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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 out its duties and responsibilities. These rules reflect the
standards and requirements prescribed by the General Assembly and the Permanent Council for
the external audit of the QAS.

The Board is composed of three members elected by the General Assembly.
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The Board of External Auditors is pleased to present its annual report on the
external audit of the accounts and financial statements of the ORGANIZATION OF
AMERICAN STATES (OAS). Our report covers the year ended December 31, 1992, 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:
Regular Fund
Special Development Assistance Fund
Special Multilateral Fund for Education, Science,
and Culture
Special Account for Culture
Mar del Plata Account

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

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

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

- Audit of the accounts and financial statements of the International
Commission of Support and Verification {CIAV-QAS); and
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- Audit of the accounts and financial statements for the Activities of the Unit
for the Promotion of Democracy

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

Secretariat’s Inspector General and discussions with management officials.

The financial statements included in this report represent the financial activity for
the year ended December 31, 1992, on a comparative basis with December 31, 1990 --
the first year of the previous biennium. (See Note 3 to the financial statements). Except
as described in the following paragraph, the statements have been prepared in conformity
with accounting practices prescribed by the Budgetary and Financial Rules of the General
Secretariat which require the measurement of financial position and operating results in
terms of historical cost without regard to changes in the purchasing power of money over

time.

Ernst & Young’s opinion on the financial statements is qualified because the
recording of certain obligations totaling about $16 million in 1991. These obligations
departed from the criteria set forth in the General Standards to govern the operations of
the General Secretariat and the Budgetary and Financial Rules in that they did not
represent firm commitments as prescribed by such rules. In addition, the Regular Fund
recognized 1991 administrative and technical support contributions from the CIECC Funds
on the basis of these obligations. As a result of these departures from the Budgetary and
Financial Rules of the OAS during 1991, the December 31, 1992 financial statements
reflect misstatements causing 1992 deobligations to be overstated by $4.3 million; 1992
obligations to be understated by as much as $11.3 million; and, charges to the CIECC
Funds for administrative and technical support and corresponding Reguiar Fund income
to be understated by as much as $800,000.



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

of the General Secretariat that;

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

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

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

We have included as Appendix A of Section | Ernst & Young’s opinion on
compliance with the General Standards to govern the operations of the General
Secretariat. In addition, our report contains a number of recommendations designed to
improve OAS operating procedures and internal accounting controls both at Headquarters

and at the Offices in the member states.

Article 108 of the General Standards, provides:

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

The Board’s report for 1991 was referred by the Permanent Council to its

Committee on Administrative and Budgetary Affairs on October 28, 1992. The



Committee on Administrative and Budgetary Affairs submitted its report to the Permanent

Council, document CP/doc. 2356/93, on March 18, 1993, which approved the report.

At December 31, 1992, the Regular Fund had a positive fund balance of
approximately $3.8 million, representing an increase of approximately $14.2 million from
the December 31, 1991 deficit of $10.4 million. This increase in fund balance was
attributable to continued improvement in quota collections during 1992, including $15.7
million of reduction in arrearages, and other income (including deobligations) recorded in
the Regular Fund during the year. Quota payments to the Regular Fund for both the
current year and for arrears during 1922 totalled $71.4 million, compared to $69.3 million

during 1991.

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

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

the OAS.
Brian P. Crowley
Chairman
é 2ul) . ‘%‘6
e
Marcelo Zalles B/ Jo Tomas/Zpi za N,
Member ¢ Member
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CHAPTER 1

COMMENTS RELATING TO THE
GENERAL SECRETARIAT

Five issues discussed in last year’s report related to the General Secretariat
continue to be of concern to the Board. Also, the Board identified three new issues
that it wishes to bring to the attention of the Permanent Council. Two other issues
discussed last year have been appropriately dealt with and their significance has been
reduced. Issues related to the General Secretariat have been grouped into three
categories as follows: (1) issues of continuing concern, {2} new issues, and (3) action

on prior issues.

ISSUES OF CONTINUING CONCERN

Accounting for
Fixed Assets

Financial Position
of the General
Secretariat

During 1922 two individuals continued the task of updating
the fixed asset records, concentrating on the 1992
acquisitions and disposals. Current year efforts focused on
accurately capturing and recording 1992 activity as well as
reviewing global amounts recorded in 1990 and 1988,
although a physical inventory was not performed again this
year. The situation merits continued attention by the
Department of Material Resources. In addition, the Board
recommend that, in order to reduce the administrative
burden associated with tracking smaller dollar items, the
Department of Material Resources increase its minimum
capitalization amount from the current $50 to $500.

During 1992 the OAS continued to make good progress in
collecting quota arrearages. Quota collections during 1992
were $71.4 million which included $15.7 million of quota
arrearages and the Regular Fund had a positive balance of
$3.8 million. However, current claims against the fund
balance total $5.4 million which could result in a deficit fund
balance in 1993. To avoid subsequent deficit fund
balances, OAS should continue to emphasize quota
collections.
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Management Many of the accounting software programs utilized by QAS

Information were developed internally more than fifteen years ago.

Systems Although the Department of Management Systems has been
successful in modifying these programs to fulfill internal
needs, Ernst & Young encountered problems again this year
with the accuracy of computer generated information related
to the Leo S. Rowe Pan American Fund, the utility of certain
fixed asset reports, and the income tax reimbursement
system. The Board again recommends that the Organization
study its management information system capabilities,
including those systems related to income tax
reimbursement, fixed asset management, and the Leo S.
Rowe Pan American Fund.

Budgetary Execution Again this year the Board noted a delay in the execution of
the program budgets of the Voluntary Funds. A total of
about $20.1 million of appropriations and obligations have
been carried forward into the current biennium from prior
budgetary periods. This represents a decrease of $25.5
million from last year.

Carry-Qver Carry-Over ' % of 1992
Appropriations Obligations Combined Budget
(In Millions)

FEMCIECC $5.6 $1.5 $7.1 86%
CEC 0.5 0.2 0.7 78%
CMP 3.2 0.7 3.9 93%
CIECC Funds 9.3 2.4 11.7 87%
SDAF 6.9 1.5 8.4 60%
TOTAL $16.2 $3.9 $20.1 74%

The Board again recommends that an evaluation of project

execution levels be conducted to identify the elements that

preclude the timely execution of approved budgets.
Contribution for In prior reports, the Board had suggested that the
Administrative and Organization reevaluate the 15 percent rate used 1o
Technical Support reimburse the Regular Fund for expenditures borne on behalf

of Special Multilateral Fund programs. The Board believes
that, as part of the evaluation, the Organization should
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NEW ISSUES

Compliance with
Reporting
Requirements

consider charging directly to the programs benefitted,
salaries and related benefits for all individuals who provide
direct support to such programs.

This matter was referred to the Committee on
Administrative and Budgetary Affairs in September 1991.
The Committee decided to recommend to the Permanent
Council that no change be made to the current method of
assessing the Voluntary Funds contribution for support
provided by the Regular Fund, pending completion of a
study of the overall operations of the Voluntary Funds.

At its XXHI Regular Session, the General Assembly adopted
a resotution which combines the technical cooperation
activities under a single secretariat. The Board believes that
it is time again to study the assessments, but it will defer
further comment on this issue pending completion of a
study of the overall operations of the Voluntary Funds. This
study is scheduled to be addressed by the General
Assembly during the June 1984 meeting.

The Organization has not been able to meet the financial
reporting required by the various specific fund contribution
agreements. The number and dollar volume of activities
financed by specific fund contributions from member states,
permanent observer countries, and other institutions have
increased significantly--from a level of some $6 million per
yvear in 1283 to $25 million per year in 1990 through 1992,
As a result the number, types, and complexity of monthly,
quarterly, and ad hoc reports required by donors has
expanded beyond the capacity of the Department of
Financial Services to complete the reports. Although Ernst
& Young noted no instances where funding had been denied
or withdrawn because of a lack of reporting, some funding
has been delayed and a number of member states and other
institutions have complained about timeliness and frequency
of required reports. Such complaints may well lead to a
reluctance of donors to provide such funds in the future. In
order to alleviate this reluctance, the Board recommends
that the Department of Financial Services contact donors

-5



l.ocal Currency
Payroll System

Specific Criteria
for Firm
Commitments

and deveiop standardized reporting criteria and, with the
assistance of Ernst and Young, develop a standard format
that will be acceptable to all donors.

During the 1992 audit, Ernst & Young noted that a manual
local currency payroll register was used to account for the
salaries and benefits of approximately 28 employees paid in
local currencies in 18 different member states. This process
could be more efficient if it were integrated with the regular
payroll process. The Board recommends that the local
currency payroll process be integrated into the regular
payroll system.

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

ACTION ON PRIOR ISSUES

Unliquidated
Obligations Carried
Forward

Obligations in the Regular Fund and the CIECC Funds
totalling about $16 million were recorded during the

1991 biennium closing which were not in compliance with
criteria set forth in the General Standards to govern the
operations of the General Secretariat and the Budgetary and
Financial Rules in that they did not represent firm
commitments as prescribed by such rules. In addition, the
Regular Fund recognized 1991 administrative and technical
support contributions of $1.4 million from the CIECC Funds
on the basis of obligations which were not supported by
firm commitments.

During 1992, the General Secretariat took appropriate

measures to deobligate $5.0 million of these funds in the
Regular Fund and $3.6 million in the CIECC Funds. The
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Termination
Benefits

Regular funds were reobligated as firm commitments,
minimizing their impact upon the 1992 financial statements.
As a result of the departures from the Budgetary and
Financial Rules in 1991, the 1992 deobligations were
overstated by $4.3 million, 1892 obligations were
understated by as much as $11.3 million, and charges to
the CIECC Funds for administrative and technical support
and corresponding Regular Fund income was understated by
as much as $800,000.

In prior years management instituted a policy whereby
liabilities were recorded in the Special Multilateral and
Specific Funds for certain termination benefits accruing to
long-term contract employees who had been transferred
between funds during their period of employment. This
policy assures the equitable distribution of termination
costs. However, no accruals were made during the 1991
biennium. In accordance with the Board’s recommendation,
the policy of accruing termination benefits as earned was
reinstated in 1992.



CHAPTER 2

COMMENTS RELATING TO OFFICES OF THE GENERAL SECRETARIAT
IN THE MEMBER STATES

In 1992 the Inspector General conducted reviews of five Offices of the General
Secretariat in the member states including, Antigua and Barbuda, Dominica, EI
Salvador, Costa Rica, and Nicaragua. Additionally, during 1892 an independent public
accounting firm performed four audits of Offices in member states including Uruguay,
Argentina, Paraguay, and Brazil.

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

- The fixed assets inventory was not updated - Antigua and Barbuda,
Dominica, Nicaragua, and Uruguay.

- Supporting documents were not cancelled once an invoice was paid -
Antigua and Barbuda, Dominica, and El Salvador,

- Insufficient controls over blank checks and drafts - Antigua and Barbuda,
Uruguay, Paraguay, and Brazil.

- Payments were made for contracts prior to ensuring the contract had
been completed satisfactorily - Uruguay and Argentina.

- Lack of segregation of duties - Argentina, Paraguay, and Brazil.

- Drafts over $5,000 were issued without two authorized signatures -
Paraguay and Argentina.

- Receipts processed by unauthorized individuals - Uruguay, Argentina, and
Paraguay.

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

Antigua_and Barbuda

- The Office did not have contracts for cleaning and maintenance provided
by a local company nor for the subrenting of OAS office space.
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- The Office needs to ensure that duty free import reports are filed and
entrance visas to the United States are requested only for OAS

employees.
Dominica
- Tax exemptions were not negotiated for local purchases.
E! Salvador
- Drafts and checks were not used in sequential order.
- Checks issued by the Office were not properly authorized by
Headqguarters.
Nicaragua
- Loca! purchase orders were not used in sequential order.
- The office lease was not renewed as prescribed in the lease, upon
maturing in August 1992,
- Non-authorized personnel were working at the office.
- Courtesy round trip airline tickets for family members were inappropriately
obtained.
- Reimbursement for personal long distance phone calls was not deposited
into the OAS bank account.
- Gasoline for automobiles was charged to the office without the
appropriate documentation.
Uruguay
- There was a lack of physical contro! over fixed assets.
Argentina

- No inventory of the publications stock was made.



CHAPTER 3

COMMENTS RELATING TO THE INSPECTOR GENERAL

The Inspector General issued five reports on the Offices of the General
Secretariat in the member states and two other reports in 1992. Additionally, during
1992 an independent public accounting firm performed four audits of Offices in the
member states.

Audit reports issued in 1992:
Audits of Offices of the General Secretariat in the member states

- Antigua and Barbuda
- Dominica

- El Salvador

- Costa Rica

- Nicaragua

- Uruguay

- Argentina

- Paraguay

- Brazil

Other Audits
- Special audit - Office of the General Secretariat in Nicaragua
- Travel Office - Department of Material Resources

The Board noted that the Offices of the General Secretariat in the member
states were not aware of the Inspector General's findings and recommendations on a
timely basis and that the reports were always written in Spanish rather that the
language of the audited office. Currently, the Inspector General’s findings and
recommendations are forwarded to the Secretary General who forwards the findings
to the appropriate Assistant/Executive Secretary. Consequently, there are significant
delays in the offices’ receipt of the report and in many cases, the staff of the offices
in the English speaking member states have difficulty understanding the findings.
Thus, the appropriate corrective action may not be taken. In order to streamline the
process and facilitate the communication of the findings, the Board recommends that
copies of the Inspector General’s reports also be given directly to the Office audited
and that the report be prepared in the native language of the office audited.
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Previously, findings and recommendations in the Inspector General’s reports
were tracked on a manual basis. The Board noted that during the year, the inspector
General established a new automated tracking system to monitor the status of
recommendations made during reviews. This system should facilitate the tracking and
follow-up activities of the Inspector General.

The Board believes that the inspector General’s Office has done a good job
given the present levels of funding and staffing. Although one additional staff person
has been budgeted for, the Board continues to express its concern that the Office’s
resource level prevents it from providing adequate coverage of the Organization’s
activities, particularly at headquarters where most of the expenditures take place.

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

The Board acknowledges the progress made in that funds for one additional
staff auditor have been approved. However, the Board again urges the General
Secretariat to review the staffing and funding of the Audit Office in order to ensure its
ability to maintain a proper control environment in the Organization.
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CHAPTER 4

COMMENTS RELATING TO THE INTER-AMERICAN DEFENSE BOARD

Financial Position

Recording of Open
Purchase Orders

As discussed in Ernst & Young’s opinion, the Board relied
upon OAS to fund a significant portion of its day-to-day
operating activities. The Board received from QAS sbout
$2.3 million in general purpose funding for 1992 as
compared to $2.5 million in 1991. During 1993 this
funding was again reduced to $2.2 million. As a result of
the Board’s reduced funding, we believe the continued
viability of the Board is in question and alternative financing
should be considered. To help alleviate the financial
difficulties faced by the Board and ensure continued
operations if a staff reduction is necessary, we believe the
Board should consider requesting that civilian personnel be
provided by the supporting member states to replace any
staff members lost during the reduction.

To prevent excess spending at year-end, purchase orders
which were not approved at the time of closing, were held
open until 1993. To ensure that the appropriate process
was not circumvented, these open purchase orders were
recorded as contingent liabilities in the financial statements
at year-end. This practice was not in accordance with
generally accepted accounting principles in that expenses
must represent amounts incurred as of the end of the period
and should not include amounts to be incurred in future
periods. We recommend the Board use separate budgetary
accounts and procedures to monitor and analyze actual
versus budgeted results.
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Leo &. Howe Pan
American Fund

Retirement and
Pension Fund

CHAPTER 5

OTHER MATTERS

(Action on prior issues)

During its 1991 audit of student loans, Ernst & Young noted
instances where the loan recipient did not meet certain
requirements as established by the fund and that no formal
documentation existed whereby the Committee
acknowledged it was aware of the unigue situation involved
in granting these student loans. During the 1992 audit,
Ernst & Young noted no instances of student loans being
awarded without meeting all of the requirements established
by the fund.

As a result of the extended iliness of its accountant the
1991 audit of the accounts of the Retirement and Pension
Fund was complicated by the lack of attention to the
accounting records. In 1992 the Fund hired another
accountant, the accounting records were maintained and
updated on a timely basis and Ernst & Young was able to
conduct its 1992 audit on schedule.
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APPENDIX A

Independent Auditor’'s Report on Compliance

Board of External Auditors
Organization of American States

We have audited the financial statements of the funds of the Organization of
American States (the Organization) as of and for the year ended December 31, 1992,
listed in the accompanying table of contents, and have issued our report (the Audit
Report) thereon dated May 11, 1993.

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

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

We also tested certain expenditures of senior executives concerning executive
compensation, travel, official entertainment, contracting and consulting services,
speaking honoraria and gifts, and executive perquisites to determine compliance with
the Organization’s Staff Rules and Chapters 1ll and VIl of the General Standards.
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Ell ErRNST & YOUNG

in 1991, we noted certain obligations were recorded by the Organization at December
31, 1991 in the Regular and CIECC Funds, which in our opinion, represented a
significant departure from the criteria set forth in the Budgetary and Financial Rules of
the Organization in that they were not supported by firm commitments as prescribed
by such ruies. As described in the fourth paragraph of the Audit Report referred to
above, as a result of this departure from the Budgetary and Financial Rules of the
Organization during 1991, the December 31, 1992 financial statements reflect
significant misstatements.

The resuits of our tests indicate that, except as noted in the preceding paragraph,
with respect to the items tested, the Organization complied, in all material respects,
with the provisions referred to above. With respect to items not tested, nothing come
to our attention that caused us to believe that the Organization had not complied, in
all material respects, with those provisions. In addition, we noted certain immaterial
instanceés of noncompliance with the rules and regulations in the following areas:
fixed assets and unliquidated obligations. Our comments on these matters have been
reported to the Board of External Auditors in separate correspondence dated May 11,
1983.

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

May 11, 1993
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SECTION I

FINANCIAL STATEMENTS OF THE ORGANIZATION OF AMERICAN STATES

WITH

REPORT OF INDEPENDENT AUDITORS






RESPONSIBILITY FOR FINANCIAL STATEMENTS

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

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

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

Board of External Auditors
Organization of American States

We have audited the combining financial statements of the following funds of the
Organization of American States (the Organization) as of December 31, 1992 and for
the year then ended, listed in the accompanying table of contents on page lI-9 herein.
These financial statements are the responsibility of the Organization’s management.
Qur responsibility is to express an opinion on these financial statements based on our
audits.

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

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

At December 31, 1991, the Organization recorded certain obligations in the Regular
Fund and in FEMCIECC, CEC and CMP (the CIECC) Funds, which in our opinion,
departed from criteria set forth in the Budgetary and Financial Rules of the
Organization in that they did not represent firm commitments as prescribed by such
rules. In addition, the Regular Fund recognized its 1921 administrative and technical
support contribution from the CIECC Funds on the basis of these obligations, Income
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Ell ERNST & YOUNG

1o the Regular Fund, as well as the corresponding charges to the CIECC Funds, should
not have been recognized because the obligations on which such amounts were
determined did not constitute valid obligations under the terms of the Budgetary and
Financial Rules. As a result of these departures from the Budgetary and Financial
Rules of the Organization during 1991, the December 31, 1992 financial statements
reflect misstatements as more fully described in Note 7.

In our opinion, except for the effects caused by the recording of certain obligations
and related interfund income, as discussed in the preceding paragraph, the financial
statements listed in the accompanying table of contents present fairly, in all material
respects, the individual and combined funds’ assets, liabilities and fund balances for
the funds of the Organization of American States referred to above at December 31,
1992, and the changes in fund balances for the year then ended on the basis of
accounting described in Note 4.

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

We have previously audited and expressed an unqualified opinion on the financial
statements of the above funds of the Organization of American States for the year
ended December 31, 1990, summarized comparative information from which is
presented herein.

May 11, 1993
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ORGANIZATION OF AMERICAN STATES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1992 AND 19380

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

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

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

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

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

General and Operating Subfunds

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

Regular Fund

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

General Assembly

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

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

Inter-American Committee on Peacefu] Settlement
Inter-American Juridical Committee

Inter-American Children’s Institute

Inter-American Statistical Institute

Inter-American Court on Human Rights

Inter-American Commission for Drug Abuse Control
inter-American Quincentennial

Special Development Assistance Fund

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

Special Multitateral Fund of the Inter-American Council
for Education, Science and Culture

The Special Multilateral Fund of the Inter-American Council for Education,
Science and Culture (FEMCIECC} was established in 1968 to promote relations
and mutual understanding between the peoples of the Americas through
educational, scientific and cultural cooperation and exchange among the
member states. FEMCIECC is under the supervision of the Inter-American
Council for Education, Science and Culture.
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d. Special Account for Culture

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

a. 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 tnter-American Council for Education, Science and Culture.

f. Otiher Entities and Specialized Organizations

The assets and liabilities at December 31, 1992 and 1990, 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 *

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

Subfunds have been established and are financed under the following

criteria:

a.

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

As of December 31, 1992, $1,391,070 was transferred from the
General Subfund to the Working Capital Subfund. The balance of the
General Subfund of $2,418,468 is restricted to finance unobligated
appropriations.

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

In order to adjust the Reserve Subfund to the maximum level of 25
percent of the annual Program Budget as of December 31, 1992,
$495,488 was transferred from the Reserve Subfund to the Operating
Subfund.

FEMCIECC, CEC., CMP - Reserve Subfund Pursuant to the Uniform
Statutes of FEMCIECC, CEC and CMP, approved by the General
Assembly in 1988, AG/RES. 919 (XVIII-0/88), the Reserve Subfunds are
contingency reserves to provide for the continuous functioning of the
regular activities of the Operating Subfunds. The Reserve Subfunds are
financed by the expired appropriations of the corresponding Operating
Subfunds, interest earned on their balance, and other miscellaneous
income. The Reserve Subfunds may not exceed 20% of the biennium
appropriation of their corresponding Operating Subfund.
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In order to adjust the Reserve Subfund to the maximum level of 20% of
the biennium budget as of December 31, 1992, the following amounts
were transferred from the Operating Subfunds to the Reserve Subfunds:
$3,425,391 for FEMCIECC, and $331,833 for CEC. In CMP, in order
to adjust the operating subfund to the level of 1992 unobligated
appropriations, $746,265 was transferred from the Operating Subfund
to the Reserve Subfund.

Specific Funds (Exhibit 3)

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

Biennium Financial Reporting

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

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

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.
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Accounting Principles

Except as described in Note 7 below, the accompanying financial

statements have been prepared in accordance with the Budgetary and Financial
Rules of the OAS (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 foliows:

A.

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

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

The OAS provides certain benefits to its employees which accrue to
them during periods of employment and are payable at various times
duringemployment or upon separation, whether voluntary or involuntary.
Caosts for such employee benefits are recorded upon payment rather than
as such benefits accrue. Such expenditures during 1992 amounted to
$228,000 for home travel, $115,000 for repatriation of family and
household goods upon separation, $805,000 for separation indemnity
and termination pay and $988,000 for medical benefits subsequent to
separation. Unrecorded earned annual and special leave approximated
$8,033,000 and $7,332,000 at December 31, 1992 and 19290,
respectively.
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D. The General Assembly of the OAS adopts a consolidated program-budget
which includes the budgets for the Special Development Assistance
Fund, the Special Multilateral Fund of the Inter-American Council for
Education, Science and Cuiture, the Special Account for Culture and the
Mar del Plata Account in addition to the Regular Fund. In the
consolidated budget, the amounts appropriated for substantially all
approved (career) personnel costs are included in the Regular Fund’s
budget. In addition, certain other administrative costs benefiting ali
funds are included in the budget of the Regular Fund. In lieu of
allocating these costs to various funds on a services-rendered basis, the
General Assembly has provided that the other funds pay a contribution
to the Regular Fund for administrative and technical support. The
amount of the contribution may not bear a direct relationship to the
actual cost of the services provided to those funds during the period.

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

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

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

Land, Buildings and Equipment

The General Secretariat follows the practice of charging to current fiscal
period’s appropriations the amount disbursed in acquiring real property,
equipment, and works of art and subsequently capitalizing such acquisitions in
a separate Fixed Assets Fund. This practice allows the OAS to continue to
reflect those expenditures for fixed assets against the amounts appropriated for
such purposes while, at the same time, presenting them as capitalized assets
on the Combining Statement of Assets, Liabilities and Fund Balances. Such
assets acquired by the Regular Fund with associated long-term debt are

I1-25



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 investment in land, buildings and eguipment.

The associated debt is then amortized against current and future years’
appropriations ($531,000 in 1992 and $537,000 in 1990) to provide for
current mortgage payments. {See Note 11).

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

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

December 31

Depreciation Basis 1992 1990

Land {Note 11} - not depreciated $ 5,491,305 $ 5,491,305
Buildings (Note 11} - 50 years 24,374,561 24,374,561
Vehicles - 5 years 1,197,012 1,051,417
Furniture and equipment - 10 years 7,747,098 7,837,200
Technical machinery and - 10 years 3,506,322 2,484,871
equipment
Works of art - not depreciated 1,136,092 399,142
43,452,390 41,638,496
Less:accurmnulated depreciation {16,208,860) {14,5198,778)
Book value as of December 31 $27,243 530 $27,118,720

Only those assets under direct control of the General Secretariat at its
headquarters and its offices in the member states 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,
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Effective in 1988 equipment and/or scientific materials provided to
projects in the CIECC area are treated as donations at the time of delivery.

Equity in OAS Treasury Fund

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

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

1992 1980

Demand and time deposits, net of $1,449,000 $25,227,000 $44,935,000
and $1,569,000 drafts not presented for payment
at December 31, 1992 and 1990, respectively

Repurchase Agreements 5,160,000 -

United States Treasury Notes 45,848,000 -

{Market Value $45,851,000)

Accrued interest receivable 636,000 431.000
$76,871,000 $45,366,000

Unliquidated Obligations

At its Twenty-First Regular Session in June 1921, the General Assembly
adopted AG/RES.1137 (XXI-0/91) which authorized the carryover of
unobligated appropriations in the Special Multilateral Funds from the 1888 and
1991 biennia into the 1983 biennium. In the CIECC area, 90% of the
unobligated appropriations were authorized for use in 1992-1883 programming,
while 10% was designated for the reserve subfunds.
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In conjunction with the 1991 biennium closing, obligations totalling
approximately $16 million were recorded in the Regular and CIECC Funds which
were not in compliance with criteria set forth in the General Standards. The
effect of recording the obligations was that at December 31, 1991: a)
obligations and unliquidated obligations of the Regular and CIECC Funds were
overstated by approximately $7 million and $9 million, respectively, and b) the
contribution for administrative and technical support {income of the Regular
Fund and expense of the CIECC Funds) was overstated by $1.4 million.

As a result of these departures from the Budgetary and Financial Rules of the
Organization during 1921, the December 31, 1992 financial statements reflect
misstatements causing 1992 deobligations to be overstated by $4.3 million;
1992 obligations to be understated by as much as $11.3 million; and, charges
to the CIECC Funds for administrative and technical support and corresponding
Regular Fund income to be understated by as much as $0.8 million.

Accountable Advances

In the performance of various activities, the administrators of the various
funds may deem it necessary or appropriate to advance funds for the conduct
of a program or a specific event prior to the actual occurrence of the expenses.
In the opinion of the administrators of the funds such action is necessary 1o
assure the timely performance of such activities. Recipients of advances are
required to submit an accounting or suitable supporting documentation for the
resulting expenditures in a form deemed adequate by the administrators of the
funds and by the Department of Financial Services. Advances of this nature
are recorded as expenditures in the period in which funds are advanced.
Advances for which a subsequent accounting was required at December 31,
1992 and 19290, were as follows:

December 31

1992 1990

Regular Fund $ 147,000 $ 233,000
Special Development Assistance Fund 41,000 74,000
Special Multilateral Fund of the Inter-American 152,000 258,000
Council for Education, Science & Culture
Special Account for Culture “ 16,000
Mar del Plata Account 47,000 165,000

$387,000 $746,000
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9. Contributions to Specific Funds

Contributions to Specific Funds during the year ended-December 31,
1992 as reflected in Exhibit 3 of the accompanying financial statements were

as follows:
Contributor REGULAR FUND SDAF FEMCIECC CEC CMP TOTAL
Members:
Argentina $ 79,604 $ 2,713,284 § 259,772 $ 161,103 $ 3,213,663
Bahamas 316,763 316,763
Brazil 9,653 9,653
Canada 737,700 421,426 95,815 1,254,941
Chite 21,075 120,486 $ 73,000 214,561
Colombia 25,703 20,675 46,378
Costa Rica 29,623 29,623
Dominica 1,000 1,000
Dom. Rep. 482 482
Ecuador 4,404 4,404
El Salvador 100,000 100,000
Guatemaia 67,205 67,813 135,018
Honduras 96,275 96,275
Jamaica 15,269 15,269
Mexico 450,000 297,800 26,600 97,300 871,700
Panama 176,000 176,000
St. Lucia 1,860 1,860
Trinidad Tobago 7.421 7,421
United States 11,362,075 1,352,612 600,000 13,314,687
Uruguay 469,881 469,881
Venezuela 12,381 17,808 136,995 167,164
Observers:
European E.C. 657,180 657,180
Finlandia 507,631 507,631
Germany 132,000 867,802 898,802
ltaly 183,750 183,700
Japan 1,300,000 1,300,000
Netherlands 263,603 263,603
Spain 279,307 279,307
Non Member States:
Norway 56,317 56,317
United Nations 429,267 233,400 662,667
Others 812,404 910,803 108,802 11,027 1,643,136

$16,691,869 37,651,476 $2,387,761 $110,627 $258,403 $27.000,136

1-29



10.

11.

Tax Reimbursements

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

Long-term Debt

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

following terms and conditions:

A. First Mortgage with_Aetna_Life Insurance Companv (secured bv the

General Secretariat Building - 1889 F St.)

Principal amount at
December 31, 1991:
Repayment terms:

Annual interest rate:

Interest expense during
1992:

Amortization of principal
during 1992:

Principal balance,
December 31, 1992:

$12,413,558

25 years, due in monthly installments
through September 2004.

9.375%

$1,141,319

$531,470

$11,882,088

Principal payments due for the next five years are as foliows:
1983, $583,493; 1994, $640,609; 1995, $703,315; 1996, $772,159;

1997, $847,741.

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

of purchase of land
Original amount:

Repayment terms:

Annual interest rate:

Principal repaid in 1991:

Interest expense during
1920/91

Principal balance, December
31, 1991

$1,200,000

13 years, due January 1992
8.5%

$600,000

$55,250

$0

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

1991.
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12.

C. Second Mortgage with American Security Bank (secured by the General

Secretariat Building - 1889 F St.}

Principal amount at
December 31, 1991:

Repayment terms:

Annual Interest Rate:

Interest expense during
1992:

Balance required:

Amortization of Principal
during 1992:

Principal Balance at
December 31, 1992:

{ecases

$1,600,000

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

Variable, American Security Bank’'s
base (prime rate}.

$34,942
A balance of 5% of outstanding loan
balance must be maintained at

American Security Bank during the term
of the loan.

$1,600,000

$0

The General Secretariat leases certain facilities and equipment. Rental
expense for such leases was approximately $631,500 and $461,181 for the
yvear ended December 31, 1992 and 1990, respectively. Aggregate rentals
subsequent to December 31, 1992 are not significant.
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13.

14.

Retirement Plans

All qualified employees of the General Secretariat are participants in
either the Retirement and Pension Plan or the Provident Plan. The plans are
funded by the General Secretariat, other participating agencies and employee
contributions at fixed percentages of salaries. Pension expense aggregated
approximately $4,874,000 in 1992 and $4,861,000 in 1990.

As of December 31, 1992 accumulated plan benefits and plan net assets were
as follows:

Actuarial present value of accumulated plan benefits:

Vested $164,121,000
Nonvested 3.308,000
Total at December 31, 1992 $167,429,000
Net plan assets available for benefits $237.876,000

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

In addition to the retirement plan described above, the General
Secretariat provides a lifetime annuity to former Secretaries General and
Assistant Secretaries General with survival benefits for their spouses and has
extended pension benefits to certain former staff members with expired fixed
term pensions. The cost of these annuities, $252,000 in 1992 and $242,000
in 1990, is budgeted and recognized in the year paid. The approximate present
value of estimated future payments of $3.5 million, and 3.4 million at
December 31, 1992 and December 31, 1990 respectively, is reflected in the
statement of Assets, Liabilities and Fund Balance of the Regular Fund.

Past Employment Health Care and Life Insurance Benefits

In addition to providing pension benefits as described in Note 13 above,
the General Secretariat provides health care and life insurance benefits for
retirees and their dependents. The cost of health care is partially borne by the
retirees. The cost to the General Secretariat for its portion of the heaith care
as well as the life insurance is recognized when paid. For 1992 and 1990
those costs were $1,093,000 and $910,000, respectively.
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15.

16.

Foreign Currencies

Certain income and expense transactions during the vyears ended
December 31, 1992 and 1990 were in currencies other than United Staies
dollars. These transactions have been translated into United States dollar
equivalents at rates of exchange in effect at the time of the transactions.
Foreign currency assets included in the accompanying financial statements,
consisting principally of cash and time deposits ($185,000 and $420,500 as
of December 31, 1992 and 1980, 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
Council authorizations. The borrowings were non-interest bearing with various
terms of repayment.

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

As of December 31, 1992 and 1990, the Regular Fund owed the Special
Multilateral Funds a principal amount totalling $8,000,000 and $8,242,800
respectively. In addition, accrued interest payable of $2,875,808 on 1980 to
1983 borrowings was outstanding at December 31, 1992 and 1890. This
amount was payable in 1985 but because of insufficient resources, the interest
has not been paid. The Special Multilateral Funds have accrued the
corresponding interest receivable. Interest income on the loans by the Special
Multilateral Funds has been deferred, and will be recognized at such time as the
Funds receive the corresponding payment from the Regular Fund.

In February, 1993, the Secretary General decided that resources available
in the Regular Fund permitted a partial repayment of the interfund loans. The
following repayment of $391,000 to SDAF, $351,000 to FEMCIECC, $29,000
to CEC, and $229,000 to CMP, was made to reduce the outstanding principal
balance from $8.0 million to $7.0 million.
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17.

Cantingencies

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 affected the interests of the
complaining staff members. Among those actions is the claim of more than six
hundred staff members for alleged failure to apply in good faith the salary
policy implemented under General Assembly resolutions AG/RES.498 and
AG/RES.632 and an agreement with the Staff Association of May, 1993. Legal
counsel believes the case is procedurally inadmissible and substantively without
merit.  Also, some 225 staff members have initiated the hearing and
reconsideration process for reclassification and promotion. The Secretary
General has appointed an Ad Hoc Committee to conduct a prehearing review
of those cases. The review process is pending completion. In addition, the are
several cases now pending in the labor courts in Brazil brought by individuals
who allege that they were employees of the General Secretariat and therefore
entitled to certain benefits. 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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SECTION
FINANCIAL STATEMENTS
OF THE RETIREMENT AND PENSION FUND
WITH

REPORT OF INDEPENDENT AUDITORS






RETIREMENT AND PENSION FUND

The Retirement and Pension Fund of the Qrganization of American States is
administered by the Retirement and Pension Committee. At December 31, 1992, the

committee was composed of:

Chairman:

Vice Chairman:

Member:

Alternate:

Member:

Alternate:

Secretary-Treasurer:
fnot a member of the Committee)

Ambassador Lawrence Chewning Fabrega,
representing the Permanent Council

Mr. Owen B. Lee, representing the Permanent
Council

Mr. Jose Luis Restrepo, representing the
Secretary General

Mr. Raul Sanguinetti, representing the Secretary
General

Mr. Patricio Chellew, representing the
participants in the Plan

Mr. Roberto Recalde, representing the
participants in the Plan

Mr. Luis M. Lizondo

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

request of the Board.

The Board used the services of Ernst & Young to audit the accounts and
financial statements of the Fund at December 31, 1992 and 1991 and for the years
then ended. That firm’s opinion on the statements is included in this report.
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gﬁ ERNST& %/OUNG @ 1225 Connecticut Avenue, N.W. & 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 statements of net assets available for participant
benefits of the Retirement and Pension Fund of the Genera! Secretariat of the
Organization of American States (the Fund) as of December 31, 1992 and 1991, and
the related statements of changes in net assets available for participant benefits for
the years then ended. These financial statements are the responsibility of the Fund’s
management. Our responsibility is to express an opinion on these financial statements
based on our audits.

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

in our opinion, the financial statements referred to above present fairly, in all material
respects, information regarding the Eund’s net assets available for participant benefits
at December 31, 1992, and the changes therein for the year then ended, and the
financial status of the Fund at December 31, 1991, and the changes therein for the
year then ended, in conformity with generally accepted accounting principles.

April 30, 1993
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ORGANIZATION OF AMERICAN STATES

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

ASSETS

Investments, at market
Short Term Investments
U.S. Govi. And Agency Issues
Corporate Bonds
Municipal Bonds
Miscellaneous Bonds

Common Siock

Equity in OAS Treasury Fund

Receivables, principally accrued
dividends and interest

LIABILITIES

Participant accounts pending liquidation
Provident Plan pariicipants accounts
Miscellaneous payables

Net assets available for paricipant
benefits

December 31,

1992 1991
$ 12,711,416 $ 12,804,576
68,087,718 68,032,799
29,668,864 35,277,813
986,101 1,041,318
3,140,280 1,409,642
123,873,466 109,066,575
238,467,855 227,632,723
781,275 760,969
1,839,873 2,119,035

$ 241,089,003

$ 230,512,727

1,181,548 2,242,088
1,780,080 2,387,791

251,698 89,722
3,213,326 4,719,601

$ 237,875,677

$ 225,793,126

See accompanying notes




ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND

STATEMENT OF CHANGES IN NET ASSETS

AVAILABLE FOR PARTICIPANT BENEFITS

Investment income

Net unrealized appreciation in value
of investments

Net realized gains on sale of investments
interest
Dividends

L ess investment expenses

Contributions
Institutions
Pariicipants

Increase

Payments {o pensioners

Liquidations paid to participants
(or their beneficiaries)

Interest credited to Provident Plan accounts

Administrative expenses
Decrease
Net increase
Net assets available for participant benefits:
Beginning of year
End of year

Year ended December 31,

1992

$

698,672
3,282,406
8,642,077
2,699,355

15,322,510
341,370

14,981,140

6,740,389
3,370,918

10,111,307

25,092,447

1,708,695

10,672,133
213,714

12,594,542
415,354

13,009,896

12,082,551

225,793,126

1991

$ 24,595,874
4,294,215
9,397,051
2,746,167

41,033,307

326,476
40,706,831

6,497,004
3,233,129
9,730,133
50,436,964

1,724,096

9,985,585
266,854
11,976,535
383,740
12,360,275
38,076,689

187,716,437

$

237,875,677

$ 225,793,126

See acompanying notes
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ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND
NOTES TO FINARNCIAL STATEMENTS
DECEMBER 31, 1992 AND 1991

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 foliowing brief description of the Plan and the Provident Plan is
provided for general information purposes only. The Plan documents should be
consulted for detailed information.

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

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

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

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

Minimum conditions for retirement are 55 years of age and 15 years of
participation in the Plan.Upon retiring, participants in the Plan are entitled to
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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 total sum standing to their credit in their accounts. Alternatively,
at their request, the Committee has the power to substitute some other form
of benefit of equivalent value.

The Plan provides for minimum pension benefits. The minimum life pension for
a participant at age sixty-five, with not less than fifteen years of participation
in the Plan, 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, muitiplied
by the number of years of participation up to a maximum of thirty, and 1 2/3%
additional for every year of participation in excess of thirty but no more than
forty. The same method is used to determine the amount of the voluntary
retirement pension due to participants who elect that form of retirement which
is applicable to participants fifty-five years of age or older but less than
sixty-five whose years of participation and age, when added, tota! 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 retirement. Cost-of-living
adjustments to pensions are contemplated in the Plan.

Death benefits - Upon death of a pensioner {or a participant with no less than
five years of participation who dies while in active service), the pensioner’s
surviving spouse, and minor or disabled children, are entitled to a pension, as
defined in the Plan. When an active participant dies with less than five yvears
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 five or more years of participation in the
Plan, whose services are terminated because of physical or mental disability
receive annual disability benefits, in the form of a life pension, as defined in the
Plan. Participants who have less than five years of participation receive the
total of the accumulated funds in their accounts. A participant who joined the
Plan before January 1, 1982 may elect to be covered instead by alternative
provisions on disability retirement defined in the Plan.

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

- A surviving spouse of a present annuitant who retired before January 1,
1882, and who is alive on July 1st, 1990, shall be entitled to an annuity
on the same terms as those on which this benefit is appiied to a surviving
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spouse of an annuitant who retired on or after that date.

- Authorized the Retirement and Pension Committee to grant cost-of-living
adjustments of up to 3% per annum on annuities, subject to conditions set
forth in Resolution AG/RES 1051 (XX-0/90).

- Reduced from 15 to 7 the number of years of participation required for a
participant to become entitled to withdraw the entire amount of the
institutional credit upon leaving the service, and modified the vesting
schedule.

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

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

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

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

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

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

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

income tax status of the Fund

As an international organization, the OAS is exempt from U.5. Federal
income taxes and such exemption applies to the Retirement and Pension Fund
of the General Secretariat of the OAS.

M-11



Funding policy

The plans are funded by the General Secretariat, other affiliated agencies
and compulsory participants’ contributions at fixed percentages of annual
pensionable remuneration. A portion of the income earned on the Retirement
and Pension Fund’s investments is allocated semi-annually to Provident and
Plan participants’ accounts at rates determined by the Retirement and Pension
Committee. The remaining portion, if any, is retained in the Plan’s General
Reserve for administrative expenses and to ensure continued Plan stabifity.
Interest credited to participants’ accounts was 10.5% and 13.25% in 1992
and 1981, respectively. Present participants accumulated contributions were
$60,400,000 and $55,800,000 at December 31, 1992 and 1891,
respectively, including interest credited at rates determined by the Committee,
compounded semi-annually.

Investments

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

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

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

PORTFOLIOS 1991

FINANCIAL CATEGORIES SHORT TERM

SHORT TERM INVESTMENT  $ 6,805,710

FIXED TERM

DOMESTIC
EQUITIES

INTL.

EQUITY DEDICATED

TOTAL

$ 4,860,206 $ 333,910 § 12,983 $ 791,787 $12,804,576

U.S.GOVERNMENT AND
AGENCY ISSUES 23,012,188 31,923,808 13,086,795 68,032,799
CORPORATE BONDS 6,700,400 28,577,413 35,277,813
MUNICIPALITIES BONDS 1,041,318 1,041,318
MISCELLANEOUS BONDS 1,409,642 1,409,642
COMMON STOCK 93,092,485 $15,974,080 108,066,575
TOTAL $36,518,305 $67,812,388 $83,426,405 $15,887,033 $13,888,682 $227,632,723

PORTFOLIOS 1982

DOMESTIC

INTL.

FINANCIAL CATEGORIES SHORT TERM FIXED TERM EQUITIES EQUITY DEDICATED TOTAL
SHORY TERM INVESTMENT ¢ 7,576,650 $ 4,531,776 § 569,711 $ 33,279 $12,711,416
U.S. GOVERNMENT AND

AGENCY ISSUES 17,078,237 37,278,409 13,731,072 68,087,718
CORPORATE BONDS 7,214,810 22,454,264 29,668,864
MUNICIPALITIES BONDS 986,101 286,101
MISCELLANEOUS BONDS 3,140,290 3,140,220
COMMON STOCK 104,870,168 19,203,288 123,873,466
TOTAL 531,869,497 $68,380,830 $105,232,880 $19,203,288 $13,764,350 $238,467,855

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

principles.
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5. Investment valuation

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

Any asset not traded on an active market such as thinly traded issues are valued by
either obtaining a price from their issuer, a reputable private dealer, or from pricing
specialists. Quoted prices in active markets or prices otherwise determined are
provided by The Northern Trust Company. Investments for which fair values were
determined by means other than a quoted price in an active market and net
unrealized appreciation {depreciation) for the years ended December 31, 1992 and
1991, are as follows:

DECEMBER 31, 1952
Met Unrealized Appreciation (depreciation)

Quoted Price on Otherwise
i arket Determined Total

Short Term Investment $ - $ - $ -
Common stocks 3,061,608 124,746 3,186,254
United States Government Obligations (1,350,801) 10,702 (1,340,099)
Corporate bonds (1,186,102) 69,088 {1,127,014)
Municipalities bonds (20,469) - {20,469)

$ 494,138 $ 204,536 $ 698,672

DECEMBER 31, 1991
Net Unrealized Appreciation {depreciation)

Quoted Price on Otherwise
Active Market Determined Total
Short Term Investment $ (316,198) $ - $ {316,198)
Common stocks 19,299,505 454,013 19,753,518
United States Government Qbligations 3,300,139 143,196 3,443,335
Corporate bonds 1,067,511 523,234 1,590,745
Municipalities bonds 124,474 - 124,474
$23,475,431 $1.120,443 $24,595,874
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Plan termination

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

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

Actuarial present value of accumulated plan benefits

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

The significant assumptions used in the valuation as of December 31, 1991,
the date of the most recent in-depth valuation, were (a) life expectancy of
participants (United Nations Mortality Tables - males 1990 table and female
1982 table); {b} retirement assumptions (assumed 1.3% - 26.4% for ages 5b-
84 with 7 or more years of participation or immediately if older than 64}; (c)
investment return {an assurmed annual rate of return of 2%, of which 6%
assumed credited semi-annually to retirement accounts}; {d) retirement benefit
elections (the 1991 valuation assumed 20% of participants prior to January 1,
1982, and 100% of subsequent participants elect pensions upon retirement
with all such individuals commuting 1/3 of their benefits, the remaining
assumed to elect full commutation); {e} cost-of-living adjustments to pensions
(the 1991 valuation assumes that all cost-of-living granted to prospective
pensioners will be funded direcily by the Plan, but that the cost-of-living paid
to current pensioners will be funded by the Plan only starting in 1996; (f)
pensionabie salary increases of 5% in 1992, 10% in 1993, and 5% in 1894
and thereafter; and (g) administrative expenses of 0.4%.

In addition, the 1991 study assumes that the participating population would
remain level at 800 with new entrants assumed to have the age characteristics
of new entrants since 1988. The foregoing actuarial assumptions are based on
the presumption that the Plan will continue. Were the Plan to terminate,
different actuarial assumptions and other factors might be applicable in
determining the actuarial present value of accumulated plan benefits.
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The actuarial present value of accumulated Plan benefits, and benefit
information for December 31, 1990, 1991 and 1992 are shown in the
following table:

DECEMBER 31

18991 1992

{US $1,000)
ACTUARIAL PRESENT VALUE OF
ACCUMULATED PLAN BENEFITS
Vested Benefits
Participants $ 98,057 $ 120,337 $135,691
Pensioners 28,407 28,373 28,430
Total vested benefits 126,464 148,710 164,121
Mon vested benefits 2.079 2,932 3.308
Total actuarial present value
of accumulated plan benefits $128,543 $151,642 $167,.429

The reconciliation shown below sets forth the reasons for the increase in
the total actuarial present value of accumulated Plan benefits between
December 31, 1991 and December 31, 1992:

YEARS ENDED DECEMBER 31

1991 1992
{US $1,000)

Total actuarial present value of
accumulated Plan benefits at
beginning of the year $128,543 $151,6842
Increase {decrease) attributable to:
Interest earned on accumulated Plan
benefits 11,569 13,648
Benefits paid {(12,093) {9,602}
Benefits accumulated 16,907 11,741
Assumoption changes 6,716 -
Total actuarial present value of
Accumulated Plan benefits at end of
the vear $151.642 $167.429
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Equity in the OAS Treasury Fund

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

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

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

Rowe Memarial Benefit Fund

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

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

leo S. Rowe Pan American Fund

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

The Fund was established in 1948 as a trust in accordance with the will
of Dr. Rowe. lts purpose is to provide loans to students from member states
other than residents and citizens of the United States and to make loans to
QAS staff members for educational purposes or in emergency situations.
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gﬂ ERNST& %/OUNG & 1225 Connecticut Avenue, NW. & 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 statements of assets and fund balance of the
Rowe Memorial Benefit (the Fund) as of December 31, 1992 and 1991, and the
related statements of income, expenses, and changes in fund balance for the years
then ended. These financial statements are the responsibility of the Fund’s
management. Our responsibility is to express an opinion on these financial statements
based on our audits.

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

in our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Rowe Merorial Benefit Fund at December 31,
1992 and 19981, and the results of its operations and changes in fund balance for the
years then ended in conformity with generally accepted accounting principles.

April 23, 1993
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ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND

STATEMENT OF ASSETS AND FUND BALANCE

Assets and Fund Balance
Equity in OAS Treasury Fund (Note 2)

Invesiments at cost (approximate market value of

$167,000 and $158,000 at December 31, 1992 and

1991, respectively)
Total assets and fund balance

STATEMENT OF INCOME, EXPENSES AND

December 31,

1992

$ 18,017

157,063
$ 175,080

CHANGES IN FUND BALANGE

lncome
Dividends and interest
Capital gain distributions from mutual funds

Income from OAS Treasury Fund (Note 2)

Expenses
Awards and other benefits (Note 1)

Net Increase during the year

Fund balance, beginning of year
Fund balance, end of year

See acompanying notes
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1991
$ 18,001

137,154
$ 155,155

Year ended December 31,

1992

$ 6,637
18,272

716
20,625

700
19,9256

155,158
$ 175,080

1991

$ 6,945
11,889

450
19,284

7,400
11,884

143,271
$ 155,155



ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1992 AND 1991

Organization and Financing

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

Equity in OAS Treasury Fund

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

investments

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, 1992 and 1991, gross
unrealized gains pertaining to investments were $10,611 and $21,030 and
gross unrealized losses were $1,063 and $260 respectively.
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LEO S. ROWE PAN AMERICAN FUND
FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1992 AND 1991
WITH
REPORT OF INDEPENDENT AUDITORS
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gﬂ ERN;gT& VGUNG @ 1225 Connecticut Avenue, N.W, & 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 statements of assets, liabilities and fund balances
of the Leo $.-Rowe Pan American Fund (the Fund) as of December 31, 1982 and
1991, and the related statements of income, expenses and changes in operating
account fund balance for the years then ended. These financial statements are the
responsibility of the Fund’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

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

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, 1992 and 1991, and the results of its operatiens and changes in operating
account fund balance for the years then ended in conformity with generally accepted
accounting principles.

April 23, 19983
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ORGANIZATION OF AMERICAN STATES

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

ASSETS

Equity in OAS Treasury Fund (Note 2)

Investments at cost (approximate market value at

December 31, 1992, and 1991, respectively shown

in parentheses)

Equity investments and related mutual funds
($1,751,000 and $1,821,000)

Fixed income securities and related mutual funds
($4,907,000 and $4,769,000)

| oans receivable (Note 3}
Students
Instaliments not yet due
Installments past due
Allowance for uncollectible loans

Employees of the Organization of American States

LIABILITIES AND FUND BALANCES

Miscellaneous payable

Fund balances
Capital account {Note 1)

Operating account

December 31,

1992

$ 99,232

1,394,210

4,743,841

6,237,283

780,738
179,036
(93,525)

866,249
356,911

1,223,160
$7,460,443

$ 73,000
1,000,000

6,387,443

$7,460,443

See accompanying notes
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1981

$ 137,914

1,318,301

4,565,915

6,022,130

583,243
163,994
(86,917)

660,320
207,406

867,726
$6,889,856

$ 75,082
1,000,000

5,814,774

$ 6,889,856



ORGANIZATION OF AMERICAN STATES
LEO 8. ROWE PAN AMERICAN FUND

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

Year ended December 31,

1992 1991

Income
Dividend and interest income $ 355,932 $ 366,832
Capital gains distributions from mutuai funds 257,508 —
Gain on sale of investments 20,395
Miscellaneous income 24,442 26,575
658,277 393,407
Expenses

Increase in allowance for uncollectible

loans (Note 3) 6,608 2,375
Investment management and
custodian fees 15,000 15,000
Administrative expenses (Note 4) 20,000 20,000
l.oss on sale of investments - 13,830
Other expenses 44,000 29,800
85,608 81,005
Net increase during year 572,669 312,402
Fund balance, beginning of year 5,814,774 5,502,372
Fund balance, end of year $6,387,443 $5,814,774

See accompanying notes
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ORCGANIZATION OF AMERICAN STATES

LEO S. ROWE PAN AMERICAN FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1992 AND 1991

Qrganization and Financing

The Leo S. Rowe Pan American Fund (Fund), a charitable trust, was
established in 1948 by the Governing Board of the General Secretariat of the
Pan American Union (PAU) in accordance with the will of Dr. Leo 5. Rowe, a
former Director General of the Pan American Union. The purpose of the Fund
is to provide loans to studenis from member states, who desire to study at
colleges in the United States and to provide education and emergency loans
to employees of the OAS. Although the assets of the capital account and the
operating account are not segregated, the assets of the capital account
{$1,000,000) are regarded as being comprised of investrnents held by the Fund
and, to that extent, are not considered to be available for the purpose of
granting loans.

Equity in OAS Treasury Fund

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

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 5. 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:

1822
Balance, beginning of year $ 86,917 $ 84,542
Provision for uncollectible loans 6,608 2.375
Balance, end of year $ 93 526 $ 86,917

In the opinion of the Committee, the allowance of $93,525 at December
31, 1992 is sufficient to provide for losses that may be incurred upon the
ultimate realization of these loans.

During 1992 and 1991 the Fund disbursed new student loans
aggregating approximately $372,000 and $182,000, respectively. The Fund
received loan repayments of approximately $160,000 and $145,000 in 1992
and 1991, respectively.

New loans to employees for educational purposes or in emergency
situations aggregated $172,000 and $76,000 in 1992 and 1991 respectively.
The Fund received loan repayments of approximately $44,000 and $41,000 in
1992 and 1991 respectively. The interest rate on new employee loans granted
in 1992 was 7.5%. Interest rates on outstanding loans granted in prior years
varied from 10% to 12%.

Administrative Expenses

The Committee authorized payments of $20,000 in both 1992 and 1991
to the General Secretariat of the OAS as a reimbursement for a portion of costs
incurred in the administration of the Fund. The accompanying financial
statements include approximately $24,000 in other expenses related to the
services of a contract employee in 1992 ($22,800 in 1991). No additional
amounts are recorded in the accompanying financial statements relating to the
use of services and facilities provided to the Fund by the General Secretariat as
no objective basis is currently available to measure the value of such
contribution.
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Investments

Investmenis 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, 1992 and 1991, gross
unrealized gains pertaining to investments were $539,013 and $717,097, and
gross unrealized losses were $19,416 and $11,563 respectively.
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% ERN.g?& %/OUNG @ 1225 Connecticut Avenue, N.W. & 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 statements of assets, liabilities, and fund balance
of the Inter-American Defense Board (the Board) as of December 31, 1892 and 1991,
and the related statements of revenue, expenses, and changes in fund balance, and
changes in financial position for the years then ended. These financial statements are
the responsibility of the Board’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting 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 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 in 1992 was 5% less than that
received in 1991; and 1993 appropriations in support of the Board’s general purpose
funding have been further reduced by approximately 5% from the 1992 level.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Inter-American Defense Board at December 31,
1992 and 1991, and the results of its operations and changes in financial position for
the years then ended in conformity with generally accepted accounting principles.

April 19, 1993
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CRGANIZATION OF AMERICAN STATES

INTER—AMERICAN DEFENSE BOARD

STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCE

ASSETS
Current assets:

Cash and cash equivalents
Prepaid expenses and other asseis

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 liabilities:
Accounts payablie
Accrued leave (Note 2)

Total current liabiiities

Unrestricted fund balance
Total liabilities and fund balance

See accompanying notes
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December 31,

1992

617,030
48,777

665,807

541,612
11,891

553,403

336,490

216,913
882,720

29,564
244,239

273,803

608,917

882,720

1991

$ 784,176
41,210

825,386

535,146
11,891

547,037
270,045
276,992
$1,102,378

$ 70,793
223,367

294,160

808,218
$1,102,378



ORGANIZATION OF AMERICAN STATES

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

IN FUND BALANCE

Revenue:

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

Interest and other income
Total revenue

Expenses:
Personnel expenses
Buiiding and maintenance
Building renovation
Equipment and supplies
Other generai and adminisirative costs
Travel
Depreciation
Printing and reproduction

Contracts
Total expenses

Deficit of revenue over expenses
before disposal of equipment

Loss on disposal of equipment (Note 5)

Deficit 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,

1992 1991

$2,335,700 $2,458,700
30,630 54,212
2,112,372 2,055,564
86,907 83,004

936 57,535

96,518 136,761
94,660 153,011
35,258 28,382
66,446 79,628

42 382 30,726
30,152 26,113
2,565,631 2,650,725
(199,301) (137,813)
- (10,497)
©(199,301)  (148,310)
808,218 958,528

$ 608,917 $ 808,218



ORGANIZATION OF AMERICAN STATES

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

Year ended December 31,

1992 1991
Sources of cash and cash equivalents:
Increase in accrued leave $ 20872 $ -
Increase in accounts payable - 32,797
ltems not involving use of cash:
Depreciation 66,4486 79,629
87,318 112,426
Uses of cash and cash equivalents:
Deficit of revenue over expenses 199,301 137,813
Increase in prepaid expenses and other assets 7,567 14,636
Decrease in accounts payable 41,230 -
Decrease in accrued leave -~ 4,318
Net acquisitions of property and eqguipment 6,366 89,477
254,464 246,244
Net decrease in cash and cash equivalents (167,146) (133,818)
Cash and cash equivalents at baginning of year 784,176 917,994
Cash and cash equivalents at end of year $ 617,030 $ 784,176

See accompanying notes

V-7



ORGAMIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1992 AND 1991

Organization

The Inter-American Defense Board (the Board) was established on March
30, 1942 and was designated, by executive order, as a public international
organization on March 26, 1951. The Board is comprised of military officers
representing the highest echelons of their nations’ defense establishments. Its
mission is to maintain the collective self-defense of the Western Hemisphere
with peace and security as primary objectives.

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

Summary of Significant Accounting Policies

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

Depreciation - Depreciation expense is recognized using the straight-line method
over estimated useful lives as follows: Furniture and equipment - 5 to 10
years, and vehicles - b years.

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

Emplovee benefits - The Board provides certain benefits to its employees,
which accrue to them during periods of employment and are payable upon
separation. All employees are entitled to accrued vacation: certain other
employees receive terminal pay, merit awards and special leave. The payments
made during 1992 and 1991 for these benefits amounted to approximately
$10,000 and $34,000, respectively.



Income faxes - 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 participate in a defined
benefit multi-employer pension plan {Plan)} administered by the Retirement and
Pension Committee of the Organization of American States. Contributions to
the Plan by the Board and employees are based on fixed percentages of annual
pensionable salaries. Pension expense aggregated approximately $272,000
and §258,000 in 1992 and 1991, respectively.

Funding

The Inter-American Defense Board is an affiliated agency of the QAS,
and as such receives a substantial portion of its funding through 0AS
appropriations. The managements of the two organizations, however, function
independently.

Funding received from the OAS in the form of direct cash contributions
decreased from $2,458,700 in 1991 to $2,335,700 in 1992. Contributions
for 1993 are currently appropriated by the OAS to be $2,218,900. The Board
relies upon the OAS for funding a significant portion of its operating activities
and is dependent upon the continued financial support of the OAS, or iis ability
to obtain 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 capitaiized by the Board since the building is owned by the QAS.
Building renovations and improvements incurred and expended by the Board
during 1992 and 1991 were $9486 and $57,535 respectively.

Furniture & Equipment

Puring 1991, a physical inventory of all assets maintained at both the
Board’s and the Inter-American Defense Coliege’s Headquarters locations was
performed, and the fixed asset records were appropriately updated. As a
result, fixed assets with a historical cost totalling approximately $176,000
were removed from the fixed asset records. Related accumulated depreciation
of $165,500 was also written off.

During 1992, there were $6,366 of new additions to fixed assets and
no disposals.



Contingency

In 19856, the General Secretariat contracted for the renovation of the
building occupied by the Board, as well as for the construction of a separate
annex. Two years into the renovation, the General Secretariat terminated the
contract, citing breach of duties by the builder. The construction was never
completed by the builder, and additional contractors 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 contract with the General
Secretariat to settle the claim. In January 1992, the Arbitral Tribunal Panel
denied the builder’s claim against the General Secretariat, and ruled in favor of
the counterclaim presented by the General Secretariat. The builder subsequently
filed suit in the District of Columbia courts seeking to overturn the tribunal’s
decision. In the opinion of management and the General Secretariat counsel,
the possibility of the builder prevailing is remote.

The General Secretariat has requested the Board to pay its share of the
costs of the arbitration, estimated to be approximately $100,000 from its
operating funds. As of December 31, 1992, the Board has remitted this entire
amount to the General Secretariat.
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Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of assets, liabilities and fund balance
of the Fund for the International Commission of Support and Verification of the
Organization of American States (the Fund), pursuant to the agreements between the
Organization of American States (the OAS), the United States Department of State
and the United States Agency for international Development (the Agreements}, as of
December 31, 1992, and the related statement of activity and changes in fund
balance for the period from February 27, 1980 (inception) to December 31, 1892.
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 accepied 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, 1992, and its activity
and changes in fund balance for the period from February 27, 1990 (inception) to
December 31, 1992 on the basis of accounting described in Note 2.
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Ell 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 to
account for the assets, liabilities and fund balance and the support, revenues and
expenses of the Fund pursuant to the Agreements.

May 11, 1993
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ORGANIZATION OF AMERICAN STATES
INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
DECEMBER 31, 1992

ASSETS

Equity in OAS Treasury Fund (Note 3}
Other assets

$ 1,636,083
6,134
$ 1,642,217
LIABILITIES AND FUND BALANCE
Unliquidated obligations (Note 2) $ 1,008,811
Accounts payable 68,192
Fund balance 565,214

§ 1,642217

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

STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FROM INCEPTION (FEBRUARY 27, 1990) TO DECEMBER 31, 1992

Feb. 27,1880 .Jan. 1, 1992

Increases
Contributions
United States — State Department
United States — AID
Venezuela
Republic of Cyprus

European Economic Community (EEC)

ltaly

Fund Vasco

HUPRIN
QAS Treasury Fund income
Miscellaneous

Decreases
Obligations and Expenditures

Operational Costs
Transportation
fFood
Clothing
Kitchen Utensils
Personal Hygiene
Construction Material and Toals
Agricultural Tools
Negotiation, Land Survey other
Special Reconstruction Projects
Cash to Demobilized
Nicaraguan Repatriation institute
Phase [l Distribution and Delivery

Pan—American Health Organization

Resettlement of Disabled
Attantic Coast Agriculture
Emergency Medical Assistance
Rights and Warranties Seminar
National Neiwork for Justice
Humanitarian Assistance

QOthers

EEC activities

EEC Commercialization of Grain
EEC Reinforce Miskut Radio
Fund Vasco Construction Houses
HUPRIN Construction Houses
Itaty Disarmament of Civilians

Interest due to coniributor — AID

Fund {deficit) balance at beginning of period

Fund (defici) balance at end of period

{Inception) to Dec. 31,

to Dec.31 1961 1992 TOTAL
$39,100,000 $ 5,300,000 $ 44,400,000
1,376,790 25,000 1,401,790
10,000 10,000
2,000 2,000
294,670 644,695 939,365
91,875 91,875
34,244 34,244
10,263 10,263
551,267 28,066 579,333
1,348 30,698 32,046
41,336,075 6,164,841 47,500,916
8,138,050 2,821,245 10,959,205
2,892,649 218,443 3,111,092
10,216,525 23,446 10,238,971
1,206,923 1,206,923
422,455 422,455
232,355 232,355
4,369,353 4,720 4,374,073
2,125,572 2,125,572
207,561 29,000 236,561
3,117,476 596,557 3,714,033
976,357 976,357
822,077 469,823 1,291,200
405,216 405,216
2,433,000 2,433,000
2,690,112 580,029 3,270,141
935,241 64,759 1,000,000
188,571 28,540 218,111
39,580 39,580
79,946 79,946
11,085 11,085
3,900 8,100 12,000
126,550 126,550
165,675 107,216 272,891
5,000 5,325 10,325
34,244 34,244
10,263 10,263
91,875 81,875
41,681,618 5,224,196 46,905,814
29 888 29,888
41,711,506 5,224,196 46,935,702

(375.431)

$ (375431) $§ 565214 $ 585214

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

INTERNATIONAL
COMMISSION OF SUPPORT AND VERIFICATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1992

QOrganization

On August 7, 1888, the five Central American Presidents met in Tela,
Honduras, and entered into what is commonly known as the Tela Agreement
(Agreement).

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

In general, CIAV/UN is responsible for the activities conducted outside
of Nicaragua, whereas CIAV/0OAS 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 CIAV’s activities.

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

Basis of Accounting

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

The significant deviation from generally accepted accounting principles is as
follows:
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Unliquidated obligations include amounts related to commitments
resulting from offers made by the Fund to vendors to disburse monies for the
procurement of goods or services in future periods. This amount does not
represent liabilities to unrelated third party commitments at December 31,
1992. It represents amounts anticipated to be expended in the subsequent year
in the completion of the project.

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 OAS Treasury Fund. Each
fund administered by the General Secretariat maintains an equity to the extent
of its cash balance retained therein. The OAS Treasury Fund is administered by
the General Secretariat, and amounts not immediately required for operations
are invested. Subject to certain conditions, income earned by the OAS
Treasury Fund is added to the equity of each fund in proportion to its balance.

Funding

The Government of the United States has contributed to CIAV/QOAS a
total of $45,801,790 from the inception of the mission to December 31, 1992.
in addition, CIAV/OAS received contributions from the Governments of: Italy
$91.,875, Venezuela $10,000, Cyprus $2,000, from the European Community
Commission $939,365, and from other sources in the amount of $44,507.

Status of the Commission

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

Administrative Support
The General Secretariat of the OAS has provided non-reimbursable

administrative support in the form of personnel, communication and office
space to CIAV/QOAS.
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Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of assets, liabilities and fund balance
of the activities of the Unit for the Promotion of Democracy of the Organization of
American States (the Unit) as of December 31, 1292, and the related combining
statement of activity and changes in fund balance for the period from inception (with
respect to each restricted fund therein) to December 31, 1892. These financial
statements are the responsibility of the Unit's management. Our responsibility is to
express an opinion on these financial statements based on our 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 activities of the Unit have been
prepared on the basis of accounting practices prescribed by the Budgetary and
Financial Rules of ithe Organization of American States {which include the applicable
financially-oriented General Standards adopted by the General Assembly of the
Organization of American States) which is a comprehensive basis of accounting other
than generally accepied accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the Unit’s assets, liabilities, and fund balance at December 31, 1992, and
the combining activity and changes in fund balances for the periods referred to above
on the basis of accounting described in Note 2.
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Ell ErRNST & YOUNG

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

May 11, 1993
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ORGANIZATION OF AMERICAN STATES

UNIT FOR THE PROMOTION OF DEMOCRACY
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AS OF DECEMBER 31, 1992

ASSETS

Equity in OAS Treasury Fund (Note 3) $2,761,934
Other assets 11,708

$2,773,640

LIABILITIES AND FUND BALANCE

Unliquidated obligations (Noie 2) $1,016,181
Accounts payable 18,194
Fund balance 1,738,265

$2,773,640

COMBINING STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED DECEMBER 31, 1992

PROMOTION  INTERNAT.

DEMQOCRACY CIVILIAN ELECTORAL
AND PEACE PRESENCE OBSERVATION DEMOCRATIC
SURINAME HAITI PERU INITIATIVES COMEINED
Increases
Contributions:
United States $1,000,000 $3,500,000 $ 200,000 $4,700,000
Argentina 20,000 20,000
Japan 1,000,000 1,000,000
Germany 70,000 70,000
italy 91,875 81,875
Netherlands $ 263,603 263,603
Venezuela 5,000 5,000
OAS Treasury Fund income 28,828 14,410 43,238
268,603 1,190,703 4,534,410 200,600 6,193,716
Decreases
Obligations and Expenditures:
Travel 105,381 180,718 1,583,107 1,869,206
Equipment and Supplies 57,837 220,759 310,994 588,590
Contracts 25,200 529,821 186,212 741,233
Other 24,085 237,646 292,680 1,254,422

212,504 1,168,244 3,073,003 4,454,451
Fund balance at end of period $ 56,000 $ 21,759 $1,461,407 $ 200,000 $1,738,265

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

UNIT FOR THE PROMOTION OF DEMOCRACY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1992

QOrganization

in Resolution AG/RES.1063/90, the General Assembly requested the
Secretary General to establish within the General Secretariat a Unit for the
Promotion of Democracy. On October 15, 1990, the Secretary General by
Executive Order 80-3 created the Unit for the Promotion of Democracy,
assigning the following functions:

Develop standards and procedures for organizing electoral cbservation
missions

Plan and coordinate electoral observer missions

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

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

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

The Secretary General established various OAS funds (the funds) to

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

Basis of Accounting

The accompanying financial statements have been prepared in
accordance with the Budgetary and Financial Rules of the OAS (Rules). The
Rules provide the basis for the accounting principles applied in the preparation
of the financial statements. The Rules were adopted t0 meet budgetary and
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other requirements of the OAS and, as such, result in accounting principles
which vary in certain material respects from generally accepted accounting
principles. The significant deviation from generally accepted accounting
principles is as follows:

Unliguidated obligations include amounts related to commitments
resulting from offers made by the Funds to vendors to disburse monies for the
procurement of goods or services in future periods. This amount does not
represent liabilities to unrelated third party commitments at December 31,
1992. it represents amounts anticipated to be expended in the subsequent year
in the completion of the project.

Equity in OAS Treasury Fund

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

Status of Missions

HAITI

At the Ad Hoc meeting of Ministers of Foreign Affairs held on October
2, 1991, it was resolved to establish an OAS civilian mission entrusted to
facilitate reestablishment and strengthening of the democratic institutions in
Haiti. To this end, financing from Member States and Permanent Observers
totaling $1,161,875 was received during the year ended December 31, 1992.
In addition there were in-kind contributions by other countries such as an
aircraft by Argentina, Canada, Colombia, Chile and Venezuela. The Civilian
Mission has been further expanded during 1993, for which the United Siates
Department of State has provided an additional $5,0000.000.

PERU

On May 18, 1992, the President of Peru made a commitment to the OAS
XXIl General Assembly in Bahamas to hold elections for the Constituent
Assembly. In subsequent meetings held by the Ministers of Foreign Affairs, the
General Secretariat was requested to observe the electoral process leading to
the elections which took place on November 22, 1992.

Vi-9



SURINAME

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

DEMOCRATIC INITIATIVES

The government of the United States contributed the amount of
$200,000 to finance a meeting of the parliamentary leaders of the member
states at the Headquarters of the Organization. This meeting had not been held
as of December 31, 1992.

PARAGUAY

On October 4, 1991, the Government of the Republic of Paraguay
requested the Organization of American States to send a mission to observe the
Constituent Elections which were held on December 1, 1991. The elected
constituents had the responsibility of drafting a new constitution. The elections
took place as planned and was temporarily financed by the OAS Regular Fund,
pending receipt of external funding. On December 26, 19291, the Government
of Germany contributed $20,000 to the mission, and on September 30, 1992,
the United States Government committed itself to providing $110,000, which
was received in February 1993.

Administrative Support

The personnel posts assigned to the Unit for Promotion of Democracy are
financed by the Regular Fund of the General Secretariat.
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THE ORGANIZATION OF AMERICAN STATES

The Organization of American States (OAS) is the world's oldest regional organization, dating
back to the First International Conference of American States, held in Washingion, D.C., from Octo-
ber 1889 to April, 1890. This meeting approved the establishment of the Intamational Union of Amer-
ican Republics. The Charter of the OAS was signed in Bogota in 1948 and entered into force in
Decermber 1951. The Charter was subsequently amended by the Protocol of Buenos Aires signed in
1867, which entered into force in February 1970, and by the Protocot of Cartagena de Indias, signed
in 1985, which entered into force in November 1988. In 1952 the Pratocol of Amendments, “Protocol
of Washington”, was signed and will enter into force upon ratification by two-thirds of the Member
States. The OAS currently has 35 Member States. In addition, the Organization has granted Perma-
nent Observer status to 29 States, as well as the European Economic Community.

The basic purposes of the OAS are as follows: to strengthen the peace and security of the con-
tinent; to promote and consolidate representative demacracy, with due respect for the principle of
nonintervention; to prevent possible causes of difficuities and to ensure the pacific settlement of dis-
putes that may arise among the Member States; to provide for comman action on the part of those
States in the event of aggression; to seek the solution of political, juridical and economic problems
that may arise among them; to promote, by cooperative action, their economie, social and cultural
development, and to achieve an effective limitation of conventional weapons that will make it possi-
ble to devote the fargest amount of resources to the economic and soctal development of the Mem-
ber States.

The OAS accomplishes its purposes through the following organs: the General Assembly; the
Masting of Consultation of Ministars of Foreign Affairs; the Councils (the Permanent Council, the
Inter-American Economic and Social Council and the [nter-American Council for Education, Sci-
ence, and Culture); the Inter-American Juridical Committee; the inter-American Commission on
Human Rights; the General Secretariat; the Specialized Conferences; the Specialized Organizations
and other entities established by the General Assembly.

The General Assembly holds reguiar sessions once a year. Under special circumstances it
meets in special session. The Maeting of Consultation is convened to consider urgent matters of
common interest and to serve as Organ of Consultation under the Inter-American Treaty of Recipro-
cal Assistance (Rio Treaty), the main instrument for joint action in the event of aggression. The Per-
manent Council takes cognizance of such matters as are entrusted by the General Assembly or the
Mesting of Consuitation and implemenis the decisions of both organs when their implementation
has not been assigned to any other body, it monitors the maintenance of friendly relations among
the Member States and the observance of the standards governing General Secretariat operations
and aiso acts provisionally as Organ of Consultation under the Rio Treaty. The purpose of the other
two Councils is to promote cooperation among the Member States in their respective areas of com-
petence. These Councils hold one annuat meeting and meet in special sessions when convoked in
accordance with the procedures provided for in the Charter. The General Secretariat is the central
and permanent organ of the OAS, The headquaners of both the Permanent Council and the General
Secretariat is in Washington, D.C.

MEMBER STATES: Antigua and Barbuda, Argentina, The Bahamas (Commonweafth of),
Barbados, Belize, Bolivia, Brazil, Canada, Chile, Colombia, Costa Bica, Cuba, Dominica
(Commonweaith of}, Dominican Republic, Ecuador, El Salvador, Grenada, Guatemala, Guyana,
Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, St. Kitts and Mevis,
Saint Lucia, Saint Vincent and the Grenadines, Suriname, Trinidad and Tobago, United States,
Uruguay and Yenezuela,






