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RESPONSIBILITY FOR FINANCIAL 

STATEMENTS 

 

The General Assembly approved the administration of the 

funds under its purview, to the General Secretariat and the 

Inter-American Agency for Cooperation and Development 

(IACD), and granted autonomy to certain organizations, 

agencies and/or entities. 

 

During the years 2005 and 2004, the administration of the 

OAS entities contained in this report was divided as follows: 

the General Secretariat was responsible for financial 

administration of the Regular Fund and its related specific 

projects. The IACD was responsible for the financial 

administration of Special Multilateral of the Inter-American 

Council Fund for Integral Development (FEMCIDI) funds and 

its related specific projects.  Since 2002, IACD entered into 

an agreement with the GS/OAS to record most of its 

accounting transactions in the GS/OAS financial system 

(OASES).  The Leo S. Rowe Pan American Fund was under 

the administrative responsibility of IACD and its treasury was 

under the General Secretariat. The Inter-American Defense 

Board received contributions from OAS but operated 

administratively as an autonomous entity. The Retirement 

and Pension Fund conducts a separate independent audit 

which is included in this publication under Section V. 

 

According to the separation of administrative responsibility 

mentioned above, the annual audit book for year 2005 is 

divided into five sections: Section I relates to the comments 

and recommendations by the Board of External Auditors to 

improve operating procedures and internal controls; Section 

II incorporates the financial statements of the funds 

administered by the General Secretariat; Section III 

incorporates the financial statements of the funds 

administered by the IACD; Section IV incorporates the 

financial statements of entities related to OAS that operate 

administratively autonomous; and Section V reflects the 

financial statements of the Retirement and Pension Fund. 

As reflected in Section II, the General Secretariat has 

prepared and is responsible for the integrity of the financial 

data included in the accompanying financial statements.  The 

statements have been prepared in conformity with 

accounting practices prescribed by the Budgetary and 

Financial Rules of the Organization, which include the 

financially oriented General Standards to Govern the 

Operations of the General Secretariat and other provisions 

approved by the General Assembly. The accounting practices 

utilized by the General Secretariat differ in certain respects 

from accounting principles generally accepted in the United 

States of America customarily applied in the presentation of 

financial statements.  A description of the significant 

differences with the accounting principles generally accepted 

in the United States of America is set forth in Note 2 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 accounting system includes internal 

controls 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, consisting 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 SB & 

Company, LLC to audit the financial statements.  SB & 

Company’s opinion on the financial statements is based on 

auditing procedures, which include a review of internal 

controls 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 
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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. 

 

For the Leo S. Rowe Panamerican Fund (Rowe Fund), the 

General Secretariat acts as its Treasurer and in that capacity 

has prepared those financial statements, and is responsible 

for the integrity of the data contained therein.  However the 

Rowe Fund is administratively under the IACD, and 

accordingly, the IACD is responsible for all operational 

aspects of the Rowe Fund Technical Secretariat. 
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Discussion’s 
Guidelines 
 

This overview is designed 
to provide readers with a 
view of the Organization’s 
financial results and 
certain factors that may 
affect OAS in the future 
from the perspective of 
the Organization’s 
management. The 
information presented 
within this discussion is 
organized as follows: 
 

• Information is broken 
down into four sections. 

 

• This discussion should 
be read in conjunction 
with OAS’ 2005 financial 
statements and 
accompanying notes 
beginning on page 43 of 
this publication.  

 

• Financial statements and 
data contained herein 
may have been 
summarized and should 
not be considered as 
comprehensive detail of 
OAS financial 
information. 

 

• Unless otherwise noted, 
financials statements 
presented in this 
discussion are expressed 
in millions (“M”) of U.S. 
dollars with the 
exception of 
percentages. 

 

• Fiscal years may be 
presented with only the 
two last digits of the 
year i.e. “05” in the case 
of fiscal year 2005 
unless otherwise noted. 
The fiscal period runs 
from January 1, 2005 to 
December 31, 2005. 

 

• Some sections of this 
discussion may contain 
overviews in which 
historical financial 
information is provided 
due to OAS’ structural 
reorganization in 2004. 
Financial information 
may have been 
realigned to 
accommodate the 
purposes of yearly 
comparisons. 

MANAGEMENT’S  DISCUSSION AND ANALYSIS

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

OPERATIONS AND RESERVE SUB FUNDS OF THE REGULAR FUND 
 
The following analyses are related to the budgetary authorizations (appropriations) of the 

Regular Fund as mandated by the General Assembly, financing provided by Member states, 

changes in quotas in arrears, budget execution for the current period, and a summary of the 

Regular Fund’s financial position. 

 
Revenue from Quota Collections 

In 2005 revenues increased primarily due to a 14% higher total quota collection of $76.3M, 

compared to $67.1M in 2004 (see table 1 below). 

 
Table 1: Quota Collections 
(In thousands) 

2005 2004
Amount %

Quota Collections  $        76,278  $        67,051  $          9,227 14 

  Less: prompt payment credit 309 246 63 26 

 $        75,969  $        66,805  $          9,164 14 

Change

 
 
Chart 1: Quota Performance During the Period 
(In millions) 

4.2

12.3

62.9

64.0 8.9

10.9

9.7

 10.3 04

05
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Total quota collection $76.3M
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year end $18.6M

$94.9M

$88.3M

Total quota collection $67.1M
Quotas in arrears at 

year end $21.2M

Quota assessment $73.7M

 
As illustrated in chart 1 above, the $9.2M incremental change in overall quota collection from 

2004 was driven by higher collections on prior year balances and slightly higher collection of 2005 

assessed quotas, totaling $12.3M and $64.0M respectively. The total quota receivable at the 

beginning of 2005 was $94.9M, composed of $73.7M in assessed quotas and $21.2M in quotas in 

arreas at the end of 2004. At the end of 2005, $18.6M remained in arrears compared to $21.2M 

of the previous period. The 2005 decline in quotas in arrears of 12% has helped 
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alleviate some of the difficulties stemming from low quota 

payments and the demand to comply with increasing 

mandates from the Member states with fewer resources. 

Still, quota payments are a continuing concern throughout 

the year as the timing of these payments is uneven as 

compared to budgetary execution. Further information 

regarding quota collections by donor is presented in the 

following charts: 

 

Chart 2: $76.3M in Total Quota Collections by Member States 
(In millions) 
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Chart 3: $18.6M in Quotas in Arrears by Member States 
(In millions) 
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As of March 2006, three Member states (Dominican Republic $0.7M, Paraguay 
$0.1M, Suriname $0.07M) had presented payment plans to pay off their full 
balances in arrears during 2006. It is worth noting that Venezuela paid off its 
full balance in arrears of $2.4M during the same month in 2006. 

 

 

Other Revenue 

Table 2: Other Revenue 
(In thousands) 

2005 2004
Amount %

Contribution for 
administrative and technical 
support

$1,181 $1,223 ($42) (3)

OAS Treasury Fund income 397 173 224 129 

Rentals 500 - 500 100 

Other income, refunds, and 
deobligations

1,733 145 1,588 1,095 

Total other revenue $3,811 $1,541 $2,270 147 

Change

 
 
Overall, an increase of $2.3M from 2004 was received in 

other revenue (see table 2). Income corresponding to 

contributions for administrative and technical support 

corresponding to 15% of pledges to FEMCIDI decreased 

approximately 3% this year as compared to 2004. Although 

this decline is not considerable ($42 thousand), for 2006 it is 

anticipated that the Regular Fund will receive $1M less due 

to a significant reduction in pledges to FEMCIDI received 

during 2005 (see chart 4 below). 

 

Chart 4: Relationship Between Pledges to FEMCIDI and its 
Contributions to Administrative & Technical Support 

(In thousands) 

$1,271

$7,866 $8,156

$191

$1,181 $1,223

06 (anticipated) 05 04

Prior year pledges

Period's contribution to the Regular Fund for administrative and
technical support  

 

A combination of higher interest rates and average daily cash 

balances during 2005 has resulted in better returns on OAS 

Treasury Fund balances, increasing by $224 thousand as 

compared to the previous year (see table 2 above). Pursuant 
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to Resolution AG/RES. 2059 (XXXIV-O/04), the approved 

budget for 2005 includes a provision to finance continuing 

operations with income deriving from rentals (subsequently 

designated at $0.5M), and all other miscellaneous income 

such as insurance refunds ($0.8M) and America’s Magazine’s 

subscriptions ($0.3M). 

 

Expenditures and Obligations Pursuant to 

Appropriations 

At the XXXIV Regular Session of the General Assembly, the 

General Secretariat was authorized, pursuant to Resolution 

AG/RES. 2059 (XXXIV-O/04), to execute $78.3M which 

included: $76.3M of Regular Fund Budget activities plus up 

to $2.0M in Supplementary Appropriations and America’s 

Magazine. The 2005 quota collection of $76.3M allowed the 

General Secretariat, towards the end of the fiscal year, to 

provide allotments of 100% of the approved appropriations 

of $76.3M. At the end of 2005, the General Secretariat 

executed activities totaling $77.2M (see table 3 below) which 

included: $75.2M of Regular Fund activities, $1.7M of 

Supplementary Appropriations and $0.3M of America’s 

Magazine. 

 
Table 3: Execution by Object of Expense 
(In millions) 

% % %
Personnel  $   49.4       64  $   50.5       63  $   47.4       62 
Fellowships         7.2         9         7.2         9         7.1         9 
Travel         1.2         2         1.4         2         1.7         2 
Documents         0.7         1         0.6         1         0.7         1 
Equipment         1.2         2         1.0         1         1.1         1 
Building and 
Maintenance

        5.1         7         6.0         8         5.5         7 

Contracts         7.8       10       10.9       14         7.7       10 
Other         4.6         6         2.3         3         5.1         7 

 $   77.2     100  $   79.9     100  $   76.3     100 

2005 2004 2003

 
 
The Regular Fund concluded the year with an appropriation 

balance of $1.1M, or 1.40%, of the total approved budget of 

$78.3M. In general, the Secretariat was unable to fully 

execute its budget due to liquidity problems experienced 

during most of the fiscal year. This situation caused a great 

deal of uncertainty as the General Secretariat had to manage 

the budgetary authorization with continuous caution by 

postponing new staff appointments and slowing down, 

and/or postponing activities. 

 
Financial Position and 2006 Outlook 

Chart 5:  Income, Execution, Net Change and Fund Balance 
 (In millions) 
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The net change of the financial activity in the Regular Fund 

resulted in a $2.6M surplus in operating activities (see chart 

5 above) driven by increased quota collections, higher 

returns on OAS Treasury Fund balances, increased 

miscellaneous revenues and unspent appropriations. The net 

change of $2.6M, together with the 2004 carry forward 

balance of $7.5M, yielded a 2005 fund balance of $10.1M. 

Note that the net change is computed by reducing the 

executed budget from income (quota collection and other 

income). 

 
Table 4: Statements of Assets, Liabilities and Fund Balances 
(In thousands) 

2005 2004
Amount %

Assets  $  80,270  $ 72,759  $ 7,511 10 

Liabilities      35,075     32,719     2,356 7 

Fund Balances:

  Appropriated for 
    Supplementary
    Appropriations

               -          865      (865) (100)

  Allocation pursuant to
    Res. CP/RES. 894 
    (1516/05)

       1,552              -     1,552 100 

   Reserve Subfund        8,608       6,711     1,897 28 

   Equity in Fixed Assets      35,035     32,464     2,571 8 

 $  80,270  $ 72,759  $ 7,511 10 

Change
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Preliminary analysis on assets and liabilities on the Regular 

Fund’s balance sheet (see table 4 on the previous page) 

indicate that the liquidity position of the fund has improved 

slightly during 2005. The Fund’s cash position increased due 

to higher quota collections, showing a small improvement of 

its short-term solvency and capability to pay off its liabilities 

that will come due in the near future. During the last quarter 

of the year, Resolutions CP/RES. 894 (1516/05) and 

CEPCIDI/RES. 115 (XXIII-E/05) authorized the General 

Secretariat to use up to $2M from the Capital Fund for the 

OAS Scholarship and Training Programs to cover 

overextended fellowship commitments incurred by the 

Department of Fellowships. The General Secretariat later 

determined that only $1.5M had been used, which needs to 

be replenished as soon as possible with funds from the 

Reserve Subfund as per Resolution CP/RES. 894 (1516/05). 

 

 

____________________ 

 
 
EXECUTIVE ORDER 04-01 CORR 1: 
REORGANIZATION OF THE GENERAL SECRETARIAT 
 
The General Secretariat was restructured in 2004 by the 

former administration, taking into consideration for the most 

part the following premises from Executive Order 04-01 Corr 

1:  

 

1) That the Regular Fund resources were insufficient to 

support the General Secretariat as it was organized. 

2) That the likelihood of improving Member State support for 

the quota increases necessary to sustain the financial and 

operational viability of the General Secretariat was remote 

without an effective and immediate reorganization of its 

structure. 

3) That failure to complete a major reorganization of the 

General Secretariat well before the beginning of 2005 will 

place in jeopardy the job security of the staff and the 

ability of the General Secretariat to execute priority 

programs during that year and beyond, thereby 

frustrating the expectations of the Member states and the 

staff.  

4) Recommendations of the Management Study of the 

Operations of the General Secretariat presented to the 

Permanent Council by Deloitte & Touche in the first 

semester of 2004 (“Management Study”). 

 

This structure is reflected in the 2005 financial statements. 

 

As a result of this reorganization, the General Secretariat 

created departments to substitute the previously established 

executive secretariats where technical areas were rellocated 

within the new structure. For example, the Office for the 

Promotion of Democracy (former Unit for the Promotion of 

Democracy) now includes the Special Mission to Strengthen 

Democracy in Haiti (originally under the Office of the 

Assistant Secretary General) and excludes all Mine Action 

Programs, which are now managed by the Office of 

Humanitarian Mine Action. This new structure diverged from 

the existent budgetary structure and therefore required the 

development of a mechanism to facilitate the uniform 

presentation of financial reports. Efforts were made by the 

Department of Budgetary and Financial Services (former 

Office of Budgetary and Financial Services under Executive 

Order 04-01 Corr 1) which ensured the successful 

harmonization of the budget and functional structure, and 

therefore a uniform presentation of financial reports at all 

levels of the Organization.  
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SPECIFIC FUNDS 
 

Definition 

As defined by the General Standards 

that Govern the Operations of the 

General Secretariat, “Specific funds 

are made up of special contributions, 

including those received without 

purposes and limitations specified by 

the donor, from Member states and 

Permanent Observer States of the 

Organization and from other Member 

states of the United Nations, as well 

as from individuals or public or 

private institutions, whether national 

or international for the execution and 

or strengthening of development 

cooperation activities or programs of 

the General Secretariat and other 

organs and entities of the 

Organization in accordance with 

agreements and contracts entered 

into by the General Secretariat in 

exercise of the powers conferred 

under the Charter.” 

 

Overall  Contributions 

During 2005, Specific Funds received 

a total of $61.7M compared to a net 

of $59.0M1 during the year 2004, 

increasing by $2.7M, or 4.7%. In 

2005, 57% of contributions to 

                                                 
1 Amount is the net of $112.7 reported in 2004 and 
does not include $8.4M in Tax Equalization Fund, $1.6M 
in Building Renovation rentals, $1.1M in Special 
Overhead Funds, $0.4 in common services/others now 
being reported under the Service, Designated and Tax 
Funds financial statement. In addition, the amount does 
not include $42.2M received in 2004 in special 
contributions from the Government of Mexico to finance 
the second part of the Specialized Security Conferences 
and the Conference for the signature of the United 
Nations Convention against Corruption held in Mexico in 
2004 as well as to establish the Mexican Fund for 
Cooperation with Latin America and the Caribbean. 

Specific Funds were received from Member states, 19% from Observers and the 

remaining 24% from Non-Member states and others. The major contributor was 

the United States with $23.8M (38.6% of total contributions) followed by the 

United Nations with $8.6M (13.9% of total contributions). An overview analysis of 

contributions by donor is presented on chart 6 below. 

 
Chart 6: Overview of 2005 Contributions by Donor 
(Percentages right next to donors correspond to share from total contributions) 

57% Member States
3 5,0 07 ,59 3$                                                                                                                                                                                                                                                   

26,723,958$                                                                                                                                                                                                                                                   

United States (38.6%) 23,847,007$   
Canada (12.8%) 7,902,988       
Brazil (2.4%) 1,483,989       
Mexico (0.7%) 435,549          
Panama (0.5%) 283,793          
Argentina 271,399          
Trinidad and Tobago 132,607          
Dominican Republic 130,880          
Chile 117,000          
Honduras 115,512          
Others 286,868             

Total Member States 35,007,592      

19% Observers
1 1,7 27 ,19 9$                                                                                                                                                                                                                                                   

50,004,353$                                                                                                                                                                                                                                                   

Sweden (7.6%) 4,707,846       
Norway (3.4%) 2,111,676       
Netherlands (3%) 1,844,109       
European Union (1.5%) 913,918          
Spain (0.9%) 525,217          
United Kingdom 492,140          
Italy 317,555          
Ireland 311,971          
China 196,800          
Denmark 150,000          
Others 155,968             

Total Observers 11,727,200      

24% Non-Member States and Others
1 4,9 96 ,76 0$                                                                                                                                                                                                                                                   

46,734,792$                                                                                                                                                                                                                                                   

United Nations (13.9%) 8,588,892       
I-A Development Bank (5.5%) 3,420,540       
World Bank (1.6%) 1,011,530       
Gordon & Betty Moore Foundation (0.5%) 331,000          
Fundación Once para AL (FOAL) (0.2%) 152,948          
Hewlett Packard Company 100,000          
Multiple Funding Sources & Others (2.3%) 1,391,850          

Total Non-Member States and Others 14,996,760      

100% Total Contributions 61,731,552$    
 

Contributions to Technical Areas 

Approximately $23.2M, or 38%, of the 2005 Specific Funds’ contributions were 

received by the Office for the Promotion of Democracy, out of which $9.1M, or 

39%, was contributed by Non-Member states and others, including their largest 

contributor (United Nations, $5.8M). A summary by technical area in descending 

order of amount is presented in table 5 on the next page. 
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Table 5: Overview of 2005 Contributions to Technical Areas 
(In U.S.$ dollars) 

Member States Observers
Non-Member 
States and 

Others
GRAND TOTAL

% of 2005 
contributions

Office for the Promotion of Democracy 8,846,503$      5,290,247$      9,056,884$      23,193,634$     37.57              
Office of Sustainable Development and Environment 2,450,558        108,271           4,350,349        6,909,178        11.19              
Office of the Executive Secretariat of CICAD 6,349,084        284,908           207,442           6,841,434        11.08              
Executive Office of the Secretary General 4,861,000        -                     -                     4,861,000        7.87                
Office of Humanitarian Mine Action 2,835,191        1,451,730        -                     4,286,922        6.94                
Unprogrammed Funds 3,381,132        -                     -                     3,381,132        5.48                
Office for the Prevention and Resolution of Conflicts 204,480           2,782,900        -                     2,987,380        4.84                
Office of the Secretary for the Inter-American Commission 
Against Terrorism (CICTE)

1,755,236        3,000              90,362             1,848,598        2.99                

Executive Secretariat for the Inter-American  Human 
Rights Commision

273,619           1,363,106        12,120             1,648,846        2.67                

Office of Trade, Growth, and Competitiveness 682,053           -                     214,081           896,134           1.45                
Summits of the Americas Secretariat 762,544           -                     71,875             834,419           1.35                
Technical Secretariat for Treaty Follow-Up Mechanism on 
Legal Cooperation

716,976           21,800             -                     738,776           1.20                

Office of Education, Science and Technology 359,180           58,487             252,611           670,278           1.09                
Permanent Secretariat  for the Inter-American Commission 
of Women (CIM)

308,768           130,000           74,938             513,706           0.83                

Tourism and Small Enterprise Division 345,009           -                     54,000             399,009           0.65                
Office of the Secretariat to the Inter-American 
Telecommunication Commission

-                     -                     302,809           302,809           0.49                

General Assembly 243,348           -                     -                     243,348           0.39                
Coordinating Office/OGSMS & Offices of the General 
Secretariat in the Member States

226,944           -                     -                     226,944           0.37                

Office of External Relations and Resource Mobilization -                     130,000           81,691             211,691           0.34                
Executive Office of the Assistant Secretary General 10,000             39,749             152,948           202,696           0.33                
OCCC-Foreign Trade Information System (SICE) 120,000           -                     120                 120,120           0.19                
Meetings of the Inter-American Council for Integral 
Development, Ministerial Meetings and Inter-American 
Committees 

113,894           -                     -                     113,894           0.18                

OAS Conferences 53,862             -                     -                     53,862             0.09                
Office of Conferences and Meetings 52,672             -                     -                     52,672             0.09                
Art Museum of the Americas 10,000             36,000             -                     46,000             0.07                
Inter-American Children's Institute 5,000              27,000             -                     32,000             0.05                
Office of Public Information -                     -                     26,855             26,855             0.04                
Administrative Tribunal Sessions -                     -                     24,051             24,051             0.04                
Department of Democratic and Political Affairs 22,438             -                     -                     22,438             0.04                
Office of Information Technology Services 18,100             -                     -                     18,100             0.03                
Office of General Legal Services -                     -                     17,000             17,000             0.03                
Office of International Law and Programs -                     -                     3,934              3,934              0.01                
Director's Office of Scholarships, Training, and Information 
Technology for Human Development 

-                     -                     2,691              2,691              -                  

GRAND TOTAL 35,007,593$     11,727,199$     14,996,760$     61,731,552$     100.00             
 

* Unprogrammed Funds in table 5 above include the following: OAS/DEMOC ($3,376,289) and Argentina Unprogrammed Funds ($4,843).  

 
Specific Funds Expenditures 

The level of expenditures for Specific Funds increased considerably by $17.7M, from a net of $46.3M2 in 2004 to $64.0M in 

2005. Table 6 on the next page illustrates expenditures by technical area of the GS/OAS in descending order of amount. 

                                                 
2 Does not include $51.1M (net of $97.4M reported in 2004) in excluded items (Special Conferences financed by Mexico, Building Renovation, common services/others and Special Overhead 
Funds). 



________________________________ 
OAS 2005                           41 

Table 6: 2005 Expenditures by Technical Area 
(In millions) 

Amount
% of 2005 

expenditures

Office for the Promotion of Democracy 24.8$      39               
Office of Sustainable Development and 
  Environment

8.5          13               

Office of Humanitarian Mine Action 6.2          10               

Office of the Executive Secretariat of CICAD 6.0          9                 

Resolution CP 831/2002 4.0          6                 
Office for the Prevention and Resolution of 
  Conflicts

3.5          5                 

Executive Secretariat for the Inter-American  
  Human Rights Commision 

2.3          4                 

Office of Trade, Growth, and Competitiveness 1.6          3                 

Office of the Secretary for the Inter-American 
  Commission Against Terrorism (CICTE)

1.6          3                 

Summits of the Americas Secretariat 1.0          2                 

Other Offices 4.5          6                 

GRAND TOTAL 64.0$      100           
 

* A breakdown by activity of Resolution CP 831/2002 may be found in the 
Specific Funds financial statements on page 80 of this publication. 

 

Roughly $36.6M, or 57%, of overall Specific Funds’ 

expenditures were assigned to cover personnel and 

performance contracts costs (objects 1, 2 & 8). Table 7 

below illustrates execution by object of expenditure. 

 

Table 7: 2005 Execution by Object of Expenditure  
(In millions) 

Amount
% of 2005 

expenditures

(Obj. 1 & 2) Personnel 6,048$     9.45             
(Obj. 3) Fellowships 20           0.03             
(Obj. 4) Travel 9,542       14.91           
(Obj. 5) Documents 827          1.29             
(Obj. 6) Equipment 7,778       12.15           
(Obj. 7) Building and Maintenance 4,189       6.54             
(Obj. 8) Contracts 30,597     47.80           
(Obj. 9) Other 5,008       7.82             
GRAND TOTAL 64,009$   100.00          

 
 

 

____________________ 
 
 
 
 

ADMINISTRATIVE SUPPORT FUND 
 

Since 1997, contributions to Specific Fund Projects have 

continued to increase, surpassing the Regular Fund’s 

Approved Budget for the first time in 2003. This increase in 

Specific Fund Projects’ contributions has created additional 

workloads within the Administration of the GS/OAS (for 

example: increased numbers of purchase orders, checks 

issued and received, financial statements and external 

program audits). Because of the continuous decline in 

Regular Fund resources, much of this additional work has 

been partially financed through administrative support 

provided by Specific Fund contributions. 

 

The General Standards contain two main provisions relevant 

to administrative and technical support which help alleviate 

the continued added demand from Specific Projects on the 

administrative infrastructure of the Organization. The 

following provisions, found in the General Standards, are the 

basis on which overhead and interest accreditation is 

currently recorded to the Administrative Support Fund:  

 

Article 78.  Banking Deposits and Interest. (c) Interest 

earned by each Specific Fund or Trust Fund established 

under Articles 74 and 75 of these General Standards shall be 

credited to that Fund. However, for each Specific Fund and 

Trust Fund for which the donor has not otherwise provided 

the corresponding funds to cover the overhead for 

administrative support and technical supervision costs of the 

activities financed by that Fund, the interest earned shall be 

credited to the Regular Fund or to the IACD Fund for 

Operations established in the IACD Statutes, as the case may 

be, in the amount necessary to cover those costs. 

 

Article 80.  Contributions for Technical Supervision and 

Administrative Support. (d) All other Specific Funds and Trust 

Funds shall make a contribution to the Regular Fund to cover 

technical supervision and administrative support provided for 
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the activities financed by those Funds.  The contribution shall 

be negotiated by the General Secretariat. 

 

In general, the current policy applied to Specific Projects in 

regards to the collection of administrative support can be 

summarized as follows: 

 

a) The contribution to cover administrative support for each 

program shall be negotiated by the General Secretariat. 

b) All Specific Projects shall make a contribution towards 

covering administrative support, currently established at 

a minimum of 2%. 

c) Unless otherwise specified in the donor agreement, and 

where administrative support does not cover the 

corresponding costs associated with the administration of 

the Specific Project, interest accrued to the contribution 

shall be utilized to cover administrative costs. 

 

In some cases the above policy may not have been applied 

due to a lack of an enforceable mechanism within the 

General Secretariat and/or some resistance from various 

donors to cover administrative costs. In 2005, exceptions to 

this policy were made to projects financed by USINL (United 

States Bureau for International Narcotics and Law 

Enforcement) per their explicit request, where the 

administration was not allowed to collect administrative cost 

coverage and further return any interest earned on these 

contributions. Therefore, interest income is being reimbursed 

to the donor and no administrative support is received. 

USINL has requested that all overhead be controlled and 

utilized by the recipient technical areas even though there 

are significant administrative costs incurred by the 

administration in managing over $7M in funds provided by 

USINL. 

 

Pursuant to Resolution AG/RES. 2157 (XXXV-O/05), 

paragraph II.2, adopted at the fourth plenary session, held 

on June 7, 2005, $0.7M will be utilized from the 

Administrative Support Fund to partially finance the year 

2006 program-budget of the Regular Fund. 

 

Even though the Administrative Support Fund had a positive 

fund balance at year end as compared to the negative fund 

balance reported in 2004, the General Secretariat considers 

that this tendency is not sustainable in the long term due to 

the inherent risk of interest rates fluctuations and the 

continued demand on a larger administrative infrastructure. 

Ideally, the full transfer of income and disbursements from 

this fund to the Regular Fund would be advisable, taking into 

consideration both the administrative/recurring nature of the 

disbursements under the Administrative Support Fund and 

the mandate in Resolution AG/RES. 2157. 
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REGULAR FUND
OPERATING AND RESERVE SUBFUNDS

Exhibit 1
Statements of Assets, Liabilities and Fund Balances
(in thousands)
As of December 31 2005 2004

Assets 
Cash and Equity in OAS Treasury Fund 9,260$          4,215$          
Advances to employees 20                -  
Other assets 4,519            6,550            
Present value of OAS annuities 7,201            4,980            
Investment in Fixed Assets Fund 59,270          57,014          
Total assets 80,270$   72,759$    

Liabilities
Unliquidated obligations 1,698$          1,128$          
Quotas/Pledges collected in advance 89                -  
Appropriations to be charged to future years 7,201            4,980            
Accounts payable and other liabilities 1,852            2,061            
Mortgage liability 24,235          24,550          
Total liabilities 35,075      32,719        

Fund Balances 
Appropriated for Supplementary Appropriations -  865              
Allocated pursuant to CP/RES 894 (1516/05) 1,552            1 -  
Reserve Subfund 8,608            6,711            
Total fund balances 10,160      7,576         

Equity in Fixed Assets 35,035          32,464          
Total Liabilities and Fund Balances 80,270$   72,759$    

Exhibit 2
Statements of Changes in Fund Balances
(in thousands)
For the years ended December 31 2005 2004

Increases 
Quota Collections 76,278$        67,051$        
Less prompt payment credit 309              246              

75,969          66,805          

Contribution for administrative and technical support 1,181            1,223            
OAS Treasury Fund income 397              173              
Rentals 500              -  
Other income, refund, and deobligations 1,733            145              
Total increases 79,780      68,346        

Decreases
Expenditures and obligations pursuant to appropriations
  General Assembly and Permanent Council 12,561          12,764          
  Executive Office of the General Secretariat 9,799            11,109          
  Units and Specialized Offices 11,113          11,907          
  Inter-American Council for Integral Development (CIDI) 10,939          11,243          
  Offices Away from Headquarters 5,915            5,561            
  Activities of the Sub-secretariat for Legal Affairs 3,073            2,102            
  Activities of the Sub-secretariat for Management 12,030          12,520          
  Common, Administrative and Personnel Costs 7,752            8,396            
  Contribution to other agencies 4,014            4,266            
Total decreases 77,196      79,868        

Net Increase (Decrease) during year 2,584            (11,522)         
Fund balances at beginning of year 7,576            19,098          
Fund Balances at end of year 10,160$   7,576$       

1 Allocated to replenish the Capital Fund for the OAS scholarship and training programs 
   to cover overextended fellowship commitments incurred by the Department of Fellowships  

See accompanying notes
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SPECIFIC FUNDS RELATED TO REGULAR FUND ACTIVITIES

Exhibit 3
Statements of Assets, Liabilities and Fund Balances
(in thousands)
As of December 31 2005 2004

Assets
Cash and equity in OAS Treasury Fund 67,832$       71,037$       
Advances to employees and other receivables 430             272             
Total assets 68,262$  71,309$   

Liabilities and Fund Balance
Unliquidated obligations 13,908$       10,041$       
Accounts payable and other liabilities 7,054           8,039           
Fund balances
 Specific Funds 48,500         57,963         
 Service Funds 3,153           1,611           
 Tax Equalization Fund (4,353)         (6,345)         
Total liabilities and fund balances 68,262$  71,309$   

Exhibit 4
Statements of Changes in Fund Balances
(in thousands)
For the years ended December 31 2005 2004

Increases
Contributions Specific Funds 61,732$       101,197$     
Contributions Service Funds 1,584           3,058           
Contributions for tax reimbursement 9,205           8,443           
Transfers 1,937           441             
Other income and interest 9,502           7,784           
Total increases 83,960         120,923       

Decreases
Obligations and expenditures Specific Funds 67,614         80,321         
Obligations and expenditures Service Funds 17,473         18,835         
Transfers 712             -                 
Return to donors 4,090           381             
Total decreases 89,889         99,537         

Net (Decrease) Increase during period (5,929)         21,386         
Fund balance at beginning of year 53,229         31,843         
Fund balance at end of year 47,300$  53,229$   

 

See accompanying notes
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NOTES TO FINANCIAL STATEMENTS 

 

1. ORGANIZATION AND FINANCIAL STATEMENTS 

The Charter of the Organization of American States (OAS) 

was signed in Bogota in 1948 and amended by the Protocol 

of Buenos Aires in 1967, by the Protocol of Cartagena de 

Indias in 1985, by the Protocol of Washington in 1992, and 

by the Protocol of Managua in 1993.  In this charter, OAS 

was created as an international organization to achieve an 

order of peace and justice, to promote solidarity, to 

strengthen collaboration, and to defend their sovereignty, 

territorial integrity, and independence. The OAS is a regional 

agency, within the United Nations. 

 

The OAS accomplishes its purposes by means of a) the 

General Assembly, b) the Meeting of Consultation of 

Ministers of Foreign Affairs, c) the Councils, d) the Inter-

American Juridical Committee, e) the Inter-American 

Commission on Human Rights, and f) the General 

Secretariat.  

 

The General Secretariat is the central and permanent organ 

of the OAS. To ensure observance of limitations and 

restrictions placed on the use of resources available to OAS, 

the accounts of 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 primarily by the assessment of 

quotas to the Member states and contributions from certain 

other OAS funds (Note 2D).  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.  In addition to the General Secretariat, the 

following organs, specialized organizations, agencies and 

entities are financed wholly or in part through budgetary 

appropriations of the Regular Fund and are included in the 

financial statements of the Regular Fund: 

 
• General Assembly 

• Permanent Council of the OAS 

• Inter-American Commission on Human Rights 

• Inter-American Commission of Women 

• Inter-American Juridical Committee 

• Inter-American Children’s Institute 

• Inter-American Court on Human Rights 

• Inter-American Commission for Drug Abuse Control 

• Inter-American Telecommunications Commission 

• Inter-American Defense Board 

• Inter-American Council for Integral Development 

• The Meeting of Consultation of Ministers of Foreign 

Affairs 

• Pan American Development Foundation 

 
Specific Funds and Funds  from Special Contributions 

(Specific Funds, Service Funds  and Trust Funds) - 

Financed by grants or bequests for activities specified by the 

donor, 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. These funds have been segregated for specific 

purposes and their use is restricted through designation by 

the General Assembly, the General Secretariat and the 

donor. OAS manages several activities identified as Service 

Funds, which allows OAS to handle certain administrative 

activities not related to donor agreements or Trust Funds.  

For 2005, OAS has segregated these funds within the 

Specific Funds financial statements to reflect the impact of 

those Funds. 

 

The financial position and changes in fund balance of the 

Regular Fund are reflected in Exhibits 1 and 2 on a 

consolidated basis. The financial position and changes in 
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fund balances of the Specific Funds and Service Funds are 

shown in Exhibits 3 and 4 on a consolidated basis. 

 

OTHER ENTITIES AND SPECIALIZED 

ORGANIZATIONS 

The assets and liabilities as of December 31, 2005 and 2004, 

and the related income and expenses for the years then 

ended of the following organizations, which are subject to 

separate budgetary control and financial reporting, are not 

included within the accompanying financial statements of 

OAS (Exhibits 1, 2, 3 and 4): 

 

• Inter-American Indian Institute  

• Inter-American Institute for Cooperation on Agriculture * 

• Inter-American Library Simon Bolivar * 

• Leo S. Rowe Pan American Fund * 

• OAS Medical Benefits Trust* 

• Pan American Health Organization  

• Rowe Memorial Benefit Fund * 

 

2. ACCOUNTING PRINCIPLES 

The accompanying financial statements have been prepared 

in accordance with the Budgetary and Financial Rules of 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 OAS, and as such, result in accounting 

principles and a financial statement display which vary in 

certain material respects from accounting principles generally 

accepted in the United States of America. OAS has not 

quantified the impact of these differences on the financial 

statements.  The significant deviations are as follows: 

 

A. The General Secretariat deems impractical to evaluate the 

collectibility of assessed but uncollected quotas; therefore, 

quotas are included in the financial statements of the 

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

various funds only to the extent collected. Contributions 

from Member states and from other interested parties for 

specific purposes are similarly recorded at the time of 

collection. 

 

B. Unliquidated obligations in certain funds include amounts 

related to commitments to disburse monies for the 

procurement of goods or services in future periods.  Such 

amounts represent liabilities to third parties at the end of 

the respective periods and are anticipated to be expended 

in the subsequent year in the completion of a particular 

program or activity.  Unliquidated obligations in the 

Regular Fund are de-obligated upon the expiration of the 

related appropriation. Those de-obligated obligations are 

recorded as other income in the accompanying financial 

statements. 

 

C. OAS provides certain benefits to its employees that accrue 

to them during periods of employment and are payable at 

various times during employment or upon separation, 

whether voluntary or involuntary. Costs for such employee 

benefits have historically been recorded upon payment 

rather than as such benefits accrue.   

 

The following table shows these expenditures and obligations 

for the years ended December 31, 2005 and 2004: 

 
 2005  2004 

Home travel $       143,790 $        175,016
Repatriation of family and 

household goods upon 
separation 

165,146 178,331

Separation indemnity and 
termination pay 1,093,258 1,226,936

Medical Benefits 
subsequent to 
separation 

2,297,134 2,080,270

Total $     3,699,328 $      3,660,553
Unrecorded earned annual and special leave approximated $6,290,051 and 
$6,388,732, as of December 31, 2005 and 2004, respectively. 
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D. The General Assembly of the OAS adopts a consolidated 

program budget which includes the budgets for the 

Regular Fund.  In the consolidated budget, the amounts 

appropriated for substantially all approved (career) 

personnel costs are included in the Regular Fund’s budget.  

In addition, certain other administrative costs benefiting 

all funds are included in the budget of the Regular Fund.  

In lieu of allocating these costs to various funds on a 

services-rendered basis, the General Assembly has 

provided that the other funds pay a contribution to the 

Regular Fund for administrative and technical support.  

The amount of the contribution may not bear a direct 

relationship to the actual cost of the services provided to 

those funds during the period. 

 

E. The Statements of Assets, Liabilities and Fund Balances of 

the Regular Fund include certain amounts to be charged 

against future appropriations.  These expenditures are 

deferred as there is no approved budgetary financing. This 

deferral does not relate to the period in which the benefits 

accrue. 

 

F. The Statements of Assets, Liabilities and Fund Balance of 

the Regular Fund do not account for unexpended 

advances issued in the performance of certain OAS 

programs as they are recorded as expenses (Note 7). 

 
G. Contributions from Member states and other interested 

parties in the form of use of facilities and services are 

received for certain activities administered by the General 

Secretariat. No amounts are recorded in the 

accompanying financial statements relating to the use of 

such facilities or services in as much as the General 

Secretariat currently does not have an objective procedure 

to value these amounts. 

 

H. A cash flow statement is not provided and certain other 

provisions pertaining to accounting principles generally 

accepted in the United States of America related to 

financial statement display are not applied.  In addition, 

unrealized gains/(losses) on investments are not included 

in income, and investments are recorded at historical cost, 

not at fair market value. 

 

I. OAS has created revolving accounts (service funds) 

according to its Rules for the allocation of common costs 

among the various OAS funds and entities and other 

administrative activities that are not necessarily donor 

related.  The major purpose of service funds is the 

identification of costs that should be allocated to various 

GS/OAS dependencies or to manage administrative 

activities.   Those GS/OAS entities to which the costs are 

allocated recognize the amount as expenditures and a 

reduction in cash, and the service fund recognizes the 

related income and the expenditures to third party 

vendors for 2005.  For 2005, OAS has segregated these 

funds within the Specific Funds financial statements to 

reflect the impact of those Funds. 

 

3. USE OF ESTIMATES 
The preparation of financial statements in accordance with 

the Rules requires management to make estimates and 

assumptions that affect the reported amounts of assets and 

liabilities, disclosure of contingent assets and liabilities as of 

the date of the financial statements and the reported 

amounts of income and expenses during the reporting 

period.  Actual results could differ from those estimates. 

 

4. FOREIGN CURRENCIES 
Certain income and expense transactions during 2005 and 

2004 were in currencies other than the United States dollar.  

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 ($832,000 and $1,762,000 as of 

December 31, 2005 and 2004, respectively) have been 

translated into the United States dollar at the applicable 
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exchange rates at the time of the transactions. Certain 

currencies are restricted as to convertibility and, therefore, 

must be utilized in OAS activities. 

 
5. 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 General Secretariat administers 

the OAS Treasury Fund, and amounts not immediately 

required for operations are invested.  Income earned by the 

OAS Treasury Fund is added to the equity of each fund in 

proportion to its balance. 

 
The composition of the OAS Treasury Fund as of December 

31 is as follows: 

 
OAS TREASURY FUND 

 2005 2004 
Demand and Time Deposits, net of 

$470,000 and $612,000 
representing checks not presented 
for payment at December 31, 
2005 and 2004, respectively.  

$ 104,835,000 $ 107,681,000

Accrued Interest Receivable 59,000 23,000
Scheduled Disbursements (126,000) (93,000)

Local Currency at National Offices 

  

832,000 
105,600,000 

1,762,000
109,373,000

   
Less Equity of:  
Administrative and Trust Funds        

(Rowe, Medical Benefits) 528,000 141,000

Inter-American Agency for 
Cooperation and Development 27,991,000 33,998,000

   
Add:  
  Petty Cash and Cash in Transit 11,000 18,000
Total $ 77,092,000 $ 75,252,000

 
Fund Balances 

The Regular Fund is divided into three subfunds: 

Appropriated for Supplementary Appropriations, the 

Operations Subfund Unappropriated, and the Reserve 

Subfund. 

 

Appropriated for Supplementary Appropriations: The purpose 

of the Appropriated for Supplementary Appropriations 

subfund is to reserve funds to cover resolutions that have 

been approved but not provided for in the program-budget 

as of December 31, 2005 and 2004. 

 

The Operations Subfund Unappropriated:  In accordance 

with the Regular Fund Program-Budget, the Operations 

Subfund Unappropriated is where all income of the Regular 

Fund is credited to, and against which all obligations and 

expenditures are charged to, except for those amounts 

allocated to the Reserve Subfund or the Supplementary 

Appropriations.  

 

The Reserve Subfund:  The purpose of the Reserve Subfund 

is to ensure the regular and continuous financial functioning 

of the General Secretariat. The amount of this Subfund shall 

be equivalent to 30 percent of the total annual quotas of the 

Member states. Any excess of the 30 percent shall be 

available for any purpose approved by the General Assembly.  

As of December 31, 2005 and 2004 the total fund balance 

was insufficient to provide 30 percent to this balance. 

 

The following is the rollforward of the equity accounts from 

December 31, 2004 to December 31, 2005: 

 

6. FIXED ASSETS 
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 

 
Appropriated for 
Supplementary 
Appropriations 

Operating 
Subfund 

Unappropriated 

Reserve 
Subfund 

Investment 
in 

Fixed 
Assets 

Balance,       
Dec. 31, 2004 $          865 $                  - $  6,711 $   32,464

Net increase 
(decrease) 
during period 

687 - 1,897 -

Net increase in 
fixed assets - - - 2,571

Balance,       
Dec. 31, 2005 $       1,552 $                  - $  8,608 $   35,035
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Fixed Assets Fund.  This practice allows the GS/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 

Statements of Assets, Liabilities and Fund Balances.  

 

Only those assets under direct control of the General 

Secretariat at its headquarters, its offices in the Member 

states and certain assets within the missions are included in 

the financial statements. 

 

Fixed assets are recorded at cost and depreciated on a 

straight line basis over their estimated useful lives. The 

composition of fixed assets as of December 31 is as follows: 

FIXED ASSETS 
Asset Depreciation 

Basis 2005 2004 

Land  -not 
depreciated $      5,491,305  $      5,491,305 

Buildings  -50 years 61,523,712 58,224,120 

Vehicles - 5 years 3,913,812 2,879,801 

Furniture -10 years 4,920,988 4,966,113 
Technical Machinery 
and Equipment 

-5 years  12,909,068 11,449,601 

Works of Art -not 
depreciated 2,746,148 2,735,048 

Collections  1,350 1,350 

  91,506,383 85,747,338 
Less:  Accumulated 
depreciation  (32,236,173) (28,733,194)

Net Book Value as 
of December 31  $ 59,270,210 $    57,014,144 

 

OAS capitalized approximately $6 thousand and $2 million of 

building costs associated with renovations to their existing 

property located at 1889 F Street NW Washington D.C, and 

17th Street and Constitution Avenue, as of December 31, 

2005 and 2004, respectively.  

 

7. ACCOUNTABLE ADVANCES 
In the performance of various activities, the administrators of 

the various funds may deem it necessary to advance funds 

for the conduct of a program or a specific event prior to the 

actual occurrence of the expenses.  In the opinion of the 

administrators of the funds, such action is necessary to 

assure the timely performance of such activities.  Recipients 

of advances are required to submit an accounting or suitable 

supporting documentation for the resulting expenditures in a 

form deemed adequate by the administrators of the funds 

and by the Department of Budgetary and Financial Services.  

Advances of this nature are recorded as expenditures in the 

period in which funds are advanced.  

 

8. CONTRIBUTIONS TO SPECIFIC FUNDS 
Contributions by donor to Specific Funds during the year 

ended December 31, 2005, as reflected in Exhibits 3 and 4 of 

the accompanying financial statements, are as shown next: 

 

CONTRIBUTIONS TO SPECIFIC FUNDS 
Member states  
Argentina $           271,399 
Bahamas 21,900 
Brazil 1,483,989 
Canada 7,902,988 
Chile 117,000 
Colombia 110,000 
Costa Rica 6,018 
Dominica 13,500 
Dominican Republic 130,880 
El Salvador 14,400 
Guatemala 6,284 
Guyana 1,000 
Honduras 115,512 
Jamaica 18,437 
Mexico 435,549 
Nicaragua 23,000 
Panama 283,793 
Peru 25,000 
St. Lucia 39,829 
Trinidad and Tobago 132,607 
United States 23,847,007 
Uruguay 7,500 
Total Member states:     35,007,592 

 

Observers  
China 196,800 
Denmark 150,000 
European Union 913,918 
France 47,468 
Germany 9,500 
Greece 30,000 
Ireland 311,971 
Italy 317,555 
Korea 50,000 
Netherlands 1,844,109 
Norway 2,111,676 
Qatar 10,000 
Spain 525,217 
Sweden 4,707,846 
Turkey 9,000 
United Kingdom 492,140 
Total Observers:        11,727,200 
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Non Member states and Others  
United Nations 8,588,892 
I-A Development Bank 3,420,540 
World Bank 1,011,530 
Gordon & Betty Moore Foundation 331,000 
Once Foundation for Latin America  152,948 
Hewlett Packard 100,000 
REEEP 84,098 
University San Martin de Porres 79,960 
Hunt Alt. Fund 72,813 
Puerto Rico 56,745 
World Trade Organization 55,122 
University of the West Indies 49,986 
SG-CIC 42,456 
IICA 41,051 
INFRC 37,446 
NIFO 25,000 
ESG 20,000 
NOAA 10,000 
NYCE 9,980 
IDRC 5,280 
Cemex 5,000 
IOM 2,125 
ECLAC 1,700 
Multiple Funding Sources 793,088 
Total Non Member states and 
Others:        14,996,760 

Total $       61,731,552 

 

24%

19%

57%

Member States

Observers

Non Member States and Others  
 

9. TAX REIMBURSEMENTS 
Tax reimbursements represent amounts paid to certain 

employees of the General Secretariat of the Organization of 

American States (GS/OAS) for income taxes paid to the 

respective Member State.  The GS/OAS is responsible for 

reimbursement of income taxes to qualified individuals. At 

the same time, the Member states are responsible for 

reimbursement to the GS/OAS for the amount disbursed to 

the employee. The Regular Fund is sometimes required to 

reimburse taxes to staff members prior to receipt of payment 

by the Member states. As of December 31, 2005, the Regular 

Fund disbursed $4.3 million in tax payments pending 

reimbursements by Member states.  

 

10. MORTGAGE LIABILITY 
Mortgage liability was incurred solely by the Regular Fund 

under the following terms and conditions: 

 

Principal balance as of 
December 31, 2005: $ 24,235,000 

Repayment Terms 

Due in monthly installments 
beginning on Sep. 1, 2003, 

through Mar. 1, 2033. Payments 
are made semiannually 

Annual Interest Rate 6.37% 

Interest Expense during 
2005 and 2004, 
respectively 

$1,723,914 and $1,790,073 

Principal Payments  

2005 Payments $315,000 

2006 Payments 345,000 

2007 Payments 360,000 

2008 Payments 390,000 

2009 Payments and 
thereafter 22,825,000 

  

Total $ 24,235,000 

 

On October 24th, 2001, GS/OAS authorized Bank of America 

N.A. (lender) the issuance and sale of up to Twenty-Five 

Million Dollars ($25,000,000) in the aggregate principal 

amount of The General Secretariat of the Organization of 

American States Taxable Variable Rate Demand Notes, Series 

A (Demand notes), and planned to use the proceeds to pay 

off the old mortgage, finance the cost of the construction, 

renovation, and equipping of the property located at 1889 F 

Street N.W. 
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The Demand notes will mature on March 1, 2033. In support 

of the Demand notes to be issued, Bank of America provided 

GS/OAS with a letter of credit which will expire on November 

1, 2006. The proceeds were used to repay the existing 

mortgage, financing fees and renovations.  Although the 

Demand notes are issued at the then prevailing market rate, 

GS/OAS entered into a SWAP agreement with Bank of 

America locking the interest it will pay on the Demand notes 

to 6.37 %.  

 

Swap agreement  

As GS/OAS does not follow accounting principles generally 

accepted in the United States of America, GS/OAS does not 

account for the interest rate swap agreement under 

Statement of Financial Standards No. 133, “Accounting for 

Derivative Instruments and Hedging Activities.”  Thus, OAS 

has not determined whether this swap is an effective or 

ineffective hedge relationship, and has not marked to market 

the value of swap.  During fiscal years 2005 and 2004, OAS 

paid $1,723,914 and $1,790,073 respectively, of interest 

expense related to the swap agreement. 

 

The GS/OAS has various debt covenants related to the 

Demand notes. Not all of the requirements of those 

covenants were met during fiscal years 2005 and 2004. The 

terms of the Demand notes agreement require the bank to 

issue a letter of notification requesting that the default be 

remedied within 30 days. The GS/OAS is not in technical 

default unless the covenants are not brought into compliance 

within the allotted 30 day time frame. The GS/OAS has not 

received a letter of notification from the bank as of the date 

of the audit opinion, and thus are not in technical default on 

the Demand notes. 

 

 

 

 

 

11. LEASES 
The General Secretariat leases certain facilities and 

equipment.  Rental expense for such leases was $1,007,629 

and $1,239,146 for the years ended December 31, 2005 and 

2004, respectively. The GS/OAS sub-leases space in its GSB 

building to other tenants. These leases have varying terms of 

5 and 15 years extending through June 2018. The GS/OAS 

earned rental income of approximately $1,595,500 and 

$1,588,000 for the years ended December 31, 2005 and 

2004, respectively, and includes ad-hoc rentals of the Hall of 

the Americas. 

 

12. RETIREMENT PLANS 
Staff members of the General Secretariat of OAS are required 

to join the Retirement and Pension Plan, Provident Plan or 

401(M) Plan, as a condition of employment.  In addition 

under special agreements, employees of other agencies of 

the Inter-American system may also participate in these 

Plans.  The following agencies are current participants: the 

Inter-American Institute for Cooperation on Agriculture 

(IICA), the Inter-American Defense Board (IADB), and the 

Inter-American Court of Human Rights (ICHR).  

 

The Retirement and Pension Plan is a contributory retirement 

plan. Compulsory contributions are shared 2/3 by the 

institution and 1/3 by the staff member.  The Provident Plan 

is a contributory savings plan established for the benefit of 

employees under short-term contracts. Compulsory 

contributions to the Provident Plan are made in equal 

amounts and participants are fully vested at all times on their 

respective balances in the Plan.  

 

The 401 (M) plan is also a contributory plan designed for 

members with a contract for a limited time in excess of one 

year or for a position and who have not elected participation 

in the Retirement and Pension Plan. The 401 (M) is similar in 

its nature to an IRA. Pension expense for the Retirement and 

Pension, Provident and 401 (M) Plans borne by the Regular 

Fund amounted to $ 7,831,398 in 2005, and $7,848,810 in 

2004. 
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In addition to the retirement plan described above, the 

General Secretariat provides a lifetime annuity to former 

Secretary Generals and Assistant Secretary Generals with 

survival benefits for their spouses and has extended pension 

benefits to certain former staff members with expired fixed 

term pensions.  The approximate cost of these annuities, 

$355,500 and $443,000 in 2005 and 2004 respectively, is 

budgeted and recognized in the year paid. The approximate 

present value of estimated future payments of $7.2, and $5 

million as of December 31, 2005 and 2004, respectively, is 

reflected in the amounts to be charged to future years 

appropriations in the Statement of Assets, Liabilities and 

Fund Balances of the Regular Fund. 

 

13. POST EMPLOYMENT HEALTH CARE AND LIFE 
INSURANCE BENEFITS 

In addition to providing pension benefits as described in Note 

12 above, the General Secretariat provides health care and 

life insurance benefits for retirees and their dependents.  The 

cost of health care is partially borne by the retirees.  The 

cost to the General Secretariat for its portion of the health 

care as well as the life insurance is recognized when paid.  

For the years ended December 31, 2005 and 2004, those 

costs were $2,462,783 and $2,153,724 respectively. 

 

14. SECRETARY GENERAL TRANSITION FUNDS 

During 2005, approximately $599,700 was spent to cover the 

transition costs of the new Secretary General elected and is 

recorded under Executive Office of the General Secretariat, 

Activities of the Sub-secretariat for Legal Affairs, and 

Activities of the Sub-secretariat for Management in Exhibit 2. 

 

15. CONTINGENCIES AND COMMITMENTS 

There are several claims asserted by various individuals 

arising from the normal course of the Organization’s 

activities.  In the opinion of management, these cases and 

assertions will not result in a material adverse financial effect 

on the financial condition of the Regular and Specific Funds. 

 

Fellowships 

On an annual basis the GS/OAS approves fellowships to 

students that will matriculate in a country different than their 

national origin. OAS obligates funds related to the current 

fiscal period in that period. Future commitments of students 

are contingent on eligibility factors such as grades and 

continuing education at the selected colleges. OAS estimates 

these future commitments to be: 

 

Year Amount 
2006 $    3,659,755 

2007     1,117,576 

2008           6,700 

Total $    4,784,031 
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REGULAR FUND

Schedule 2
Summary of Appropriations

As of December 31

2005  Budget
Approved by the

General Assembly
(a)

Supplementary
Appropriations

(b)

Discretionary
Appropriation

( c )

2005
Adjusted
Budget

General Assembly and Permanent Council 12,274,000$           -$                      734,621$              13,008,621$       
Executive Office of the General Secretariat 10,901,700            487,663              (1,391,487)            9,997,876           
Units and Specialized Offices 11,384,700            -  (177,834)               11,206,866         
Inter-American Agency for Cooperation and Development 11,442,900            -  (431,459)               11,011,441         
Offices Away from Headquarters 5,880,600              -  171,628                6,052,228           
Activities of the Secretariat for Legal Affairs 2,248,600              -  837,880                3,086,480           
Activities of the Secretariat for Management 11,437,100            1,720,267           (945,156)               12,212,211         
Common Administrative and Personnel Costs 6,524,200              1,333,910             7,858,110           
Contributions to:

Inter-American Defense Board 1,486,900              -  -                          1,486,900           
Inter-American Children's Institute 1,188,200              -  (100,289)               1,087,911           
Inter-American Commission of Women 823,100                 -  (50,313)                 772,787             
Inter-American Development Foundation 140,000                 -  -                          140,000             
Inter-American Commission of Telecommunications 543,500                 -  (3,262)                  540,238             

Chapter 2 - Budget Control Personnel Variances -                           -  21,761                  21,761               
Total 76,275,500$         2,207,930$       -$                          78,483,430$     

( a )  AG/RES. 2059 (XXXIV-O/04).
( b ) Americas Magazine (US$382,663), FONDEM (US$105,000), Change of Administrations(US$1,720,267)
( c ) CP/doc.4045/05, CP/doc.4058/05, CP/doc.4069/05 and CP/doc.4082/06

Schedule 3
Summary of Disposition of Appropriations

As of December 31
2005

Adjusted
Budget

Charges for 
Expenditures

Unliquidated 
Obligations

Total 
Expenditures 

and Obligations

Unused 
Appropriations

General Assembly and Permanent Council 13,008,621$           12,168,442$       393,036$              12,561,478$       447,143$            
Executive Office of the General Secretariat 9,997,876              9,634,038           164,762                9,798,800           199,076              
Units and Specialized Offices 11,206,866            10,881,364         231,325                11,112,689         94,177                
Inter-American Agency for Cooperation and Development 11,011,441            10,500,420         438,143                10,938,563         72,878                
Offices Away from Headquarters 6,052,228              5,870,083           44,641                  5,914,724           137,504              
Activities of the Secretariat for Legal Affairs 3,086,480              3,062,294           10,952                  3,073,246           13,234                
Activities of the Secretariat for Management 12,212,211            11,855,509         174,061                12,029,570         182,641              
Common Administrative and Personnel Costs 7,858,110              7,534,949           217,074                7,752,023           106,087              
Contributions to:

  Inter-American Defense Board 1,486,900              1,486,900           -                          1,486,900           -                         
  Inter-American Children's Institute 1,087,911              1,081,267           624                      1,081,891           6,020                  
  Inter-American Commission of Women 772,787                 743,262              22,997                  766,259             6,528                  
  Pan American Development Foundation 140,000                 140,000              -                          140,000             -                         
  Inter-American Commission of Telecommunications 540,238                 538,782              291                      539,073             1,165                  

Chapter 2 - Budget Control Personnel Variances 21,761                   -                        -                          -                        21,761                
Total 78,483,430$         75,497,310$     1,697,905$          77,195,215$     1,288,214$        

Budgeted Funding :
     Quotas 73,727,100$           
     Supplementary Appropriations

          FONDEM 105,000                 
          Americas Subscription Revenue 382,663                 
          Change of Administration 1,720,267              

2,207,930              
     Other Funding 2,548,400              

Total 78,483,430$          
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LEO S. ROWE PAN AMERICAN FUND

Statements of Financial Position
As of December 31 2005 2004
Assets
Equity in the OAS Treasury Fund and cash equivalents 643,661$          337,020$           
Investments at market value:

Money market account 294,226          91,538              
Mutual funds invested in equity investments 5,269,611        6,860,254          
Mutual funds invested in fixed income securities 4,621,354        2,524,880          

10,185,191      9,476,672          
Loans receivable 

Students 1,980,303        2,325,505          
Allowance for uncollectible loans (150,835)         (182,094)           

Total student loans receivable 1,829,468        2,143,411          

Loans to employees of the OAS 380,679          578,550            

Other receivable 19,278            7,644               
Total assets 13,058,277$   12,543,297$    

Liabilities and Net assets
Accounts payable 16,163$            21,488$            
Guarantor deposits 48,300            46,000              
Due to MacLean fellowship 65,523            65,523              

Total Liabilities 129,986          133,011            

Net assets
Committee designated 1,000,000        1,000,000          
Available for loans 11,879,753      11,366,897        
Supplementary guarantee for loans 9,992              8,812               
MacLean Fellowship Fund 18,443            15,883              
Student Life-Self Insurance 20,103            18,694              

Total Net Assets 12,928,291      12,410,286        
Total liabilities and net assets 13,058,277$   12,543,297$    

  

See accompanying notes
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LEO S. ROWE PAN AMERICAN FUND

Statements of Activities
For the years ended December 31 2005 2004
Income

Dividend and interest investment income 242,970$           214,235$           
Realized gains on investments 154,875            29,513              
Unrealized gains on investments 317,277            788,573            
Revaluation of allowance 31,039              -                       
Other income 67,696              49,703              

Total Income 813,857           1,082,024        

Expenses
Unrealized loss on investments -  5,344                
Administrative expenses 295,852            311,233            

Total Expenses 295,852            316,567            

Change in net assets 518,005            765,457            
Net assets at beginning of year 12,410,286        11,644,829        
Net assets at end of year 12,928,291$   12,410,286$    

Statements of Cash Flows
For the years ended December 31 2005 2004

Operating Activities
Change in net assets 518,005$           765,457$           
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
     Realized gain on investments (154,875)           (29,513)             
     Unrealized gain on investments (317,277)           (788,573)           
     Revaluation of Allowance (31,039)             (44,993)             
Changes in operating assets and liabilities:
      Decrease in loans to students 344,982            84,248              
      Decrease in loans to employees 197,871            117,251            
      Increase in miscellaneous receivables (11,634)             (2,428)               
      Increase (Decrease) in liabilities (3,025)               33,666              
Net cash provided by operating activities 543,008            135,115            

Investing activities
Proceeds from the sale of investments -  414,315            
Reinvestments of dividends received (236,367)           (212,410)           
Net cash (used in) provided by investing activities (236,367)           201,905            

Net increase in cash and cash equivalents 306,641            337,020            
Equity in OAS Treasury Fund, beginning of year 337,020            -  
Equity in OAS Treasury Fund, end of year 643,661$        337,020$         

  

See accompanying notes
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NOTES TO FINANCIAL STATEMENTS 

 

1. ORGANIZATION AND FINANCING 

The Leo S. Rowe Pan American Fund (the Fund), a charitable 

trust, was established in 1948 by the Governing Board of the 

General Secretariat of the Pan American Union (PAU) from 

monies and in accordance with the will of Dr. Leo S. Rowe, a 

former Pan American Union Director General.  The purpose 

of the Fund is to provide loans to students from Latin 

American and Caribbean Member states, who desire to study 

at colleges in the United States of America, and to provide 

education and emergency loans to staff of the Organization 

of American States (OAS).  The Fund is administered within 

the General Secretariat by special committees. The Fund’s 

Committee consists of representatives of the Permanent 

Council and Secretary General and has the responsibility to 

oversee and approve the Fund’s activities. This Committee 

designated net assets of $1,000,000 comprised of 

investments and is not considered to be available for the 

purpose of granting loans. 

 

2. BASIS OF ACCOUNTING  

The accompanying financial statements are presented on the 

accrual basis of accounting in accordance with accounting 

principles generally accepted in the United States of America. 

 
The preparation of financial statements in conformity with 

accounting principles generally accepted in the United States 

of America requires management to make estimates and 

assumptions that affect the reported amounts of assets and 

liabilities and disclosure of contingent assets and liabilities as 

of the date of the financial statements and the reported 

amounts of income and expenses during the reported period.  

Actual results could differ from those estimates. 

 
3. INCOME TAX STATUS 

As an international organization, OAS is exempt from United 

States of America Federal income taxes. This exemption also 

applies to the Fund. 

 4. 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 General Secretariat administers 

the OAS Treasury Fund, and amounts not immediately 

required for operations are invested.  Income earned by the 

OAS Treasury Fund is added to the equity of each fund in 

proportion to its balance. 

 

5. CASH EQUIVALENTS 

Cash equivalents include amounts invested in accounts that 

are readily convertible to cash. Investments with contractual 

maturities of ninety days or less from the date of original 

purchase are classified as cash and cash equivalents.  Cash 

equivalents consist of money market funds. In accordance 

with the Fund’s cash management policy of maximizing the 

amounts of funds invested in income-earning assets, the 

Fund routinely anticipates the timing and amount of future 

cash flows. 

 

6. INVESTMENTS 

Investments are presented in the financial statements at 

market value as determined by the latest available published 

or brokers’ prices. 

 

The table on the following page shows a summary of the 

investments. 
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MUTUAL FUND INVESTMENTS 

Dec. 31 - 05 Fixed income 
securities 

Equity 
investments Total 

Market Value 
at 1/1/05 $      2,616,418 $    6,860,254 $9,476,672 

Purchases/ 
Sales 2,221,883 (2,221,883) - 

Dividends 116,130 120,237 236,367 

Realized 
Gain and 
Loss 

- 154,875 154,875 

Unrealized 
Gain and 
Loss 

(38,851) 356,128 317,277 

Market Value 
at 12/31/05 $     4,915,580 $    5,269,611 $10,185,191 

        

Dec. 31 - 04 Fixed income 
securities 

Equity 
investments Total 

Market Value 
at 1/1/04 $      2,253,361 $    6,607,130 $8,860,491 

Purchases/ 
Sales 240,042 (654,357) (414,315) 

Dividends 129,497 82,913 212,410 

 
Unrealized 
and Realized 
Gain 

(6,482) 824,568 818,086 

Market Value 
at 12/31/04 $     2,616,418 $    6,860,254 $9,476,672 

 
 
 
7. LOAN STATUS  

Loans Receivable and Allowance for Loan Losses 

Loans receivable as of December 31, 2005 and 2004 are 

stated at the amount of unpaid principal, reduced by an 

allowance for loan losses.  The allowance for loan losses is 

established through a provision for loan losses charged to 

expenses. Loans are charged against the allowance for loan 

losses when management believes that the collectibility of 

the principal is unlikely. The allowance is an amount that 

management believes will be adequate to absorb possible 

losses on existing loans that may become uncollectible 

because of present conditions, and based on evaluations of 

the collectibility of loans and prior loan loss experience. The 

allowance for loan losses is based on estimates and ultimate 

losses may vary from the current estimates. 

Non interest bearing loans are granted to students, payable 

on various terms not to exceed 53 months from the 

termination of the studies for which the loans are granted.  

The Committee of the Leo S. Rowe Pan American Fund (the 

Committee) has extended the repayment dates for certain 

loans. Management believes that the allowance of $150,835 

or approximately 7.62% of the student loan balance as of 

December 31, 2005, is sufficient to provide for losses that 

may be incurred upon the ultimate realization of these loans. 

 

During 2005 and 2004, the Fund approved new student 

loans aggregating approximately $286,154 and $573,800, 

respectively. The Fund received loan repayments of 

$631,356 and $644,104 in 2005 and 2004, respectively. 

 

New loans approved to employees for educational purposes 

or in emergency situations aggregated $97,523 and 

$173,884 in 2005 and 2004, respectively. The Fund received 

loan repayments of $295,394 and $235,706 in 2005 and 

2004, respectively.  The interest rate applied to employee 

loans is equivalent to the prime rate of the United States of 

America and is adjusted periodically.  The interest rate on 

employee loans granted in 2005 varied between 5.25% and 

7%. Interest rates on loans granted in 2004 varied between 

3% and 4%. 

 

UNCOLLECTIBLE LOANS 

 2005  2004 

Balance at beginning of year $   182,094  $  227,087

Write off of loans receivable (220)  (44,993)

Revaluation of Allowance (31,039)  -

Balance at end of year $   150,835  $  182,094
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8. DUE TO MACLEAN 

The balance of Due to MacLean Fund as of December 31, 

2005 and 2004, represents amounts due to the Julia 

MacLean Legacy Fund (The MacLean Fund), a separate fund 

established to provide fellowships for Peruvian women 

studying in Washington D.C, using the interest earned on the 

initial endowment to provide for these fellowships.  The 

balance due to The MacLean Fund is equal to the initial 

endowment of $65,523 received from the estate of Mrs. Julia 

MacLean to The MacLean Fund. 

 

9. COMMITMENTS AND CONTINGENCIES 

The Fund is not subject to any lawsuits which management 

believes will have a material adverse effect on the Fund’s 

financial condition. 
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ROWE MEMORIAL BENEFIT FUND

Statements of Financial Position
As of December 31 2005 2004

Assets
Equity in the OAS Treasury Fund 248,252$     8,122$        
Investments at market value -  239,137       

Total unrestricted net assets 248,252$   247,259$   

Liabilities and net assets 
Unrestricted net assets 248,252$     247,259$     

Total liabilities and net assets 248,252$   247,259$   

Statements of Activities
For the years ended December 31 2005 2004

Income
   Dividends and interest income from OAS Treasury Fund 7,233$         4,998$        
Total additions 7,233         4,998          

Expenses
Official Recognition 740            -  
Subsidies 2,000         12,500        
Technical Services 3,500         6,500          

Total deductions 6,240         19,000        

Change in net assets 993            (14,002)       

Unrestricted net assets, beginning of year 247,259      261,261       
Unrestricted net assets, end of year 248,252$   247,259$   

Statements of Cash Flows
For the years ended December 31 2005 2004

Operating activities 
Change in net assets 993$           (14,002)$     

Net cash provided by (used in) operating activities 993            (14,002)       

Investing activities
Proceeds from securities 245,563      -  
Dividends and capital gains reinvested (6,426)        (4,662)         

Net cash provided by (used in) investing activities 239,137      (4,662)         

Net increase (decrease) in cash and cash equivalents 240,130      (18,664)       
Equity in OAS Treasury Fund, beginning of year 8,122         26,786        
Equity in OAS Treasury Fund, end of year 248,252$   8,122$       

See accompanying notes
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NOTES TO FINANCIAL STATEMENTS 
 

1. ORGANIZATION AND FINANCING 

The assets of the Rowe Memorial Benefit Fund (the Fund) 

have been accumulated principally from contributions 

received from Dr. Leo S. Rowe, a former Director General of 

the Pan American Union.  These assets are held in trust to 

provide certain welfare benefits for employees of the 

Organization of American States (OAS).  Administrative 

functions of the Fund are provided without charge by the 

General Secretariat of the (GS/OAS). 

 

2. BASIS OF ACCOUNTING 

Use of Estimates 

The accompanying financial statements are presented on the 

accrual basis of accounting in accordance with accounting 

principles generally accepted in the United States of America. 

 

The preparation of financial statements in conformity with 

accounting principles generally accepted in the United States 

of America requires management to make estimates and 

assumptions that affect the reported amounts of assets and 

liabilities and disclosure of contingent assets and liabilities as 

of the date of the financial statements and the reported 

amounts of income and expenses during the reporting 

period.  Actual results could differ from those estimates. 

 

In-Kind Contributions 

No amounts are recorded in the accompanying financial 

statements relating to the use of services and facilities 

provided to the Fund by the GS/OAS since no objective basis 

is available to value such contributions. 

 

 

 

 

Income Tax Status  

As an international organization, the OAS is exempt from 

United States of America Federal income taxes. This 

exemption also applies to the Fund. 

 

3. EQUITY IN OAS TREASURY FUND 

All U.S. dollar 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 GS/OAS 

maintains equity to the extent of its cash balance retained 

therein.  The Treasury Fund is administered by the GS/OAS 

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. 

 

4. COMMITMENTS AND CONTINGENCIES: LITIGATION 

The Fund is not subject to any lawsuits which management 

believes will have a material adverse effect on the Fund’s 

financial condition. 
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OAS MEDICAL BENEFITS TRUST

Statements of Financial Position
As of December 31 2005 2004

Assets
Equity in OAS Treasury Fund and cash equivalents 230,554$          432,350$          
Mutual fund investments 15,079,919      12,871,997        
Total cash equivalents and investments 15,310,473      13,304,347        

Retiree accounts receivable 5,773              4,630               
Other account Receivable 18,708            10,598             
Accounts paid in advance to CareFirst BCBS - 404                  

Total assets 15,334,954$   13,319,979$    

Liabilities and net assets 
Accounts payable 193,238$          -$                    
Deferred income 408,836          365,882           

Total liabilities 602,074          365,882           

Net Assets
Designated for unpaid claims 1,011,647        1,146,000          
Fund balance 13,721,233      11,808,097        

Total net assets 14,732,880      12,954,097        

Total liabilities and net assets 15,334,954$   13,319,979$    

Statements of Activities
For the years ended December 31 2005 2004

Income
Contributions 8,715,461$       8,121,922$        
Dividend and other income 580,202          404,776           
Other income 71,417            91,602             

   Net unrealized gain on investments 326,830          1,123,743          
Total income 9,693,910        9,742,043          

Expenses
Claims paid - BCBS 6,791,030        6,567,511          
CareFirst BCBS  services 508,878          501,459           
Stop Loss Insurance premiums 275,541          120,722           

   Total expenses related to CareFirst BCBS 7,575,449        7,189,692          

   Other expenses not related to CareFirst BCBS 86,690            87,905             
Kaiser health insurance 248,519          253,426           
Net realized loss on investments 4,469              -                      
Total expenses not related to CareFirst BCBS 339,678          341,331           

Total expenses 7,915,127        7,531,023          

Change in net assets 1,778,783        2,211,020          
Net assets, beginning of year 12,954,097      10,743,077        

Net assets, end of year 14,732,880$   12,954,097$    
 

See accompanying notes
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OAS MEDICAL BENEFITS TRUST

Statements of Cash Flows
For the years ended December 31 2005 2004

Operating activities
Change in net assets 1,778,783$        2,211,020$        
Unrealized gain on investments (326,830)         (1,123,743)        
Realized loss on investments 4,469              -
(Increase) Decrease in receivables (9,253)             1,892               
Decrease (Increase) in accounts paid in advance to CareFirst BCBS 404                  (404)                
Increase (Decrease) in payables 236,192          (517,886)          

Net cash provided by operating activities 1,683,765        570,879           

Investing activities 
Purchase of investments (1,330,000)      -
Dividends and capital gains reinvested (555,561)         (355,972)          

Net cash used in operating activities (1,885,561)      (355,972)          

Net (decrease) increase in cash and cash equivalents (201,796)         214,907           
Equity in OAS Treasury Fund, beginning of year 432,350          217,443           
Equity in OAS Treasury Fund, end of year 230,554$        432,350$         

 

 

 

 

 

 

 

 

 

 

 

See accompanying notes
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NOTES TO FINANCIAL STATEMENTS 

 

1. DESCRIPTION OF THE TRUST 

General 

The OAS Medical Benefits Trust (Trust) is a not-for-profit 

fund established in April 1982 by the General Secretariat of 

the Organization of American States (GS/OAS) to carry out 

the provisions of GS/OAS Medical Benefits Plan (Plan). 

Pursuant to the provisions of the trust agreement dated June 

27, 2000, the sole Trustee of the Trust is the Organization of 

American States General Secretariat (Secretary General). The 

Secretary General delegates his duties to five (5) Delegate 

Trustees appointed by him, two of them in consultation with 

the staff association and the Retiree Association of the 

GS/OAS. The Trust’s assets are held in custody by the Bank 

of America. 

 
Eligibility and Benefits 

The Plan provides health benefits, including medical, dental 

and prescription drugs to GS/OAS employees and their 

covered eligible dependents. Retired employees are entitled 

to maintain the insurance coverage as determined by certain 

criteria involving age and years of service. 

 

Current health claims of active and retired Plan participants 

and their covered eligible dependents are provided under a 

group self–insurance contract administered by Carefirst Blue 

Cross Blue Shield (Carefirst). 

 
Contributions 

Employees and retirees participating in the Plan contribute 

specified amounts to the Trust, determined periodically by 

GS/OAS, for coverage for themselves and eligible 

dependents. 

 
Contribution revenues are recognized and earned on a 

monthly basis for the period the health care coverage is in 

effect. Deferred income represents prepayments of 

premiums for future health care coverage. 

Claims Payments 

Claims payment expense is recognized in the period in which 

the claims are received by the third-party administrator of 

the Plan and billed to the Trust.  Claims billed to the Trust by 

the third-party administrator, but not paid as of December 

31, 2005, are included in accounts payable on the 

accompanying statement of financial position. 

 

Trust Rights and Obligations 

The Secretary General, as the Trustee, has the right under 

the Trust to modify the benefits provided to active and 

retired employees. All funds available will be used exclusively 

to pay benefits under the plan until the funds are depleted. 

 

2. SUMMARY OF ACCOUNTING POLICIES 

Administrative Expenses 

The Trust pays all administrative expenses of the Plan. Total 

expenses paid by the Trust on behalf of the Plan for the year 

ended December 31, 2005 and 2004 was $508,878 and 

$501,459, respectively. 

 

Valuation of Investments 

The Trust investments are stated at fair value. The shares of 

mutual funds are valued at quoted market prices.  The short-

term investments are carried at cost, which approximates fair 

value. 

 

Cash Equivalents 

Cash equivalents include amounts invested in accounts that 

are readily convertible to cash. Investments with contractual 

maturities of ninety days or less from the date of original 

purchase are classified as cash and cash equivalents.  Cash 

equivalents consist of money market funds. In accordance 

with the Trust’s cash management policy of maximizing the 

amounts of funds invested in income-earning assets, the 

Trust routinely anticipates the timing and amount of future 

cash flows. 
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Fair Value of Financial Instruments 

The carrying amounts of financial instruments, including cash 

and cash equivalents, contributions receivable and accounts 

payable approximate fair value given the short term nature 

of these financial instruments. 

 

Use of Estimates 

The accompanying financial statements are presented on the 

accrual basis of accounting in accordance with accounting 

principles generally accepted in the United States of America. 

The preparation of financial statements in accordance with 

accounting principles generally accepted in the United States 

of America requires management to make estimates and 

assumptions that affect the reported amounts of assets and 

liabilities and disclosure of contingent assets and liabilities as 

of the date of the financial statements and the reported 

amounts of income and expenses during the reporting 

period. Actual results could differ from those estimates. 

 

Market Risk 

The Trust’s investments, in general, are exposed to various 

risks, such as interest rate, credit and overall market volatility 

risks.  Further, due to the level of risk associated with certain 

investment securities, it is reasonably possible that changes 

in the values of investment securities will occur in the near 

term and such changes could materially affect the amounts 

reported in the statements of financial position as net assets 

available for benefits. 

 

The cash and fair value of individual investments of the 

Trust’s total net assets are as follows: 

 

  31-Dec-05 31-Dec-04 
Vanguard Index SP 500 $     6,062,860 $     5,462,202 
Nations Fund Inc. 

International Value Fund 2,627,569 2,265,805 

Vanguard Mid-Cap 1,584,395 1,323,338 
Vanguard Small-Cap 962,835 843,400 
Pimco Total Return 3,371,039 2,283,896 
Pimco High Yield 471,221 693,356 
     Total $   15,079,919 $   12,871,997 

3. 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 Trust maintains equity to the extent of 

its cash balances retained therein. The GS/OAS administers 

the OAS Treasury Fund and invests amounts not immediately 

required for operations.  Subject to certain conditions, 

income earned by the OAS Treasury Fund is added to the 

equity of the various funds in proportion to its balances. 

 
4. NET ASSETS DESIGNATED FOR MEDICAL CLAIMS 

PAYABLE 

As of December 31, 2005, $1,011,647 of net assets have 

been designated for medical claims payable. This amount is 

computed based upon past claims payment experience, and 

in management’s opinion, is a reasonable estimate of claims 

incurred but not reported as of December 31, 2005. 

 
5. TAX STATUS 

As an international organization, the OAS is exempt from 

U.S. Federal income taxes. As a result, this exemption 

applies to the Trust. 

 

6. BENEFIT OBLIGATIONS 

Health costs incurred by participants and their eligible 

dependents are covered by insurance contracts maintained 

by the Trust. It is the present intention of the GS/OAS and 

the Trust to continue obtaining insurance coverage for 

benefits. Insurance premiums for the Trust’s future benefits 

obligation will be funded by contributions to the Trust in 

those later years. 

 
7. RISK AND UNCERTAINTIES 

Management continually evaluates contingencies based on 

the best available evidence and provides loss allowances 

where necessary. The principal contingency includes medical 

claims liability risks. Management believes that allowances 

for losses have been provided to the extent necessary and 

that its assessment of contingencies is reasonable.  
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Management believes that the resolution of contingencies 

will not materially affect the Trust’s financial position or 

results of operations. 

 

8. COMMITMENTS AND CONTINGENCIES: LITIGATION 

The Trust is not subject to litigation which management 

believes will have a material adverse effect on the Trust’s 

financial condition. 

 

9. ACTUARIAL PRESENT VALUE OF ACCUMULATED 

POST RETIREMENT PLAN BENEFITS 

The accrued or past service liabilities as of December 31, 

2003 (date of last actuarial study) for postretirement health 

and life insurance benefits are approximately $47.9 million 

($45.4 million for retiree health benefits and $2.5 million for 

retiree life insurance).  As of December 31, 2005, the Trust’s 

assets totaled $15,334,954. These funds are not for 

coverage of life insurance benefits.  
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