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RETIREMENT AND PENSION COMMITTEE

ANNUAL REPORT 2002

TO THE PERMANENT COUNCIL OF THE

ORGANIZATION OF AMERICAN STATES
INTRODUCTION
The Retirement and Pension Committee has the honor to present to the Permanent Council of the Organization of American States (OAS) the annual report for the period January 1 - December 31, 2002.

The Retirement and Pension Fund of the Organization of American States is administered by the Retirement and Pension Committee.

Principal Representatives
Amb.
Michael Ian King, Permanent Representative of Barbados, Chairman, appointed by the Permanent Council

Mr.
Raul Sanguinetti, appointed by the Secretary General

Mr.
Oscar Harasic, elected by the participants

Alternate Representatives

Ms.
Joan E. Segerson, Alternate Representative of the United States, Vice Chairman, appointed by the Permanent Council (until January 2002)

Mrs. Margarita Riva-Geoghegan, Alternate Representative of the United States, Vice Chairman, appointed by the Permanent Council, (since May 13, 2002)

Mrs.
Cristina Tomassoni, appointed by the Secretary General

Mr.
Daniel Vilariño, elected by the participants 

Secretary-Treasurer

Mr.
Eloy R. Mestre

I.  SUMMARY OF ACTIVITIES

The Retirement and Pension Committee held 11 meetings in 2002.  During this period, the Committee’s work was directed, on the one hand, to deal with recurrent activities necessary for the operation of the Retirement and Pension Fund, such as approval of the annual budget, granting of retirement requests, accreditation of interest to participants’ accounts and the ongoing evaluation of the investment policy, an activity to which the Committee assigns the highest priority.  On the other hand, the Committee addressed specific matters related to the continuous improvement of the Fund.

II.  PARTICIPANTS
Staff members of the General Secretariat of the OAS are required to join the Retirement and Pension Plan or the Provident Plan, depending on contract length and nature, 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).
Provident Plan
The Provident Plan is a contributory savings plan established for the benefit of employees under short-term contracts.  Compulsory contributions by the employer and the participant are made in equal amounts, and participants are fully vested at all times on their respective balances in the Plan.

Fluctuations in the number of participants in this Plan, shown by the following table, reflect, in some measure, fluctuations in short-term contracting by the General Secretariat, and affiliated institutions.

Participants
	INSTITUTION

	2002
	%
	2001
	%
	2000
	%

	General Secretariat of the OAS
	
14

	38
	
25
	60
	
38
	
74.5

	Other agencies:
	
	
	
	
	
	

	IICA
	19

	
	13
	
	13
	

	IADB
	  4
	
	  4
	
	  -
	

	ICHR
	  -
	
	  -
	
	  -
	

	Sub-totals
	
23

	62
	
17
	40
	
13
	25.5

	T O T A L S
	
37
	
	
42
	
	
51
	


Retirement and Pension Plan
The Plan is a contributory retirement plan maintained for the benefit of staff members of the Organization of American States with contracts of one year or more, and the staff of other affiliated agencies. Compulsory contributions are shared 2/3 by the institution and 1/3 by the staff member.  The decline in the number of participants for the period 2000-2002 reflects the decrease in the number of participants of Inter-American Defense Board, IICA and Inter-American Court of Human Rights.

Participants

	INSTITUTION
	2002
	%
	2001
	%
	2000
	%

	General Secretariat of the OAS
	
558
	85
	
528

	83
	555
	
81.9

	Other agencies:
	
	
	
	
	
	

	  IICA
	  82
	
	93
	
	96
	

	  IADB
	  11
	
	11
	
	18
	

	  ICHR
	    7
	
	  8
	
	  9
	

	Sub-totals
	
100
	15
	
112

	17
	
123
	
18.1

	T O T A L S
	
658
	
	
640
	
	678
	


The next table shows total separations classified by sponsoring as well as by their respective nature.  There were 53 separations in 2002.  The corresponding numbers for 2001 and 2000 were 50 and 70 respectively.

	
	TOTAL
	GENERAL SECRETARIAT OAS
	OTHER AGENCIES

	Separations
	2002
	2001
	2000
	2002
	2001
	2000
	
	2001
	2000

	1. Retirements


	18
	16
	25
	14
	12
	23
	 4
	 4
	 2

	
Compulsory
	11
	 3
	 8
	 7
	 3
	 7
	 4
	 0
	 1

	
Early
	 2
	 6
	10
	 2
	 4
	 9
	 0
	 2
	 1

	
Voluntary
	 5
	 7
	 7
	5
	 5
	7
	 0
	 2
	 0

	
Disability
	 0
	 0
	 0
	 0
	 0
	 0
	 0
	 0
	 0

	2. Settlements


	35
	33
	44
	19
	24
	36
	16
	 9
	 8

	
Separations
	20
	15
	26
	12
	10
	22
	 8
	 5
	 4

	
Abolition of posts
	 4
	 4
	 5
	 4
	 0
	 4
	 0
	 4
	 1

	
Article 54.f 

	 4
	 2
	 6
	 4
	 2
	 6
	 0
	 0
	 0

	
Age
	 4
	 0
	 1
	 1
	 0
	 1
	 3
	 0
	 0

	
Expiration of contracts
	 8
	 6
	 7
	 3
	 5
	 4
	 5
	 1
	 3

	
Other
	 0
	 3
	 7
	 0
	 3
	 7
	 0
	 0
	 0

	
Resignation
	15
	18
	18
	 7
	14
	14
	 8
	 4
	 4

	
Deaths
	 0
	 1
	 1
	 0
	 1
	 1
	 0
	 0
	 0

	T O T A L S
	53
	50
	70
	33
	37
	60
	20
	13
	10


The number of pensioners as of December 31, 2002 was 147.  Of those,117 are former participants in the Plan and 30 are beneficiaries of former participants.  At the end of the calendar years 2001 and 2002, the number of pensioners was 141 and 139 respectively.

The following table provides a breakdown of the 658 participating population, as of December 31, 2002, by age and length of participation. The breakdown provides an idea of the composition of the group, as well as of the future commitments of the Plan.

GROUPS BY AGE

	Years of 

Participation


	Up to 30
	From 31 to 40
	From 41 to 50
	From 51 to 55
	From 56 to 60
	61 or more
	Total

	Up to 5 years
	33
	61
	46
	19
	12
	7
	178

	From  5 to 10 years
	-
	42
	57
	24
	17
	16
	156

	From 10 to 15 years
	-
	11
	24
	20
	20
	17
	92

	From 15 to 20 years
	-
	  1
	17
	28
	18
	9
	73

	From 20 to 25 years
	-
	-
	6
	16
	24
	17
	63

	More than 25
	-
	-
	4
	11
	37
	44
	96

	T O T A L S

	33
	115
	154
	118
	128
	110
	658


III.  INVESTMENTS
Administration
The investment portfolio during 2002 was under the management of State Street Global Advisors of Boston, Northern Trust Company of Chicago, Barclays Global Investors of San Francisco, Zurich Scudder Investments of New York
, Driehaus Capital Management, Inc. of Chicago and Lord, Abbett & Co. of New Jersey.  The administration was carried out within the investment policy guidelines established by the Retirement and Pension Committee.  In addition, the Fund maintains an account with Merrill Lynch to pay recurrent obligations.  The Committee also retains the firm Buck Consultants (Pension Fund Services) as investment advisors. 

State Street Global Advisors managed the large cap domestic stock and long-bond portfolios.  Northern Trust Company managed the short-intermediate domestic bond portfolio and served as custodian for most of the Fund’s securities.  Barclays Global Investors served as manager and custodian of the international equity index portfolio.  Zurich Scudder Investments served as manager and custodian of the international active portfolio. Lord, Abbett & Co. managed the small cap growth style of the domestic equity portfolio.  Finally, Buck Consultants assisted the Secretariat in the monitoring of the investment managers to assure compliance with the Committee’s established policies by presenting to the Committee quarterly reports.

As of December 31, 2002 the total assets of the Fund and their distribution are shown in the following table
:

	Domestic stocks
	
$109,466,100
	
38.6%

	Fixed Income (bonds)
	
103,551,096
	
36.2%

	International stocks
	
41,618,999
	
14.7%

	Cash and cash equivalents

	
29,596,795
	
10.5%

	T O T A L S
	
$284,232,990
	
100%


Return on investment
The Fund’s investments annual rate of return was –8.77% in 2002 as equity markets around the world continue to decline and, in the case of the US, the market experienced a significant correction. The positive performance of the bond markets helped to cushion the declined experiences by the equity markets.

The figures below show the investment earnings of the Fund by source:

	SOURCE OF EARNINGS
	2002
	2001
	2000



	Net capital gains (loss)
	
$(33,667,287)
	
$(35,275,994)
	$(26,012,214)

	
Realized
	
77,547
	
2,533,947
	
13,606,754

	
Unrealized
	
(33,648,932)
	
(36,912,259)
	
(39,618,968)

	
Others net loss
	
(95,902)
	
(897,682)
	

	Dividends

	
	
-
	
-

	Interest
	
6,289,721
	
8,378,038
	
9,999,689

	
Bonds and short-term investments
	
6,289,721
	
8,378,038
	
9,999,689

	T O T A L S
	
$(27,377,566)
	
$(26,897,956)
	$(16,012,525)


Historic rates of return
(Percent)

The table below shows the rates of return for the past 10 years of the Fund's investment portfolio as a whole, as well as for the various portfolios.  The annualized rate of return has been 7.28% or basically in line with long-term expectations, but also subject, due to its own nature, to fluctuations that are managed by diversifying the Fund's investments.  Also, as the table shows, the volatility in the investment return is the result of the investment in bonds and stocks, but it is these investments that are necessary to meet the Fund’s future obligations.

	PERIOD
	TOTAL

PORTFOLIO
	U.S. STOCK

PORTFOLIO
	INTERNATIONAL

STOCK

PORTFOLIO
	BOND

PORTFOLIO
	CASH PORTFOLIO

	01-12/93
	
11.58
	
10.29
	
35.10
	
10.33
	4.18

	01-12/94
	
0.67
	
 1.38
	
4.60
	
  2.59
	4.12

	01-12/95
	
26.36
	
37.86
	
15.16
	
18.83
	5.90

	01-12/96
	
13.14
	
23.83
	
12.25
	
3.10
	7.71

	01-12/97
	
18.62
	
31.78
	
6.76
	
9.71
	7.41

	01-12/98
	
15.72
	
25.45
	
22.49
	
8.38
	4.91

	01-12/99
	
13.41
	
18.67
	
25.52
	
0.45
	4.10

	01-12/00
	
-4.21
	
-10.21
	
-13.81
	
10.57
	5.23

	01-12/01
	
-7.54
	
-13.86
	
-21.20
	
7.38
	3.17

	01-12/02
	
-8.77
	
-21.07
	
-15.69
	
9.75
	0.98

	Annualized (10 years)

	01/93-12/02
	7.28


	8.37
	5.54
	7.44
	4.80


IV.  FUND RESOURCES
Income
The Fund derives its income from the contributions made by the participants and their sponsoring institutions, as well as from the returns on the Fund's investments.  The income of the Fund for the past 3 years is presented below.

	
	2002
	2001
	2000

	Investment income
	$
(27,377,566)
	$(26,897,956)
	$(16,012,525)

	Participants' contributions

	
3,810,198
	
3,754,793
	3,846,553

	Institutional contributions7


	
7,617,370
	
7,454,508
	7,711,372

	T O T A L S 
	$(15,949,998)
	$(15,688,655)
	$(4,454,600)


Disbursements
The disbursements from the Fund are for pension payments, settlements resulting from other separations, and the operational costs of the Fund, which include those connected with the Fund’s investments.  The table below shows the disbursements for the past three years.

	
	2002
	2001
	2000

	Pensions
	
$4,375,567
	
$4,008,348
	$3,712,111

	Separations8
	
32,600,011
	
28,884,896
	43,244,044

	Operational costs
	
1,150,199
	
1,207,677
	1,292,592

	T O T A L S 
	
$38,125,777
	
$34,100,921
	$48,248,747


It is important to point out that the total of operational costs -including the office of the Secretary-Treasurer and investment expenses- were in 2002 only 0.44% of the total portfolio of the Fund.

As a result of the income received and the disbursements made by the Fund, particularly those associated with separations, the resources of the Fund for 2002 show the following changes:

	
	2002

	NET ASSET VALUE AS OF 12/31/01
	
$320,098,334

	Contributions and investment income
	
(14,608,014)

	Disbursements
	
(38,125,777)

	Sub-total
	
(52,733,791)

	Interest credited to the accounts in the Provident Plan


	-

	NET ASSET VALUE AS OF 12/31/02
	
$267,364,543


V.  STATUS OF RESERVES
Two types of reserves are kept by the Fund, based on the recommendations of the actuaries.

1.
Reserve for Annuities

This reserve is established to cover the future payment of the pensioners and their qualifying survivors.  Its level is revised and recalculated by Buck Consultants Actuaries every two years, at the same time that the in-depth actuarial valuation of the Fund is carried out by said firm.


The adequate level determined by the actuaries for this reserve, as of December 31, 2002, was $45,264,671.

2.
General Reserve
This reserve is established with the objective of covering the non-discretionary liabilities of the Fund operation, including the minimum interest rate accreditation to participant accounts, portfolio and Plan administration, and accreditation to the Reserve for Annuities as determined by the actuaries.  As a general rule, the long-term objective is to maintain a level of General Reserves sufficient to cover the above liabilities independently of the Fund’s Investments Return.

VI.  FINANCIAL STATEMENTS AND REPORT

OF INDEPENDENT AUDITORS
The financial statements for 2002 and the report of Ernst & Young LLP, the firm that audited them, appear in the appendix to this report.

VII.  SIGNATURES
Chairman of the

Retirement and Pension Committee


Representative
Representative

of the Secretary General
of the Participants

Secretary-Treasurer

A P P E N D I X

FINANCIAL STATEMENTS AND

REPORT OF INDEPENDENT AUDITORS
RETIREMENT AND PENSION FUND

OF THE GENERAL SECRETARIAT

OF THE ORGANIZATION OF AMERICAN STATES

FINANCIAL STATEMENTS
YEARS ENDING

ON DECEMBER 31, 2002 AND 2001

REPORT OF THE INDEPENDENT AUDITORS
ORGANIZATION OF AMERICAN STATES
RETIREMENT AND PENSION FUND

STATEMENTS OF NET ASSETS 

AVAILABLE FOR PARTICIPANT BENEFITS

	
	December 31



	ASSETS
	2002
	2001

	Cash
	$1,370,640
	$
-

	Investment, at market
	
	

	Money market funds
	28,226,162
	31,371,121

	U.S. Government Obligations
	25,159,072
	30,322,095

	Corporate debt
	76,146,700
	86,209,854

	Foreign government debt
	2,245,324
	1,315,700

	Commingled equity trusts
	140,255,715
	176,745,292

	Common Stock
	10,829,377
	13,358,109

	
	282,862,350
	339,322,176

	Accrued interest and dividends
	1,195,342
	1,570,184

	Total Assets
	285,428,331
	340,892,360

	LIABILITIES

	
	

	Due to broker for securities purchased
	17,596,478
	19,968,785

	Provident Plan participants accounts
	301,929
	690,940

	Administrative expenses payable
	165,381
	134,301

	Total Liabilities

	18,063,788
	20,794,026

	NET ASSETS AVAILABLE FOR BENEFITS
	$267,364,543
	$320,098,334


See accompanying notes

ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND

STATEMENTS OF CHANGES IN NET ASSETS

AVAILABLE FOR PARTICIPANT BENEFITS
	
	Years ended December 31,



	Additions 
	

2002

	2001

	Interest and dividends
	
$6,289,721
	
$7,480,356

	Investment expenses
	
(516,525)
	
(597,937)

	
	
5,773,196
	
6,882,419

	Contributions
	
	

	Institutions
	
7,617,370
	
7,454,508

	Participants
	
3,810,198
	
3,754,793

	Participants roll-overs for credit purchase
	
1,341,984
	
-

	
	
12,769,552
	
11,209,301

	Total additions
	
18,542,748
	
18,091,720



	Deductions
	
	

	Payments to pensioners
	
4,375,567
	
4,008,348

	Liquidations paid to participants (or their beneficiaries)
	
32,600,011
	
28,884,896

	Interest credited to Provident Plan accounts
	
-
	
8,788

	Administrative expenses
	
633,674
	
609,740

	Net depreciation
	
33,667,287
	
34,378,312

	Total Deductions
	
71,276,539
	
67,890,084

	Net Increase
	
52,733,791
	
49,798,364

	NET ASSETS AVAILABLE FOR BENEFITS
	
	

	Beginning of year
	
320,098,334
	
369,896,698

	End of year
	$267,364,543
	
$320,098,334


See accompanying notes

ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002 AND 2001

1.
Description of Fund

The activity of the Organization of American States Retirement and Pension Fund includes both the Retirement and Pension Plan (Plan) and the Provident Plan.  The following brief description of the Plan and the Provident Plan is provided for general information purposes only.  The Plan documents should be consulted for detailed information.


General ‑ The Plan is a contributory retirement plan maintained for the benefit of all staff members of the Organization of American States (OAS) and other affiliated agencies.  Compulsory contributions are shared two-thirds by the institution and one-third by the staff member.


The Provident Plan is a contributory savings plan established for the benefit of employees under short-term contracts (i.e. less than one year).  Compulsory contributions by the employer and the participant are made in equal amounts of 5 percent, and the balances in the accounts are fully vested in the name of the participants.  The total of the accumulated funds in the Provident Plan participants' accounts may only be withdrawn at the time of death, transfer to the Plan, or separation.


Funding Policy

The Plans are funded by the General Secretariat, other affiliated agencies and compulsory participants' contributions at fixed percentages of annual pensionable remuneration. A portion of the income earned on the Retirement and Pension Fund's investments is allocated semiannually to the Retirement and Provident Plan participants' accounts at rates determined by the Committee.  The remaining portion, if any, is retained in the Plan's General Reserve for operational costs and to ensure continued Plan stability.  Interest credited to participants' accounts determined by the Committee was 0% and 1.5% in 2002 and 2001, respectively.

Benefits ‑ Amounts included in participants' Plan accounts may only be withdrawn at the time of death or separation.  Participants leaving the Plan before mandatory retirement age are entitled to receive the amount of their personal credits (contributions plus interest) and a percentage of the institutional credit (employer's contributions plus interest) based upon the vesting provisions of the Plan.

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

Minimum conditions for retirement are 55 years of age and 15 years of participation in the Plan.  Upon retiring, participants in the Plan are entitled to pensions payable for life.  Participants who joined the Plan before January 1, 1982, may elect, instead of the preceding benefit, a life annuity based on the total sum standing to their credit in their accounts. Alternatively, at their request, the Committee (the Committee) has the discretion to substitute some other form of benefit of equivalent value.

The Plan provides for minimum pension benefits.  The minimum life pension for a participant at age sixty‑five, with not less than fifteen years of participation in the Plan, is an annual amount equal to 2% of the average annual pensionable remuneration for the thirty‑six consecutive months of highest pensionable remuneration within the last five years of remunerated participation, multiplied by the number of years of participation up to a maximum of thirty, and 1 2/3% additional for every year of participation in excess of thirty but no more than forty.  The same method is used to determine the amount of the voluntary retirement pension due to participants who elect that form of retirement which is applicable to participants fifty‑five years of age or older but less than sixty‑five whose years of participation and age, when added, total not less than eighty-five.  Certain reductions are made for retirement at an age less than sixty or participation of less than thirty years if the participant doesn't satisfy the rule of 85.  Cost-of-living adjustments to pensions are contemplated in the Plan.

Death benefits ‑ Upon death of a pensioner (or a participant with not less than five years of participation who dies while in active service), the pensioner's surviving spouse, and minor or disabled children, are entitled to a pension, as defined in the Plan.  When an active participant dies with less than five years of participation, the surviving spouse and the minor or disabled children, if any, receive the total of the accumulated funds in the participant's account.  Also, for a participant who dies while in active service with no surviving spouse or children, the Plan authorizes payment of the respective personal credit to the designated beneficiaries.

Disability benefits - Participants with five or more years of participation in the Plan, whose services are terminated because of physical or mental disability receive annual disability benefits, in the form of a life pension, as defined in the Plan.  Participants who have less than five years of participation receive the total of the accumulated funds in their accounts.  A participant who joined the Plan before January 1, 1982 may elect to be covered instead by alternative provisions on disability retirement defined in the Plan.

Fund termination – If the Fund is terminated, every participant, regardless of length of participation, is entitled to all the contributions credited to his/her account and their increment hereon.


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

2.
Significant Accounting Policies

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.  Benefit payments are recorded when paid.

Investment Valuation and Income Recognition – Common stocks and debt securities are valued at fair market value measured by the quotes price of the active market on which the security is traded as of the latest trade date prior to year-end.  Short-term investments are reported at cost, which approximates fair value.  Commingled equity trusts are valued by obtaining price from their issuer.

Purchases and sales of securities are recorded on a trade date basis.  Interest income is recorded on the accrual basis.  Dividends are recorded on the ex-dividend date.


Actuarial Present Value of Accumulated Plan Benefits - Accumulated plan benefits are those future periodic payments, including lump‑sum distributions, that are attributable under the Plan's provisions to the participants or their beneficiaries.  Accumulated Plan Benefits include benefits expected to be paid to (a) retired or terminated employees or their beneficiaries, and (b) present employees or their beneficiaries.  The actuarial present value of accumulated plan benefits is determined by the consulting actuaries, Buck Consultants.


Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes.  Actual results could differ from those estimates.


Reclassifications – Certain amounts in the 2001 financial statements have been reclassified to conform to the 2002 presentation.

3. Investments

The Fund's investment portfolio is managed by the State Street Bank, The Northern Trust Company, Barclays Global Investors, Zurich Scudder Investments, and effective March 2001, Lord, Abbett & Co., within the investment policy guidelines established by the Retirement and Pension Committee.  The Committee also retains the firm Buck Consultants as financial advisors.


State Street Global Advisors manages the domestic passive equity and long-term bond portfolios and acts as custodian for one equity index commingled trust.  Lord, Abbett & Co. manages the active small cap value style of the domestic equity portfolio.  The Northern Trust Company manages and acts as the custodian for the short-term fixed-income investment portfolio, and acts as custodian for the active small cap equity portfolio and the long-term fixed income portfolio.  Barclays Global Investors manages and acts as custodian of the passive international equity portfolio.  Deutsche Bank Trust Company manages and acts as custodian for the active portion of the international equity portfolio.


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

The fair value of individual investments that represent 5% or more of the Fund’s net Assets are as follows:


December 31

	
	2002
	2001

	State Street Russell 1000 Fund
	$98,636,724
	$127,268,214

	EAFE (excluding Japan) Equity Index Fund
	$25,130,545
	$  30,196,057





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

	PORTFOLIOS 2002



	FINANCIAL CATEGORIES
	 SHORT TERM
	  FIXED TERM
	  DOMESTIC

  EQUITIES
	INTL.

 EQUITY
	   TOTAL

	SHORT TERM INVESTMENTS
	$11,477,364
	$17,627,148
	$492,283
	
	$29,596,795

	U.S. GOVERNMENT AND 
AGENCY ISSUES
	15,550,941
	42,096,725
	
	
	57,647,666

	CORPORATE BONDS
	3,823,400
	26,263,677
	
	
	30,087,077

	MISCELLANEOUS BONDS
	2,493,854
	13,322,499
	
	
	15,816,353

	EQUITY INDEX FUNDS/


COMMON STOCK
	
	
	109,466,100
	41,618,999
	151,085,099

	TOTAL
	$33,345,559
	$99,310,049
	$109,958,383
	$41,618,999
	$284,232,990


PORTFOLIOS 2001
	

	FINANCIAL CATEGORIES
	SHORT TERM
	 FIXED TERM
	DOMESTIC

 EQUITIES 
	INTL.

 EQUITY 
	       TOTAL   

	SHORT TERM INVESTMENTS
	$  7,666,161
	$23,236,447
	$468,513
	-
	$31,371,121

	U.S. GOVERNMENT AND 
AGENCY ISSUES
	10,844,848
	53,807,422
	-
	-
	64,652,270

	CORPORATE BONDS
	7,968,463
	33,709,973
	-
	-
	41,678,436

	MISCELLANEOUS BONDS
	1,433,179
	10,083,764
	-
	-
	11,516,943

	EQUITY INDEX FUNDS/COMMON


STOCK
	-
	-
	140,623,337
	49,480,069
	190,103,406

	TOTAL
	$27,912,651
	$120,837,606
	$141,091,850
	$49,480,069
	$339,322,176



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

Net realized and unrealized (depreciation) appreciation for the years ended December 31, is as follows:

	
	2002
	2001

	United States Government backed

  securities
	
$1,318,185
	
$   660,471

	Corporate debts
	
2,993,877
	
2,028,743

	Foreign government debt
	
(208,027)
	
(124,352)

	Commingled equity trusts
	
(35,239,575)
	
(36,510,436)

	Common stocks
	
(2,531,747)
	
(432,738)

	
	
$(33,667,287)
	
$(34,378,312)


4. Actuarial Present Value of Accumulated Plan Benefits

The following table shows the actuarial assumptions used in the December 31, 2002 and 2001 actuarial valuations.  These assumptions are based on the presumption that the Plan will continue.  Were the Plan to terminate, different actuarial assumptions and other factors might be applicable in determining the actuarial present value of accumulated plan benefits.


December 31

	
	2002
	2001

	Mortality
	United Nations Mortality Tables

Male 1990, Female 1982
	United Nations Mortality Tables

Male 1990, Female 1982



	Retirement
	1.3% to 6.3% for ages 55-64 with 15 or more years of service

75% to 90% for ages 65-69 with 15 or more years of service
	1.3% to 6.3% for ages 55-64 with 15 or more years of service

75% to 90% for ages 65-69 with 15 or more years of service



	Interest
	8.5% of which 5.1 points assumed credited to participant account
	8.5% of which 5.1 points assumed credited to participant accounts



	Retirement benefit

Election
	75% of participants who entered prior to 1/1/82 elect full commutation.

Remaining assumed to elect 1/3 commutation.

In all cases, the value of the benefit will not be less than the account balance
	20% of participants who entered prior to 1/1/82 and subsequent participant select pension upon retirement, with all such individuals commuting 1/3 of their benefit.

Remaining assumed to elect full commutation



	Operational costs
	0.4%
	0.4%




The actuarial present value of accumulated Plan benefits, and benefit information for December 31, 2002 and 2001 are shown in the following table:

	
	2002
	2001

	ACTUARIAL PRESENT VALUE OF

ACCUMULATED PLAN BENEFITS
	
(in thousands)

	Vested Benefits
	
	

	
Participants
	$206,542
	$242,449

	
Pensioners
	45,265
	40,699

	Total vested benefits
	251,807
	283,148

	Non vested benefits
	13,759
	27,014

	Total actuarial present value

of accumulated plan benefits
	$265,566
	$310,162


The reconciliation shown below sets forth the reasons for the increase in the total actuarial present value of accumulated Plan benefits at December 31, 2002 and 2002:

	
	2002
	2001

	
	
(in thousands)

	TOTAL ACTUARIAL PRESENT VALUE OF

ACCUMULATED PLAN BENEFITS AT BEGINNING OF THE YEAR
	
$310,162
	
$277,328

	Increase (decrease) attributable to:


Interest earned on accumulated Plan benefits
	
24,797
	
22,181

	
Benefits paid
	
(36,860)
	
(32,893)

	
Benefits accumulated
	
(32,533)
	
43,476

	Total actuarial present value of Accumulated 

Plan benefits at end of the year
	
$265,566
	
$310,162


5. Money Market Account

The Retirement and Pension Fund has an operational Money Market account with Merrill Lynch from which liquidation and annuitant payments are made.  This account is considered to be part of the investment portfolio maintained by the Fund and is included as part of cash and cash equivalents when calculating the investment allocation in accordance with the investment policy guidelines established by the Retirement and Pension Committee.  Money Market account balances of $7,116,597 and $5,578,597 at December 31, 2002 and 2001, respectively, have been included in short-term investments in the investment matrix in Note 3.

6. Securities Lending
The Fund participates in a securities lending program administered by The Northern Trust Company (Northern).  Certain securities of the Fund are loaned to participating brokers who provide collateral, in the form of cash, government securities, or irrevocable bank letters of agreement, value at 102% of the market value of the securities on loan.  The collateral is invested on behalf of the Fund and the associates investment income, net of the amount rebate to the borrower as a return on the collateral, is shared 60/40 and 50/50 between the Fund and Northern for government securities and corporate securities, respectively.  The Fund and Northern have economic risk if the return earned on the invested collateral is less than agreed rebate to the borrower.  This risk is managed by  investing the collateral in a pool of low risk, short-term investment securities.  The Fund retains ownership of the loaned securities and the right to recall them at any time.  Accordingly, the loaned securities, which total approximately $35,478,142 as of December 31, 2002, are included in the net assets of the Fund at December 31, 2002.

7. Income Tax Status of the Plan

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

� 	Of the "General Standards to Govern the Operations of the General Secretariat of the Organization of American States"


� 	Now Deutsche Asset Management


�	Includes accrued interest and dividends


� 	Includes de Short-Term Bond Portfolio


� 	Dividends are reinvested, reason why they are not reported separately


�, 7 & 8	Does not include the Provident Fund





