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Summary

Since 2007, CAAP has consistently signaled its support for the transition to the International Public Sector Accounting Standards (IPSAS), and mandated the GS/OAS to study the viability for implementation. In response to this mandate, the GS/OAS presented the findings from the study in 2009. 

Over the past years, important progress has been made including: the leveraging of relationships with other implementing organizations, contracting of the Organization’s external auditors to provide implementation guidance, training and a comparison of OAS’ accounting standards to international standards.

Further insight has also been gained into the scope and requirements necessary for a successful implementation. The progress achieved thus far places the GS/OAS in a better position for a smooth transition but it has become apparent from the experience of other institutions that implementing IPSAS is a complex undertaking, with far reaching implications that extend beyond accounting to financial systems, policies and people. Many UN system organizations have had to extend their implementation deadlines by 2-4 years, which points to the fact that successful implementation requires rigorous planning and dedicated project resources. 

As the GS/OAS continues to make progress on the path to adopting IPSAS this document seeks to inform CAAP members on progress achieved to date in connection with the project, and the necessary adjustments made to prepare for a viable transition. The new timeline (Appendix C) sets 2015 as a feasible target date, provided a team of dedicated project staff can be established. 

For this, the GS/OAS is seeking financial support to formally commence the project and put in place those requirements which best practices indicate are pivotal to the project’s success.  The initial project budget (Appendix D) estimates the cost to be $1.4 million dollars.

CAAP is requested to take note of this report.

APPENDIX A:
UN IPSAS Training Courses

APPENDIX B: 
Critical Implementation Steps

APPENDIX C: 
GS/OAS IPSAS Implementation Timeline

APPENDIX D: 
Estimated IPSAS Implementation Costs 2011- 2015
First Progress Report on the Adoption of International Public Sector

Accounting Standards at the Organization of American States

A. Mandate

1. In June 2007, the General Assembly issued its first mandate on the adoption of International Public Sector Accounting Standards (IPSAS) at the Organization of American States, instructing the General Secretariat (GS/OAS) to: “begin a study regarding the viability of implementing the International Public Sector Accounting Standard … and to report the General Secretariat’s findings, conclusions, and recommendations to the Permanent Council through the CAAP”. [AG/RES. 2353 (XXXVII-O/07)]

2. In September 2009,  the General Assembly mandated the GS/OAS to: “continue studying, the viability of implementing International Public Sector Accounting Standards with a view to adopting them as recommended by the auditors…and to report the General Secretariat’s findings, conclusions, and recommendations to the Permanent Council through the CAAP”. [AG/RES.1 (XXXVIII-E/09, Section III)]

3. In November 2009, the Secretariat for Administration and Finance (SAF) presented the result of its study on the viability of implementing IPSAS at the GS/OAS to the CAAP. In its report, SAF advised the CAAP of efforts being undertaken at other international organizations and member countries with respect to the implementation of international accounting standards and advised that the adoption of IPSAS was considered best practice for international organizations like the OAS. The report also summarized the impact of adoption on key financial reporting elements of significance to the financial position and financial performance of the GS/OAS. [CP/CAAP-3031/09 corr.2]

4. In its most recent mandate on the adoption of IPSAS, the General Assembly instructed the General Secretariat: “to continue its work towards the implementation of the International Public Sector Accounting Standards (IPSAS) with a view to adopting them as recommended by the auditors, starting with the fiscal year beginning on January 1, 2012, and in subsequent periods”. The resolution further instructed the General Secretariat “to develop an appropriate mechanism to consult on this matter with the CAAP and to report periodically on the progress of this endeavor”.  [Resolution AG/RES.1 (XL-E/10) CORR.1 paragraph 17 a. & 17c.]

5. This First Progress Report on the Adoption of International Accounting Standards at the GS/OAS is being presented in accordance with this mandate.

B. Introduction

Member States have deemed the adoption of IPSAS as an important step in building the framework necessary to implement results-based management. The use of internationally recognized standards enhances the credibility, reliability, and transparency of organization-wide financial reports while complying with global best practices. It also enriches comparability of organizational results to those of counterpart organizations. 

The activities undertaken to “study the viability of implementing International Public Sector Accounting Standards…” as directed in AG/RES. 2353 (XXXVII-O/07) and AG/RES.1 (XXXVIII-E/09), were effected within the framework of a wider initiative aimed at modernizing and streamlining the financial and administrative framework of the GS/OAS. This modernization project was financed by a grant from the Canadian International Development Agency (CIDA) and included as key activities: 

· Business process review and documentation of existing business processes 

· Development of a strategy to streamline the procure-to-pay cycle

· A comprehensive training program for financial and administrative staff, and 

· A gap analysis between OAS’ current basis of accounting and a standardized basis of accounting, in preparation for a transition to international standards. 

Most of these activities have been completed and though not all were directly related to IPSAS implementation, they were essential to building organizational capacity and readiness for transformation.

When the GS/OAS began evaluating the feasibility of IPSAS adoption, the available body of “lessons learned” from institutions implementing the standards was limited as most were in the initial stages of implementation.  Since that time, documented experiences have begun to emerge and as institutions have collectively gained a more accurate view of the scope and impact of adopting these standards, it has become clear that the transition to IPSAS is a complex undertaking with implications that extend well beyond accounting and financial reporting to impact on policies, systems, and the overall management of resources. 

Early adopters have demonstrated that successful and timely implementation is dependent on institutional commitment, access to expert assistance, sound project management, in-depth staff training, the assignment of adequate resources to the project, among other factors. Many implementing institutions have had to revisit their initial project plans and implementation timelines and most have found it necessary to extend their original target implementation dates by anywhere from two to four years.

Continued efforts toward full implementation of IPSAS at the GS/OAS as mandated in AG/RES.1 (XL-E/10) CORR.1 requires additional resources and the establishment of a project team dedicated solely to this effort. To this end, the General Secretariat is seeking additional financing from CIDA and other donors in order to comply with this important directive. 

C. Progress Report

At the GS/OAS, important progress has been made. The activities undertaken thus far have been foundational: leveraging of relationships with other implementing IOs; building the necessary in-house awareness of the need to migrate to international standards; building an in-house repository of knowledge on IPSAS standards; development of a high-level project plan; training core financial and administrative staff on the implementation of the standards with the greatest impact to the OAS; and documenting gaps between GS/OAS’ proprietary accounting standards and IPSAS. This has been achieved within the context of limited resources and in the absence of a project team dedicated solely to this effort. 

Implementation Guidance

· The relative novelty of IPSAS has rendered access to IPSAS experts difficult for many organizations. To address this challenge, the GS/OAS is leveraging its relationship with the United Nations (UN) and UN system organizations, gaining access to a broad repository of IPSAS guidance, including the implementation policy papers published by the UN IPSAS Task Force. These papers address in detail some of the more complex standards in the context of their applicability to UN organizations and will serve as a benchmark for the development of IPSAS compliant policies at the OAS. 

· The Organization’s external auditors - Ernst & Young- have been engaged to provide guidance on the applicability of specific IPSAS to OAS’ operations. To this end, SAF has begun to develop a series of white papers that outline the recommended application of individual standards at the OAS. These papers are intended to serve as a platform for broad discussion with the auditors and governing bodies on the best approaches most suited to the OAS business environment. 

· Knowledge-sharing with other institutions such as PAHO and OECD have provided SAF with valuable insight on potential implementation challenges, resource requirements, and lessons learned. Further exchanges with other implementing institutions are expected and these will guide the OAS IPSAS adoption strategy moving forward.

· During the last quarter of 2010, the OAS was invited by one of the IPSAS experts to deliver a presentation at the International Consortium on Government Financial Management Conference (ICGFM) on the OAS experience with IPSAS. Doing so allowed the Organization to contribute to the body of information currently available on implementation issues and provided opportunities for future collaboration.

Communication

A formal organization-wide communication plan for the IPSAS implementation project is currently under development. In the meantime, steps have been taken to disseminate information about the Organization’s IPSAS transition. These include: 

· A formal introduction on IPSAS was delivered before the Committee on Budgetary Affairs (CAAP) in October 2009.  The report was designed to familiarize CAAP members with the key principles of accrual accounting and the expected impact of adopting IPSAS. 

· The Finance Portal has been positioned as the primary repository of information on GS/OAS’ IPSAS implementation. This is intended to serve as a useful tool in building awareness within the Organization of the need to move to accrual accounting. The Portal contains links to the body of knowledge currently available from other organizations as they implement IPSAS. Moving forward, it will be used to further communicate the progress achieved, track project developments, and access a wider range of IPSAS guidance.

· In compliance with AG/RES.1 (XL-E/10) CORR.1, IPSAS progress to date is summarized in each Quarterly Management Report. 

Training

In 2010, the GS/OAS received the computer-based and instructor-led IPSAS training courses that were developed for UN agencies (See Appendix A). Five courses were delivered on-site to over 20 key financial and administrative staff by the IPSAS experts that developed the materials for the UN:

· Accrual Accounting Under IPSAS, the Basics and Beyond

· Accounting for Property, Plant and Equipment

· Accounting for Employee Benefits

· Advanced Topics in Financial Reporting

· Preparing Accrual-Based Financial Statements

Over 80% of participants successfully passed the end-of-course knowledge assessment designed to measure working knowledge of the application of the standards.

GAP Analysis and Risk Matrix

The transition from the Organization’s proprietary accounting standards to international standards will result in significant changes to the Organization’s policies and business processes. 

· A detailed gap analysis comparing IPSAS to GS/OAS accounting standards has been completed with several standards having been identified as applicable to the OAS’ operations.

· SAF is currently in the process of developing a matrix that aligns each applicable standard to its expected impact on: current policies and procedures and ERP requirements. Lastly, it identifies associated risks and risk mitigation measures. 

As additional standards are published and existing standards are revised, this gap analysis and matrix will require update. This process is expected to continue over the course of the transition.  

D. Next Steps

Re-definition of the Implementation Timetable

The UN system-wide IPSAS Implementation Checklist prescribes certain “critical implementation steps” that should be in place at least two years before an intended “go-live” date (see Appendix B). Using this as a guide in assessing the current status of the OAS IPSAS project, it is clear that the Organization’s implementation is in its infancy and that the previously targeted “go-live” date of January 1, 2012 is not viable. Informed by the experiences of other IPSAS adopters, SAF believes that a phased implementation strategy leading to IPSAS adoption is the most feasible, sound and cost effective way to ensure IPSAS readiness by a specified target date. 

Given the critical steps that must be in place, including project financing and the establishment of a project governance structure, SAF believes that a more reasonable “go-live” date is January 1, 2015.  A revised implementation timeline and budget has been developed accordingly (See Appendices C and D). 

Project Governance Structure

Adherence to this timeline requires a dedicated project management team supported by a well-defined governance structure and sufficient resources to carry out the implementation activities. Assuming these key components are in place, emphasis will be placed on completion of the critical implementation steps outlined in the afore-mentioned checklist by December 2012. 

An initial project budget estimates the cost of this multi-year implementation at $1.4 million. This excludes the cost associated with any upgrades or configuration changes that may be required to make the Organization’s ERP IPSAS compliant. 
APPENDICES
http://scm.oas.org/pdfs/2011/CP25893E.pdf 
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