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Office of the Inspector General

This document was prepared at the request of the General Assembly during its meeting held on October 30, 2013.

Article 111 of the General Standards to Govern the Operations of the General Secretariat of the Organization of American States (the General Standards) requires that “the Secretary General shall establish, in accordance with these General Standards, suitable provisions and procedures to ensure effective financial management, the exercise of economy, and the best use of all the resources administered by the General Secretariat, and he shall inform the General Assembly thereof. These provisions and procedures shall include an appropriate accounting system, based on: generally accepted accounting principles, these General Standards, and the Budgetary and Financial Rules.” In addition, Article 112 refers to the Accounting Records of the General Secretariat. 

According to Article 118 of the General Standards and in accordance with the approved budget, “the Inspector General shall present to the Permanent Council, before the end of each year, a plan of activities for investigation and audit of the programs, services, and activities of the GS/OAS for the next two years and shall update it annually (Audit Plan). The Permanent Council may request the inclusion of specific investigations or audits, once it reviews the plan.”
Additionally, this document is in response to AG/RES. 2774 (XLIII-O/13), which has requested the General Secretariat to pursue efforts, for the purpose of improving the transparency and efficiency of the General Secretariat’s operations, to establish appropriate planning, control, and evaluation systems that will enable the member states to follow up on budget programming and fiscal supervision. 

AG/RES. 1 (XLV-E/13) instructed the General Secretariat:

· To continue its work in the implementation of the International Public Sector Accounting Standards (IPSAS) with a view to adopting them as recommended by the Board of External Auditors, starting with the fiscal year beginning on January 1, 2015, and in periods thereafter. To that end, after consideration by the Permanent Council of the recommendations of the CAAP, the Permanent Council is authorized to adopt, with immediate effect, such amendments as may be necessary to the General Standards ad referendum of the General Assembly.

· To take the necessary measures, whenever permitted by the progress in implementation of the IPSAS, to ensure that financial and budgetary reports presented to the CAAP are consistent with the guidelines provided in the aforementioned Standards.

· To develop an appropriate mechanism to consult on this matter with the CAAP and to report periodically on the progress of this endeavor.

In addition, AG/RES. 1 (XLV-E/13) provided the following instructions to: 

· The Secretariat for Administration and Finance and the Office of the Inspector General to jointly monitor the implementation of the reform process considered by the CAAP, and provide recommendations accordingly. Likewise, progress, the reasons for lack of progress, and any pertinent recommendations should be notified to the member states in a section of the quarterly reports. This provision will take effect in 2014 and subsequent years, regardless of the period that this resolution is in effect.
· The Office of the Inspector General to present to the CAAP no later than February 28, 2014, an action plan for monitoring the implementation of the reform process, including the resources needed for compliance.

The Accrual Basis of Accounting 

The Conceptual Framework for General Purpose Financial Reporting by Public Sector Entities (the Conceptual Framework) establishes and makes explicit concepts that are to be applied in developing the International Public Sector Accounting Standards (IPSASs). The IPSASs were developed so they could be applicable to a wide array of countries, political systems, governments and institutions. Refer to Annex A for a brief description of these Standards.
The International Public Sector Accounting Standards Board (IPSASB) recognizes that many jurisdictions that may adopt IPSAS are diverse in their forms of government, social and cultural traditions, and service delivery mechanisms. The IPSASB attempted to respond and embrace this diversity when developing this Conceptual Framework. 

The concepts established by the Conceptual Framework are related to the financial reporting applied under the accrual basis of accounting in which transactions and other events are recognized in the financial statements as they occur and not when the cash or equivalent is received. In doing this, these transactions are recorded and recognized in the financial statements and accounting records during the periods in which they were incurred.
Accrual basis of accounting provides the users with financial statements that include the reporting period in which past transactions involving the payment or receipt of cash, as well as obligations of the entity for them to pay cash or other resources to be made in the future. Information regarding past transactions can be utilized to make future decisions and this is more beneficial to users than information derived from cash basis accounting or other financial reporting.
For the GS/OAS, IPSAS compliance should ensure complete and accurate financial reporting on an annual basis. Following benefits are envisioned through the adoption of IPSAS:

· Greater transparency due to more comprehensive and precise information on the use of resources and on the status of liabilities; 
· Strengthened accountability through more frequent, accurate and complete financial reporting; 
· Improved management and planning throughout the organization due to more better accounting practices for estimates of income and expenditure as well as more comprehensive information on assets and liabilities (including clear operational and programmatic management practices);
· Strengthen the support for results-based management through the provision of more comprehensive information on costs; 
· Strengthen the support for results-based management through the provision of more comprehensive information on costs.
The conversion to IPSAS does not simply involve the implementation of an accounting project but it also involves changes that need to be made among the business processes and practices of the organization, as well as the general management with the GS/OAS and controlled entities (IPSAS 6). Ultimately, the aim of the General Secretariat and controlled entities is for the changes to be made in collaboration with one another and for these changes to achieve the benefits they have envisioned would accompany the adoption of IPSAS.

The GS/OAS will prepare its first set of IPSAS-compliant financial statements and note disclosures starting with the fiscal year beginning on January 1, 2015. The Executive Sponsor of this Initiative is the Secretary of Administration and Finance and the IPSAS Steering Committee is in formation.

From the OIG perspective, the Implementation Plan should include, at least:
Defining Expectations: 

· Definition of the new accounting framework.
· Organization of internal control of accounting data. 
· Integrating accounting data.
· Training and awareness.
IT Portion:

· Description of the current capabilities.
· The need to create accrual accounting functionality.
· The issue of consistency between sub-systems.
· Management and reporting functionalities.
· Consideration of the options for the future.
Project Management:
· Project organization.
· Project resources.
· Timetable (Project Set-up; Inventory of processes; Gap Analysis and Roadmap; Assess and Develop; ERP-IPSAS Support; and Conversion to IPSAS).
Proposal of the Office of the Inspector General
During the phases prior to the implementation of IPSAS, the OIG will provide “Consulting Services.” These services are advisory in nature, and are generally performed at the specific request of an engagement client and could include such activities as conducting internal control training, providing advice to management about the control concerns in new systems, drafting policies, and participating in quality teams.
After the definition of the Gap Analysis and before and after the conversion, the OIG will provide “Assurance Services” that will involve the internal auditor’s objective assessment of evidence to provide an independent opinion or conclusions regarding specific entity, operation, function, process, system, or other subject matter. The nature and scope of the assurance engagement are determined by the internal auditor.
As per the OIG’s preliminary analysis, the main areas for opportunities are:
· Modification to General Standards and Budgetary and Financial Rules, including Segment Reporting.
· Employee Benefits.
The OIG presents the following scenarios in which the OIG provides services before and after the implementation of IPSAS: 

Scenario 1:
Assumption:
· The OIG attends the IPSAS Steering Committee meetings as an observer and provides quarterly reports based on the information reported by DFAMS. 
No additional resources for the OIG are needed.
Scenario 2: 
Assumption: 
· The OIG attends the IPSAS Steering Committee meetings as an observer and provides quarterly reports based on the information reported by DFAMS. 
· The OIG provides Consulting Services specifically with regards to the Modification to General Standards and Budgetary and Financial Rules, including Segment Reporting and Employee Benefits analyses.
Budget ceiling for the OIG is increased by USD 60,000 for 2014 and by USD 60,000 in 2015, to cover projected expenses.
Scenario 3: 

Assumption: 

· The OIG attends the IPSAS Steering Committee meetings as an observer and provides quarterly reports based on the information reported by DFAMS. 
· The OIG provides Consulting Services specifically with regards to the Modification to General Standards and Budgetary and Financial Rules, including Segment Reporting and Employee Benefits analyses.
· The OIG provides Assurance Services specifically with regards to the Modification to General Standards and Budgetary and Financial Rules, including Segment Reporting and Employee Benefits Conversion Data.
Budget ceiling for the OIG is increased by USD 130,000 for 2014 and by USD 130,000 in 2015, to cover projected expenses.
ANNEX A: THE INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS (IPSAS)

IPSAS 1 Presentation of Financial Statements (IAS1) sets out the overall considerations for the presentation of financial statements, guidance for the structure of those statements and minimum requirements for their content under the accrual basis of accounting.
IPSAS 2 Cash Flow Statements (IAS7) requires the provision of information about the changes in cash and cash equivalents during the period from operating, investing and financing activities.
IPSAS 3 Net Surplus or Deficit for the Period, Fundamental Errors and Changes in Accounting Policies (IAS8) specifies the accounting treatment for changes in accounting estimates, changes in accounting policies and the correction of fundamental errors, defines extraordinary items and requires the separate disclosure of certain items in the financial statements.

IPSAS 4 The Effect of Changes in Foreign Exchange Rates (IAS21) deals with accounting for foreign currency transactions and foreign operations. IPSAS 4 sets out the requirements for determining which exchange rate to use for the recognition of certain transactions and balances and how to recognize in the financial statements the financial effect of changes in exchange rates.

IPSAS 5 Borrowing Costs (IAS23) prescribes the accounting treatment for borrowing costs and requires either the immediate expensing of borrowing costs or, as an allowed alternative treatment, the capitalization of borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset.

IPSAS 6 Consolidated Financial Statements and Accounting for Controlled Entities (IAS27) requires all controlling entities to prepare consolidated financial statements, which consolidate all controlled entities on a line by line basis. The Standard also contains a detailed discussion of the concept of control as it applies in the public sector and guidance on determining whether control exists for financial reporting purposes.

IPSAS 7 Accounting for Investments in Associates (IAS28) requires all investments in associates to be accounted for in the consolidated financial statements using the equity method of accounting, except when the investment is acquired and held exclusively with a view to its disposal in the near future in which case the cost method is required.

IPSAS 8 Financial Reporting of Interests in Joint Ventures (IAS31) requires proportionate consolidation to be adopted as the benchmark treatment for accounting for such joint ventures entered into by public sector entities. However, IPSAS 8 also permits – as an allowed alternative – joint ventures to be accounted for using the equity method of accounting.

IPSAS 9 Revenue from Exchange Transactions (IAS18) establishes the conditions for the recognition of revenue arising from exchange transactions, requires such revenue to be measured at the fair value of the consideration received or receivable and includes disclosure requirements.

IPSAS 10 Financial Reporting in Hyperinflationary Economies (IAS29) describes the characteristics of a hyperinflationary economy and requires financial statements of entities, which operate in such economies to be restated.

IPSAS 11 Construction Contracts (IAS11) defines construction contracts, establishes requirements for the recognition of revenues and expenses arising from such contracts and identifies certain disclosure requirements.

IPSAS 12 Inventories (IAS2) defines inventories, establishes measurement requirements for inventories (including those inventories which are held for distribution at no or nominal charge) under the historical cost system and includes disclosure requirements.

IPSAS 13 Leases (IAS17) establishes requirements for the accounting treatment of operating and finance leasing transactions by lessees and lessors.

IPSAS 14 Events after the Reporting Date (IAS10) establishes requirements for the treatment of certain events that occur after the reporting date, and distinguishes between adjustable and non-adjustable events.

IPSAS 15 Financial Instruments: Disclosure and Presentation (IAS32) establishes requirements for the presentation of on-balance-sheet financial instruments and identifies the information that should be disclosed about both on-balance-sheet (recognized) and off-balance-sheet (unrecognized) financial instruments.

IPSAS 16 Investment Property (IAS40) establishes the accounting treatment, and related disclosures, for investment property. It provides for application of either a fair value or historical cost model.

IPSAS 17 Property, Plant and Equipment (IAS16) establishes the accounting treatment for property, plant and equipment, including the basis and timing of their initial recognition, and the determination of their ongoing carrying amounts and related depreciation. It does not require or prohibit the recognition of heritage assets.

IPSAS 18 Segment Reporting (IAS14) establishes requirements for the disclosure of financial statement information about distinguishable activities of reporting entities.

IPSAS 19 Provisions, Contingent Liabilities and Contingent Assets (IAS37) proposes requirements for the recognition of provisions, and the disclosure of contingent liabilities and contingent assets.

IPSAS 20 Related Party Disclosures proposes requirements for the disclosure of transactions with parties that are related to the reporting entity including: Ministers, senior management, and their close family members.

IPSAS 21 Impairment of Non-Cash-Generating Assets (IAS36) ensures that noncash-generating assets are carried at no more than their recoverable service amount, and to prescribe how recoverable service amount is calculated.
IPSAS 22 Disclosure of Financial Information about the General Government Sector prescribes disclosure requirements for governments which elect to present information about the GGS in their consolidated financial statements. The disclosure of appropriate information about the GGS of a government can provide a better understanding of the relationship between the market and nonmarket activities of the government and between financial statements and statistical bases of financial reporting.
IPSAS 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) prescribes requirements for the financial reporting of revenue arising from non-exchange transactions, other than non-exchange transactions that give rise to an entity combination.
IPSAS 24 Presentation of Budget Information in Financial Statements ensures that public sector entities discharge their accountability obligations and enhance the transparency of their financial statements by demonstrating compliance with the approved budget for which they are held publicly accountable and, where the budget and the financial statements are prepared on the same basis, their financial performance in achieving the budgeted results.
IPSAS 25 Employee Benefits (IAS19) prescribes the accounting and disclosure for employee benefits, including short-term benefits (wages, annual leave, sick leave, bonuses, profit-sharing and nonmonetary benefits); pensions; post-employment life insurance and medical benefits; termination benefits, and other long-term employee benefits (long-service leave, disability, deferred compensation, and bonuses and long-term profit-sharing), except for share-based transactions and employee retirement benefit plans.
IPSAS 26 Impairment of Cash-Generating Assets (IAS36) prescribes the procedures that an entity applies to determine whether a cash-generating asset is impaired and to ensure that impairment losses are recognized. This standard also specifies when an entity shall reverse an impairment loss and prescribes disclosures.
IPSAS 27 Agriculture (IAS41) prescribes the accounting treatment and disclosures for agricultural activity.
IPSAS 28 Financial Instruments: Presentation (IAS32) prescribes principles for classifying and presenting financial instruments as liabilities or net assets/equity, and for offsetting financial assets and liabilities.
IPSAS 29 Financial Instruments: Recognition and Measurement (IAS39) establishes principles for recognizing, derecognizing, and measuring financial assets and financial liabilities.
IPSAS 30 Financial Instruments: Disclosures (IFRS7) prescribes disclosures that enable financial statement users to evaluate the significance of financial instruments to an entity, the nature and extent of their risks, and how the entity manages those risks.
IPSAS 31 Intangible Assets (IAS38) prescribes the accounting treatment for intangible assets that are not dealt with specifically in another IPSAS.
IPSAS 32 Service Concession Arrangements: Grantor (IFRIC12) prescribes the accounting for service concession arrangements by the grantor, a public sector entity. Periods beginning on or after January 1, 2014.
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