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Resolution AG/RES.2157 (XXXV-0/05) addresses the 2006 Program Budget of the Regular Fund and provides two mandates for the Inspector General– audits of CPRs and Overhead.  The audit reports have not been finalized for two main reasons: (1) corrective action has been taken by the management of the General Secretariat that addresses the concerns expressed by the Member States, the Secretary General and the OIG and (2) due to limited OIG resources, OIG activities were devoted to the priority investigations related to Fellowships, as well as fraudulent activities uncovered in the GS/OAS Office in Honduras.   This presentation summarizes the OIG audit activities and the corrective action taken by the GS/OAS.

(1)
Restructuring

The Secretary General has restructured the General Secretariat (Ex. Order 05-13 Rev. 1) to address the priorities of the Member States, the Project Evaluation Committee has been established, the Committee on Resource Mobilization has been created, and performance contract procedures have been amended.  The collaborative efforts of the OIG and the General Secretariat and the action taken by the Secretariat have not only addressed the weaknesses identified during the audits but have also mitigated the related risks to the Organization. We are pleased that OIG concerns are being addressed by the Secretariat for Administration and Finance and that a number of improvements have been achieved since the audit commenced.  

(2)
 Performance Contractors ( CPRs)

The IG utilizes the consultation process with Managers on an ongoing basis, including  during and after the audit work, to discuss issues of concern to facilitate and expedite the process of addressing weaknesses identified during the audit and also to obtain an update on methods used or planned to correct internal control weaknesses.  Several issues that were identified during the audit regarding the timeliness, content and format of the CPR report and the overall management of the CPR process have been addressed. The main issue that is still outstanding in the report is the requirement to include a column in the report that identifies the total duration, including renewals and extensions of all CPRs granted to each contractor since 2000, as required by the Resolution.  

· The report to the CAAP has been greatly improved and is now submitted on a timely basis.  

· The CPR process has now been centralized in the Department of Human Resources to ensure compliance with the GS/OAS directives and to maintain uniformity regarding demand for those services, academic qualifications, technical skills/expertise and fee structures. 

· Procedures have been amended: 

-
Ex. Order 05-4 Corr. 1   
(CPR rules)

· Admin Memo 110 Rev. 1 
(Policy)

· Admin. Memo 111 Rev. 2.
(revised Form 608)


CPR mechanism 

In 2005 the GS/OAS spent a significant amount on CPRs – (almost $20M from all funds according to the 2005 CPR report presented to the CAAP) and indicates GS/OAS reliance on this mechanism for providing services.  In the opinion of the Inspector General the use of the CPR mechanism to supplement human resources requires some discussion and consideration. 

The issue of regularizing and converting persons who provide ordinary GS/OAS tasks is a complex and costly one and has been addressed by the General Secretariat in prior years.  The Department of Legal Services has provided its opinion on a number of occasions and the matter has been referred to the CAAP.  Most recently, the CAAP was informed by SAF that the cost of converting seven individuals who have been performing ordinary tasks in the Commission on Human Rights is estimated to be $444,900.  

The CPR mechanism is an excellent mechanism for obtaining the technical, specialized skills that are lacking in the Secretariat and the GS/OAS will continue to use this mechanism to address this shortage.  However in the absence of approved budgeted posts, the CPR mechanism is also used to contract several persons who provide ordinary tasks on an ongoing basis (time based rather than product based) to the Secretariat.  It is this group that continues to be a concern.

Why have we used this mechanism? In addition to being easier and faster to administer, some of the reasons include (1) the limitations placed on Object 1 (If object 8 funds were moved to Object 1 there would no longer be a need to rely on CPRs for regular required services.  However, there would be a budgetary requirement for statutory annual increases and this would increase the % of staff member costs to the overall budget), (2) some donors do not want to finance salaries and benefits of permanent international staff, (3) the CPR mechanism is less costly because CPRs are more economical to finance, CPRs do not have to go through the recruitment/selection process, fees are not tied to the salary scales and CPRs do not earn benefits.  We also have the issue of the “tax free privileges and immunities” such as reimbursement of income taxes to staff members who are required to pay income tax that does not apply to CPRs and (4) easier legal termination.  However, the General Secretariat needs to be aware of the risk of using CPRs for multi year periods and for several years and Directors should look for opportunities for CPRs who work for several years to move into staff positions, maintain the breaks in service to distinguish CPRs from staff members and maintain a fair compensation that includes the required social benefits.  The amended Form 608 recognizes this requirement for social benefits.  The effective management of the CPR process by the Department of Human Resources should mitigate the risk to the GS/OAS of any potential for legal liability. 

Suggestion:  The Secretariat for Administration and Finance should continue to monitor time based CPRs who have been with the Organization for several years and in coordination with the Department of Legal Services may wish to provide a list to the Member States and to the Secretary General of all performance contractors who have been contracted on a time based CPRs for multi year periods since 2000.  The list should include (1) the cost of regularizing those persons (2) the risk to the General Secretariat of retaining those persons as CPRs and (3) appropriate recommendations. 

(3)
Overhead:

Overhead charges imposed by the DAF have also caused some concern.  OIG audit determined that except for Article 80 of the General Standards, 15% for FEMCIDI and a negotiated contribution for Specific and Trust Funds, there is no written GS/OAS policy on overhead.   At the time of the audit the OIG determined that the system of charging overhead fees to the various areas of the GS/OAS was inconsistent and irregular.  Some areas were not charged at all, some were charged rates ranging from 1% to 15%.  In some cases interest was not credited to the respective project accounts and no overhead was charged, whereas in other cases overhead was charged even though no interest was credited to the project account. The OIG received a number of complaints regarding this apparent inconsistency. 

Action taken by the Secretary General to address the Overhead issue:

· A Committee on Resource Mobilization has been established (Ex. Order 
05-14 Corr. 1) and is charged with the responsibility to issue clear guidelines regarding procedures for externally financed projects and to develop and define mechanisms to calculate direct and indirect costs of projects and establish reasonable overhead charge to be included in all project budgets. 
· This Committee is chaired by the Assistant Secretary General and a meeting is scheduled for Thursday, 4/13/06. A draft new Executive Order is being prepared by the Office of External Relations and Resource Mobilization for SG approval and it is expected that this will provide a standard/uniform GS/OAS policy for charging Overhead on Specific Funds.  The new Department of Planning, Control and Evaluation and the Office of External Relations and Resource Mobilization will play important roles in the process of regularizing overhead charges.

Suggestion:  The OIG suggests that the audit of overhead charges should be deferred to one year after the new Executive Order is approved by the Secretary General in order to effectively evaluate compliance with the new procedures.

I am available to respond to any questions that Member States may have on this presentation.

Linda P. Fealing

Inspector General.
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