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FEASIBILITY OF ADVANCING THE DELIVERY DATE OF THE
ANNUAL AUDIT REPORT OF THE BOARD OF EXTERNAL AUDITORS
(Prepared by the Secretariat for Administration and Finance)
The General Secretariat is mandated, through resolution AG/RES. 1 (XL-E/10) Program-Budget of the Regular Fund of the Organization for 2011 and Contributions to FEMCIDI, Section III.A.13.c., Establishment of a structured budget-preparation process, to present by December 1, 2010 a report to the CAAP on the feasibility of advancing the delivery date of the annual audit report of the Board of External Auditors (the Board) so that member states be in a position to consider the audit report at the beginning of the drafting process of the program-budget resolution. 

In response to this mandate, the General Secretariat consulted with the Board of External Auditors and met with representatives of the current external audit firm, Ernst & Young, LLP (E&Y) to discuss the feasibility of finalizing the audit process prior to the current deadline of April 30th following the year audited. 
Background

In accordance with the Rules of Procedure that govern the Board of External Auditors:

1. The Board must present an annual audit report of the financial statements and accounts (the annual report) to the Permanent Council by April 30 following the year audited.
2. Following general audit guidelines, the Board has the responsibility to: 

a. Audit all funds related to the OAS,
b. Audit the financial statements and supporting documentation,
c. Audit the operations,
d. Evaluate internal controls,
e. Keep informed of the work performed by the Office of the Inspector General,
f. Verify compliance with the General Standards, Rules and Regulations, and
g. Verify reasonableness of expenditures.
3. The Board may contract technically and professionally qualified auditors to perform the annual audit of accounts and financial statements.

4. Since 2007, the independent external audit firm conducting the annual audit of accounts and financial statements has been Ernst & Young, LLP.
5. The annual audit of accounts and financial statements report from the Board to the Permanent Council includes recommendations based on the financial statements and corresponding notes prepared by the General Secretariat and audited by the independent external audit firm contracted.

6. The audit process is dependent upon closing procedures for accounting records; analysis of transactions and accounts; recording of adjusting entries; reconciliations of numerous bank and financial institution accounts, reconciliation of trial balances and preparation of financial statements, meetings with the Board of External Auditors, vendor and borrower confirmations, and several others.

7. At the same time, the preparation of year-end financial statements is dependent upon: numerous parties from GS/OAS, E&Y, and the Board; key information and responses from GS/OAS clients and vendors (e.g., banks, investment firms, suppliers, etc.), National Offices, and others.

8. The audit process itself, which undergoes various phases, is dependent upon aforementioned and several other factors required by the external auditors, such as internal control review, testing of transactions, external verification of balances, internal audit partner review, etc.

Discussion

9. The financial statement end-of-year preparation and the annual audit of accounts are given very high priority by the Board and GS/OAS management. 
10. The current timetable for closing the financial books and records of the Organization, preparing the financial statements, completing the audit, and meeting with the Board of External Auditors is a complex process which currently takes place during one of the busiest seasons in the audit profession (November – April).  The OAS’ fiscal year runs from January 1 to December 31.
11. Accelerating the delivery date for the audit report will likely result in increased operational and audit costs as the timeframe for closing the books and performing the audit will be compressed further. The January-March timeframe is the period during which auditors are in greatest demand and charge the highest rates.  

12. The consensus among the Board of the External Auditors, Ernst & Young (current auditors), and GS/OAS management is that during the Organization’s transition to and early implementation of International Public Sector Accounting Standards (IPSAS), it will likely take more time, not less, to close the books and complete the audit as GS/OAS management and the Board will need to ensure that the Organization’s financial records fully comply with the new basis of accounting. Furthermore, as new IPSAS standards are issued, OAS will need to keep pace with them, requiring investment of additional time and resources. 
Conclusions
13. The preparation of the Annual Report of the Board of External Auditors is a high priority for the General Secretariat. Advancing the delivery date of the annual audit report of the Board for its consideration at the beginning of the drafting process of the program-budget resolution is a positive goal worth exploring in the context of other management reforms under way, including changing the OAS accounting system to meet new international standards (IPSAS). 
Notwithstanding the merit of exploring this goal, advancing the delivery date of the recommendations of the Board to a more appropriate period in the budget process would require considerable extra effort, addition of more finance and administrative staff as well as external auditors. It would likely result in noticeable increases in overall cost to the General Secretariat.  Furthermore, the current implementation of International Public Sector Accounting Standards creates additional requirements that draw upon existing resources (both internal and external) and it is the general consensus of the Board, Ernst and Young and OAS management that in early implementation years, this would pose a significant challenge to delivering the Annual Report prior to April 30.
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