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BACKGROUND:

Over the past year there has been considerable agreement by Member States on the need to enhance fiscal governance and oversight within the Organization of American States. This culminated in the inclusion of mandates in AG/RES. 1 (XLVIII‐E/14) Budget Resolution 2015‐2016 to conduct a comprehensive review of Chapters VII, VIII, and IX of the General Standards and submit modifications to all norms of the Organization that refer to the Inspector General, with a view to strengthening his or her role and operational independence and direct hierarchical subordination to the Permanent Council. While ongoing budgetary challenges have crowded out a focus on the General Standards reform thus far, the impetus for bolstering organizational standards for fiscal oversight and the commitment do so remain. 
The attached proposed statutory reforms to the General Standards governing the Office of the Inspector General, namely subchapter A of Chapter IX, will:
1. Establish a more independent and autonomous Office of the Inspector General;
2. Enhance the mandate for oversight by the Permanent Council on the Office of the Inspector General, including with respect to reporting, selection and renewal of tenure;

3. Enhance the technical oversight  on the audit function by the Board of External Auditors;

4. Establish a clear functional/operational reporting relationship with the Permanent Council and administrative (day to day) reporting relationship with the Secretariat;

5. Expand the  reporting mechanisms to the Permanent Council;

6. Restore the appropriate relationship between the Office of the Inspector General and the Permanent Council, given it represents the Board of the Organization;
7. Strengthen provisions related to Inspector General authority to access information;

8. Strengthen provisions related to the Secretariat obligation to act on internal audit recommendations; and,
9. Clarify provisions related to public access to audit information.
Aside from the desirability of enhancing the Organization’s standards for accountability and oversight as we continue to transition to a new administration, the urgency of the proposed statutory reform also stems from the emergent mandate to select a new Inspector General for the Organization. In October 31, 2014, the former Inspector General resigned and as of November 5, 2014 the interim Inspector General was assigned to assume those responsibilities. With respect to the allowable duration for an interim Inspector General, the Organization’s General Standards mandate in Article 120 (b) “no more than 12 months shall elapse between the time the post becomes vacant and the time the new Inspector General assumes it.”
Alongside the necessary statutory reforms, it will also be important that budgetary negotiations result in  strengthening the size and technical competency of the Office of the Inspector General through fiscal endowments and provision of adequate staffing, particularly to strengthen the Office’s auditing capacity and the availability of independent legal counsel in that Office. 
GENERAL STANDARDS TO GOVERN THE OPERATIONS OF THE GENERAL SECRETARIAT[1]
CHAPTER IX
ADVISORY SERVICES, AUDITING, AND FISCAL CONTROL
SUBCHAPTER A:  THE INSPECTOR GENERAL

            Article 117.  Internal Audit.  The Office of the Inspector General shall be the dependency responsible for exercising the functions of financial, administrative, and operational auditing, for the purpose of determining the level to which the General Secretariat achieves the objectives of diverse programs and the efficiency and economy with which resources are used, preventing and detecting fraud, waste abuse, malfeasance or mismanagement, as well as issuing recommendations to improve management of the General Secretariat.

The Inspector General will also remain free from administrative interference by any element in the organization, including matters of audit selection, scope, procedures, frequency, timing, or report content to permit maintenance of the necessary independence and objectivity. 
            To achieve the aforementioned purposes, the Inspector General shall establish appropriate internal auditing procedures that reflect international best practices, to verify compliance with the standards and regulations in force, through critical, systematic, and impartial examination of official transactions and operational procedures related to the resources administered by the General Secretariat.  To that end, the Secretary General shall issue an Executive Order regulating such activities Permanent Council shall adopt a resolution codifying the established internal audit procedures.
            Article 118.  Activity Plan. In accordance with the approved budget, and in accordance with these General Standards, 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 General Secretariat for the next two years and shall update it annually. The Permanent Council may request the inclusion of specific investigations or audits, once it reviews the plan.
            Article 119.  The Inspector General.  The Inspector General is responsible for carrying out the audit and investigation functions mentioned above. To that end, he shall enjoy the operational and administrative autonomy and independence needed to initiate, perform, and report to the Permanent Council, in the first instance, and to the Secretary General on the audits, investigations, and inspections required to ensure the correct use and administration of the Organization's resources and to safeguard its assets. The Inspector General shall also enjoy the necessary independence and autonomy to report to the Permanent Council on the overall efficacy of the functions of the Office of the Inspector General and on the overall qualifications and performance of the staff and independent contractors providing services in the Office of the Inspector General. The Inspector General shall make recommendations directly to the Secretary General on the need to hire or terminate the services of staff and independent contractors providing services in the Office of the Inspector General.
 The Inspector General and the professional staff of the Office of the Inspector General should have the ideal character, skills, and experience necessary to fulfill these functions, based on integrity and proven ability in one or more of the following disciplines: accounting, auditing, financial analysis, law, management skills, public administration, or investigation. The Inspector General shall have held a position with similar functions for a minimum period of fifteen years.
Article 120.  Appointment, length of appointment, and removal of the Inspector General. 

a. The Secretary General Permanent Council shall appoint the Inspector General from among the five candidates selected according to the following process:
 i.      The candidates for Inspector General shall be selected in an open competition publicized broadly throughout the Member States.
ii.       The process of selecting the candidates for Inspector General shall be conducted by an internationally prestigious company specializing in human resources and executive recruitment, selected approved by the General Secretariat Permanent Council for this specific purpose.
 iii.      The terms of reference for the selection of the company charged with the selection of the candidates for Inspector General shall be approved in advance by the CAAP.
 iv.     The terms of reference for the selection of candidates for Inspector General shall be approved in advance by the CAAP.  These terms of reference shall reflect the guidelines provided in the second paragraph of Article 119 of these General Standards.
 v.     In selecting the candidates, paramount consideration shall be given to competence and integrity, with due regard for the principles of rotation and equitable geographical representation that are priorities in the Organization.

 vi.    Before presenting the five selected candidates to the Secretary General, The company shall submit the qualifications of these candidates to the Board of External Auditors for for internal interview and certification of qualifications and competence.
 vii.   The company shall present to the Secretary General the five candidates selected for the post of Inspector General.The Board of External Auditors will provide a ranked shortlist of three candidates for selection and recommend a suitable candidate for appointment.
viii. 
The most suitable candidate shall be appointed by the Permanent Council as Inspector General.
b. In the event the Inspector General’s post becomes vacant, the Secretary General may appoint recommend an Interim Inspector General, to be certified by the Board of External Auditors and approved by the Permanent Council, who shall perform these functions until such time as the new Inspector General assumes the post. No more than 12 months shall elapse between the time the post becomes vacant and the time the new Inspector General assumes it.
c. The appointment of the Inspector General shall be for a period of four years, renewable only once for an additional period of four years.  The renewal shall be made by the Secretary General in consultation with the Permanent Council, taking into account the recommendations of the Secretary General and the Board of External Auditors.
d. In order that the Secretary General may proceed to remove recommend the removal of the Inspector General, or to apply any other disciplinary measure, he shall consult with the Permanent Council on his recommendation and inform it of the grounds on which it is based.  Before consulting with the Permanent Council deciding on the removal of the Inspector General or application of any other disciplinary measure, the Secretary General Chair of the Permanent Council shall offer the Inspector General a special hearing before a meeting of the representatives of each region to hear his statement and concerning the decision that he the recommendations that the Secretary General intends to take make.  For purposes of the consultation, the file on the special hearing shall be made available to the Permanent Council, which shall take such measures of confidentiality as it deems necessary.  The Inspector General cannot be terminated without cause and approval of the Permanent Council. The articles of these General Standards and of the Staff Rules pertaining to disciplinary measures do not apply to the Inspector General.
e.  A person who has been appointed Inspector General may not work for the General Secretariat, whether as a staff member, as an independent contractor, or as an employee of or consultant to an independent contractor, after leaving the post.

Article 121. Audit Reports. The Inspector General shall provide the CAAP, the Board of External Auditors, as well as the Secretary General, with the reports on the audits, investigations, and inspections he conducts. These reports shall be made available to the Permanent Council, which who shall take such measures of confidentiality as deemed necessary.
The Inspector General shall present reports quarterly and annually to the Permanent Council on the observations and recommendations emanating from the audits conducted, as well as on measures taken by the General Secretariat to implement them. Likewise, said reports shall pay particular attention to proposals made by the Board of External Auditors and to the adequacy of the resources allocated to auditing and inspection functions.

Annual summary reports of the OIG shall be made available to the public on the organization’s website. Full audit reports will continue to be made available to members at OAS headquarters with clearly defined procedures and appropriate protections for sensitive information that could compromise pending legal action, expose sensitive organizational data of designated operators, endanger the safety and security of any organization or individual or infringe on the privacy rights of any individual.
            Article 122.  Obligation to Act.  The Secretary General shall have thirty days in which to respond to the Inspector General's reports or to take steps to ensure compliance with his recommendations.  If no observations are put forward within that period of time, it shall be deemed that the Inspector General’s report has been accepted, and he shall proceed to request implementation of his recommendations, and shall so report to the Permanent Council.
Article 123.  Meetings.  The Inspector General shall meet as necessary with the CAAP and with CIDI, as appropriate, in order to exchange information and views on matters that fall within their purview. The Inspector General shall report to the Board of External Auditors on progress on the work plan or other relevant issues on a quarterly basis.


Article 124. Exit Audits. The Inspector General will prepare an exit audit for the Permanent Council at least 60 days prior to elections for a new administration. The exit audit shall report on audit and operational compliance by the Secretariat and other aspects of oversight as outlined in Article 117.            

Article 125 Authority: The Inspector General, with strict accountability for confidentiality and safeguarding records and information, is authorized full, free, and unrestricted access to any and all of records, physical properties, and personnel and other human resources of the Secretariat pertinent to carrying out any investigation. All employees are requested to assist the internal audit activity in fulfilling its roles and responsibilities.
            Article 1264.  Budget of the Office of the Inspector General.  Any decision that would involve a reduction in the budget appropriated to the Office of the Inspector General in accordance with the program-budget approved by the General Assembly shall be consulted upon in advance with the Permanent Council.

            Article 1275.  Evaluation of the Audit Function.  The Permanent Council may request that an external audit firm evaluate the activities of the Office of the Inspector General. The OIG must obtain an external assessment every three years by an independent reviewer or review team, certified by the Board of External Auditors, to maintain conformance with international standards for the professional practice of internal auditing. The review should assess the efficiency and effectiveness of the internal audit activity and identify opportunities for improvement. Results of the assessment will be presented to the Permanent Council and the Secretary-General for review and action as needed.
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