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AGENCY 1 URIMTERNAYVIONAL DEVELOPMENT

OF Lo b o TRHIE REGEHONAL BSPECTOR GENEPRAL
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v GUC TG AT Y HONDURAS
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MIMORANDUM
TO : D/USAID/?ﬁ;fa Rica, Naniel A, Chaij
FROM  : RIG/A/T, J01nadz y. Gothard, Jr.

SUBJECT: Audit Report No. 1-515-87-08-N, "Audit of the Use of PL480,
Title T Local Currency Proceeds Allocated Specifically for the
Support of the TFuropzan Fconomic Community's Project for
Agrarian Development Reform in Costa Rica"

This report presents the results of a non-Federal audit that your Mission
reques ted of the use of PLASO, Title T local currency proceeds allocated
specifically for the support of the European Fconomic Community's Project
for Agrarian Development Reform in Costa Rica. The project is being
implemented by the Institute for Agrarian Developrent. (TDA) under the
supervision of the Ministry for National Planning and Economic Policy
(MIDEPLAN).  The certified public accounting firm of Deloitte, Haskins §
Sells in Costa Rica prepared the report which is dated March 5, 1987.

The purpose of this financial and compliance audit was to determine if
the project's statement of investments for the period February 21, 1982
to September 30, 1985 adequately vepresents the investments made for this
period; to study and evaluate IDA's system of internal controls related
to the project; and to determine if DA had complied with applicable
laws, regulations, and agreements.

[n the opinion of Deloitte, Haskins § Sells, the statemznt of investments
presents fairly the investments made by the project for the period
February 21, 1982 to Scptember 30, 1985, except that the over-investment
shown on the statement was not reconciled with the total funds approved
and dishursed by MIDEPLAN. Their study and evaluation of the internal
control system revealed that the amount of investments shown in the
project's accounting records were not reconciled with the disbursements
reported by MIDEPLAN; specific accounts for land purchases were no*
maintained; IDA's internal audit department did not perform reviews of
the project; and there was no  covenant clearly establishing the
objectives, financing, obligations and deadlines of the project. They
report that these aspects result in more than a relatively low risk that
errors or irregularities in amounts that would be material in relation to
the statement of investments may occur and not be detected within a
timely period. They also determined that IDA had complied with tested
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1tems of applicable laws, regulations, and agreements that could affect
the statement of investments. For items not tested, nothing came to
their attention that caused them to believe that untested items were not
in compliance with applicable laws, regulations, and agreements.

The Deloitte, laskins & Sells report contains four recommendations which
we believe will improve IDA's system of internal controls. As a result,
the following recommendation will be included in the OIG's audit
recommendation follow-up system,

Recomnendation No. |1

We recommend that 1SATD/Costa Rica obtain evidence from the Institute for
Agrarian Development (IDA) to demonstrate that it has implemented the
four recommendations to improve the system of internal controls included
in the Deloitte, Haskins & Sells report dated March 5, 1987,

Please advise this of ice within 30 days of the actions planned or taken
to implement this recommendation.
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Deloitte
Haskins -Sells

Lic. Eladio Villalta L. CP.A pvenida Central Callos 9-11

Edificio Mendiola, 3° Piso
Lic. Fernando Herrero S. C.P.A. Apartado 3667
San José, Costa Rica
Teléfono 33-92-33
Telex 2620 DHS CR

dareh 5, 1987

Mr. Coinage N, Gothard

Regional Inspector General for Audit

U.S. Agency for International Development
Tegucigalpa, Honduras, Central America

Dear Mr. Gothard:

Tnis report presents the results of our audit of the Direct
Transfer AID~IDA-European neconomic Community Project. This
project is financed with funds ot Publie Law (PL) 480, Title I
Programs in Costa Rica,

A OUN

As of November 22, 1983 a vcmorandunm or Understanding was signed
between tne Governments of United States of Awerica and Costa
Rica for the use of fundy froun PL4GO, Title I in Costa Rica. The
Ministry for National Planning and Lconomiec Policy (MIDEPLAN) was
appointed as tne Costa Rican governmental institution in charyge
of coordinating, planning, bromoting and supervising program
activitics and the disburscments or tunds, as well as reporting
and assuring compliance tfor botn tae ilemorandun of Understanding
and tne Public Law PL 80, Title I programs in Costa Rica.
HIDEPLAN reports to the Government of Costa Rica and the Agency
for International Development (AID). Tae institutions benefiting
from PL430, Title I funds in Costa ltica report to MIDEPLAN,

The Institute forp Aprarian Developument, implcucnting agency of
the Direct Transrer AID-IDA-Europcun necononmic Community Project,
Wdas crcated by Law Mo, 2829 of vetober 14, 1961 with the original
name of Instituto de Ticrras y Colonizacién (Institute of Land
and Colonization) and caanged to the Instituto de Desarrollo
Agrario (IDA) (Institute fop Agrarian Development) by Law 6735 of
Haren 29, 1982, The normal activity of the Institute is land
warketing, which includcy tae purcnase, sale, mortgaging, rental
and acquisition of £ovods and serviceg neccecssary for the
development and use of rural land, and tune development of land
settlementy and titling.



The Institute for Agrarian Development is governed by a Board of
Directors. The Executive President is appointed by the Costa

Rican Council of Government and reports to the Board of
Directors,

The Internal Audit Department acts as an advisory entity to the
Board of Directors, and oversees the other departments,

The Direct Tranuter IDA-AID-Europcan LEconomic Community Project
Wwas implewmented by the Instituto de Desarrollo Agrario,
levertheless, there was no personnel directly assigned to the
project to form an ¢xecutive unit, since all procedures for
Purcnasing land arc perfornmed with the normal resources of the
institution.

The purpose of the Direct Transter AID-IDA-European Economic
Community Project was to carry out the agreement between the
turopean Economic Comunity and the Costa Rican Government for
reenforcing Agrarian and Integral Development Reform. The
project’s funds have been used only to purchase lands in the
communitites of San ttfateo, Orotina and Puriscal,

Tnere is no signed agreement for tnis project, consequently there

1s no established basecs that rcgulate its use and date of
¢xccution.

AUDIT OBJECTIVES AND SCOPE

The overall objective of tne cxamination was to perform a
finarncial and ¢ompliance audit or the Direect Transfer AID~-IDA-
European Econowic Community Project, for the period fronm
Februrary 21, 1982 to September 30, 1985, This project is
ilmplemented by the Instituto de Desarrollo Agrario and 1is
financed with funds of tne Public Law (PL), Title T Programs in
Costa HRica.

The audit was performed in accordance with tenerally accepted
auditing standdrds and with the U.S. Comptroller General’s
"Standards for Audit or Governmental Organizations, Programs,
Aetivities, and Fuactionu" (1981 Revision) and, consequently,
included the examination of accounting records and other auditing
procedures which we conusidercd necessary in the circumstances to
deterwine that all transaclions financed with Public Law (PL)
480, Title I rundgy were adequately recrded in the accounting
records or! the project,

The scope of tne examination included sufricient tests to
determine if the statement or investments adequately representad
the investwents made for the Project during the audited period
and whether the project had complied in all material respocts
with the laws, regulations and contracty affecting such statement
of investmentgs.,



The scope of the work consisted of:

1.

2.

Reviewing the statement of investments of the Project for the
period from February 21 to September 30, 1985,

Reviewing the decree which incorporates programmed funds in
the national budget.

Reviewing and ecvaluating the internal controls, including
compliance and substantive tests which we considered
necessary in the circumstances,

Evaluating the accuracy of the information reported by the
Institution to the AID and to the Costa Rican Government.

Reconciling the awmounts recorded by the Project for funds of
Publice Law (PL) 480, Title I, with those reported by the
Ministerio de Planificacidn Nacioral as disbursements.

Determining whether the Institute for Agrarian Development
has complied with the terms and conditions of laws,

regulations and contracts which may affect the statement of
investments,

Determining the following: 1) Whether the Institute for
Agrarian Developument paid fair and reasonable prices for
goods and services financed in whole or in part with PL 480,
Title I funds, and 2) \VWhether the procurement system uses
fair and competitive commercial practices to assure the most
effective use of PL 480, Titie I f'unds,

Determining if the funds of PL 460, Title I were used only
for purposes of the Project,

RESULTS QOF AUDIT

1.

Statement of investments

A sumwary of the results of our oxamination reveoaled that
except for the scope limitation related basically with the
fact that the project has not reconciled the overinvestment
shown in the statement of investments against the total
funds approved and disbursed by Ministerio de Planificacién
Nacional, the statement of investments of the project
presents fairly the investments made by the Direct Transfer
AID-IDA-European LEconomic Community Project for the period
from February 21 to September 30, 198s,

Interpal controls

Our study and evaluation of the internal control system
revealed that they do not reconcile the records of
investments according to the accounting information with



tnose of the disbursements reported by MIDEPLAN; specific
accounts ror the purchasing of land are not maintained; the
internal audit does not carry out reviews orf the project; and
nNo convenant exists to estavlish clearly the objectivas,
financing, obligations and deadlines of tne project; aspeccts
which we consider important, which are detailed in the
report. These agspects result in more than a relatively low
risk that errors of irregularitics in apounts that would be
material in relation to the statement of investuments way
occur and not be detected within a timely period.

3. Compliance with appligcable laws, regulations and agreements

In conrnection with our ¢xanm and gtudy of all the laws,
regulations and agrceements tnat could affect the statement of
investments, wce belicve that the Direct Transter IDA-AID-
Europcan Economic Community Project hus complied with tested
itews of laws, reguiations and agrecements that could affect
the statement or investuents, For the items not tested,
notihing came to our attention tnat caused us to believe that
untested items are unot i compliance with applicable laws,
regulavions, and agreecuent s,

HANAGEMENT COMHENTS

Personnel from the Project, MIDEPLAN, and US AID/Costa Rica re-
viewed a  draft of this report and offered minor changes, which
we have incorporated into this final report.

CERTIF1ED PUBLIC ACCOUNTANTS



Deloitte
Haskins-+Sells

LiC. Eladlo Vlllaha L C PA Avenida Central Calles 9-11

. Edificio Mendiola, 3° Piso
Lic. Fernando Herrero S. C.P.A. Apartado 3667
San José, Costa Rica
Teléfono 33-92-33
Telex 2620 DHS CR

DIRECT TRANSFER AID-IDA-EUROPEAN COMMUNITY
PROJECT

RUPORT O TH& STATLIENT OF LHVESTHENTS

AUDITOR’S OPIWNION

To the Regional Inspector General ror Audit
U.S5. Agency for International Development
Tegucigalpa, Honduras, Central hmerica

e have cexamined the statement of investaents for the period frou
Yebruary 21 to Scptewmber 30, 1965, related to the Dircet Transter
AlD-IDA-European ilconomic Cowmunity Projcet imwplemented by the
Instituto de Desarrolio fiprario (LDA) (Institute for Agrarlan
Development) and rinanced by Public Law (PL) 480, Title I
Programs 1a Costua Rica runds (cxpressed in tnousands or Coata
tican colounes). axceepl as explained in toe following paragraph,
our examination was made in accordance witn generally accepted
auditing standards and he U.5. Comptroller General's "Standards
for Audit of Governmental Organizations, Programs, Activities,
and Functions! (19351 Revision) and, accordingly, included such
tests ol tac acecountiug records and such otpner auditing
procedurces as wve considered necesoary in tne circumstances,

Tne projecl’s statement of Investuents snows an overinvestment
of 21.932 (tavusuands) couwpared to total r'unds approved and
disbursed by tae “inisterio de Planilicacién dacional y Polftica
Lecomdaica and il was not posaibie to obtain a I'ceconeciliation of
the difr'erences in tue awount (sce note 2),

As descrived io note 1 to tae statcement or investuents, the
project’s policy was Lu prepare tne statewent {'‘ron budget records
on tnce basis ol cani di.bursementy, Conscquently, certuain
Cxpenues arce reeopnized vacen paid rather when Lae obligation is
incurreced, Accordingly, tuac dccoupanying statemwent of investuwents



18 not intended to present the t'inancial position and results of
operations in conformity with generally accepted accounting
principles. ’

In our opinion, except for the effects of the adjustments, if
any, as might have been determined to be necessary had we been
able to review the reconciliation of the matter mentioned in
paragraph 2, the accompanying statement of investments presents
fairly the investments made by the Direct Transfer IDA-AID~
European Economic Ccmmunity Project for the period from February
21 to September 30, 1985, in conformity wich the basis explainad
in note 1.

Ol TOE fos o < J )y

CERTIFIED PUBLIC ACCOUNTANTS

October 13, 1986



DIRECT TRANSFER AID-IDA-EUROPEAN ECONOMIC COMMUNITY PROJECT

STATEMENT OF INVESTMENTS

FOR THE PERIOD FhOM FEBRURARY 21
TO SEPTEMBER 30, 1985
(EXPRESSED IN THOUSANDS OF COSTA RICAN COLONES)

INVESTHMENT NOTLES AMOUNT

Purchases of land

See notes to statement of investments,




DIRECT TRANSFER AID-IDA-EUROPEAN ECONOHIC COMMUNITY PROJECT

NOTES TG STATEMEUT OF INVESTMENTS
FOR THE PLRIOD FROM FEBRURARY 21 TO
, SEPTEMBER 30, 1985
(EXPRESSED IN THOUSANDS OF COSTA RICAN COLONES)

o0 % & @ 2 % #

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Geperal. The Direat Transfer AID-IDA-European Economic
Community Projecct’s objeetive is the acquisition of land to
develop rural settlemaents in the communities of San Mateo,
Orotina and Puriscal. This project is being financed with
funds from Public Law (PL) 480, Title I Programs in Costa

Rica. Its implementation is under the Instituto de Desarrollo
Agrario.

Becards. IDA records all investments of the project in tne
general accounts of IDA without separating project items
from those of itg gencral activities,

Agggnn&lng_ﬁystqm_gnﬂ_huﬂgg&. The Project’s budgetary system
is integrated with IDA’s accounting system and as such is
submitted for approval of the General Comptrollership of the
Republic and it is regulated by the Financial Administration
Law. The statement or investment is prepared from the budget
records on the basis of cash disbursements, consequently,
certain expensey arec recognized when paid rather when the
obligation is incurrcd, and functions under the general
requirements of Lhe Costa Rican Gevernment,

furrency. The accounting records of the Project are
waintained in Costa Rican colones (€), the legal currency of
the Country.

In accordance with the Law and certain Central Bank
regulations, for the sale of US$1 as of September 30, 1985
the following rates of exchange were in effect:

Official rate of exchange €¢20.00
Interbank rate of exchange 251.95

The official rate of cxchange 1s established by Congressional
Law and is applicable only to a few transactions., The
interbank rate or exchange is established ~7 the Central Bank



and operates ror cxporty, ilmports and other financial
transactions.

The foreign currency exchange is a prerogative of the
Central Bank and its authorized agents,. The conversion of
foreign currency to colones and viceversa inside the Costa
Rican territory should be made only by the banks appointed by
the Central Bank (state coumercial banks and some private
banks), The conversion and the exchange of foreign currency
by individuals and other entities is specifically illegal,

The holding and ownership of forcign currency 1is permitted as
long as it does not coue rom exportation activities, The
foreign currency holders may also make payments 1in such

currency or use it at tneir convenience outside the Costa
Rican territory,

All requests to obtain foreign currcncy to make payments
abroad should be approved by the Central Bank which
authorizes the amounts and the forelign rate applicable,

The Project rececives all the disbursements from MIDEPLAN in

Costa Rican colones and has not made any transaction in
foreign currency,

BUDGET AND INVESTMENT

The original budpget ror the execution of the Project was for
£50,000(thousands). The original budget, disbursements or
MIDEPLAN and the statement of investments as of September 30,
1986, is presented as follows:

Approved budget ¢ 50,000
Balance to be disbursed as of 0-30-85 16,769
Disbursements by MIDEPLAN as of 9-30-85 33,231
Disbursements as or 9~30-865 taken from

statement of investments 35,163
Unrceconcilied Overinvestment ¢ 1,932
LAND

The funds had been disbursed to purchase land which was the

intent of thc projcct. The detail of the farms acquired is
the following:

Finca Las Animas - La Carita ¢ 25,970
Thelma Retana -~ Arturo Valverde 92.193
Total £ 35,1603



LSt
.

SUBSEQUENT EVENTS

Land Acguisjitiopn. In Hovember 1985 the Arturo Retana’s farn

was acquired for ¢9,974% (thousands).

CLAIM

There exists an unsettled claim by the Project against Thelma
Retana Delgado and Arturo Valverde Sandf for £1,335
(thousands) because tie rinal weasurements of the farm, that
the Project had bought rrouw tonem, were lower than initially
estimated,
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Deloitte
Haskins+3ells

Lic. Eladio Villalta L. C.P.A. Avenida Central Calles 9-11

N Edificio Mendiola, 3° Piso
Lic. Fernando Herrero S. C.P.A. Apartado 3667
San José, Costa Rica
Teléfono 33-92-33
Telex 2620 DHS CR

DIRECT TRANSFER AID-INS EURQPEAN ECOixIMIC
COMMUNITY PROJECT

REPORT ON THE IHTERNAL CONTROL SYSTEM

AUDITOR"S OPINION

To the Hegional Inspector General for Audit
U.S. Agency for International Development
Tegucigalpa, Honduras

We have examined the statement of investments of the Direct
Transfer AID-IDA European Economic Community implemented by the
Instituto de Desarroilo Agrario (Institute for Agrarian
Development) for the period from February 21 to September 30,
1985, and have issued one report thereon dated October 13, 1986.
AL part of our examination, we have made a study and evaluation
of the Project’s system of internal accounting control as of
October 13, 1986, to the extend we considered necessary to
evaluate the system us required by generally accepted auditing
Standards and the standards for financial and compliance audits
contained in the U.S. Comptroller General’s "Standards for Audit
of Governmental Organizations, Programs, Activities, and
Functions" (1981 Revision).

For the purpose of this report, we have classified the
significant internal accounting controls evaluated in the
following categories: disbursements of cash, inputs of cash,
reconciliatiou. of informution with other regulating entities,
purchases distribution and titling of land, and review by the
Internal Audit department.

The purpose of our study and evaluation was to determine the
nature, timing, and extent of the auditing procedures necessary
for expressing an opinion on the Project’s statement of
investments, Our study and evaluation was moure limited than
would be necessary to express an opinion on the system of

11



internal accounting control taken as a whole or on any of the
catcgories of controls identified above.

The management of the Direct Transter AID-IDA-European Economic
Community Project is responsible for ¢stablishing and maintaining
a system of internal accounting control. In fulfilling this
responsibility, estimates and Judgments by management are
required to assess the expected benefits and related costs of the
control procedures. The objectives of a system are to provide
management with reasonable, but not absolute, assurance that
assets are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance
with management’s authorization and recorded properly to permit
the preparation of a statement of investments in accordance with
the accounting basis used.

Because of inherent limitations in any system of internal
accounting control, errors or irregularities may occur and not be
detected, Also, prcjection of any evaluation of the system to
future periods is Ssubject to the risk that procedures may become
inadequate because of changes in conditions, or that the degree
of compliance with procedures may deteriorate.

OQur study and evaluation made for the limited purpose described
in tne first paragraph would not necessarily disclose all
material wecaknesses 1in the system. Accordingly, we do not
express an opinion on the system of internal accounting control
of the Direct Transfer AID~IDA-European Economic Community
Project taken as a winole or on any of the categories of controls
identified in the second paragraph. llowever, our study and
evaluation disclosed the following conditions: they do not
reconcile the investments entered in the acccunting system with
those of the disbursements reported by the Ministerio de
Planificacién Nacional y Polftica Econdmica (MIDEPLAN), specific
accounts for the purchasing of land are not maintained; the
internal audit department does not examine, or review project
accounts and procedures; and no covenant exists to establish
clearly the objectives, financing, obligations and deadlines of
the project; conditions (detailed in the following section) in
the system of internal accounting control of Direct Transfer AID-
IDA-Eurcpean Economiec Community in effect as of October 13, 1986
which, in our opinion, result in more than a relatively low risk
that errors or irregularities in amounts that would be material
in relation to the statement of investments may occur and not be
detected within a timely period.

As set forth in the statement of work for the financial and
compliance audit of the project, our evaluation and study of
internal control included the control on the use of fair and
competitive commercial practices that assure the most effective
use of funds from PL 480 Title I, Programs in Costa Rica.

In our opinion, IDA has followed, according to the circumstances,

fair and competitive commercial practices that assure the most
effective use of the Public Law (PL) 480, Title I funds.
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This project is intended solely for the use of the management of
the project and the Agency for International Development. This
restriction is not intended to liwit the distribution of this
report which, upon acceptance by the AID Regional Inspector
General, is a mwatter of public record.

Plodle Yoo« pg

CERTIFIED PUBLIC ACCOUNTANTS

October 13, 1986
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DIRECT TRANSFER AID-IDA-~EUROPEAN ECONOHIC COMMUNITY PROJECT

REPORT ON INTERNAL CONTROL SYSTEM
FOR THE PERIOD FROM FEBRUARY 21 TO SEPTEMBER 30, 1985

TS
Condition:
As of September 30, 1985 the Project has made investments of
235,163 (thousands), however the available funds and the
money received by MIDEPLAN with (PL) 480 funds amountec
£33,231 (thousands), and it was not possible to obtain ar

explanation of this difference. This shows an overinvestment
of €1,932 (thousands).

Criteria:

The project’s investments should be made in accordance with
the availability of funds. Any other modification should be
documentated, clearly identified and reconcilied with the
accounting records and reports.

Cause:

To speed up the project, funds from other resources were
used.

Effect:

There has been a lack of control over handling and recording
of the invested resourses,

Recommendation:

It is important to reconcile the overinvestment so as to be
able to identify clearly the reasons for this difference and
the respective adjustments be carried out.

SPECIFIC ACCOUNTS FOR THE PRQJECT

Condition:

The acquisitions of land related to AID-IDA-EEC have not been
recorded in separate accounts,
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Criteria;

All the disbursementy wade for the project should be recorded
in separate accounts.

Cause:

It has not been considered necessary to establish separate
accounts for land.

Effect:

Without clear identification of these items there is
inadequate control over these investments.

Recommendation:

It is necessary to create auxiliary records which may peruit
the clear identification of Project investments and available
cash and to facilitate the independent control of these
assets.

We recommend crea.ion of auxiliary records through
reconstruction of the balances components and institution of
procedures to continually update them.

INTERNAL AUDIT REVIEW

Condition:

The Institution’s internal audit does not perform specific
tests on the project records and procedures, which would
guarantee its adequate operation and control in relation with
the procedures established in the Institution and the
specific standards sct by the agreements.

Criteria:

The Internal Audit Department should include procedures for
all the fundamental aspects of IDA, including tests of the
proper ugel ¢f the external funds involving the Project.

Cause:

The Internal Audit Department does not include in its annual
plan the review of this project.

15



Effect

Until this date, there has not been a regulating entity which
verified the adequacy of the recording procedures, of the use
of funds, or the compliance with the contractual clauses and
other types of laws.

Recomwmendation:

In order to waintain a constant control over the aspects
indicated in the previous paragraphs, the Internal Audit
Department should include within its annual programs
Selective tests on all the projects wunder IDA‘s
responsability,

Condition:

The counterpart project AID-IDA-LELEC was originated under the
terms "transfers", therefore it did not require an agrecment
limiting its objectives, finance, duties, terms, and other

relevant aspects so that the ¢xecution of the programs could
be regulated by defined policies.

Criteria;

With the objective of obtaining an adequate performance,

every project should have an agreement regulating its
different aspects.

Cause:

The transfer projects does not need an agreement.

Effect:

There 1is no clear definition of project objectives,
deadlines, and the duties or the donor and grantee.

Recommendation:

Prepare Jritten agreements for every project financed with
Public Law (PL) 480.

We should clarify that corrective actions in this regard have
been taken. The 1986 (PL) 480 Title I Sales Agreement
requires that agreements be signed for each activity,

16
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DIRECT TRANSFER AID-IDA-EUROPEAN ECONOMIC
COMMUNITH PHOJECT

REPORT ON COMPLIANCE WITH LAUS, REGULATLONS AND AGREEMENTS

AUDITOR"S QPINION

To the Regional Inspector General for Audit
U.S. Agency for International Development
Tegucigalpa, Honduras, Central Ainverica

Ve have exumined the statemcnt of investments for the period from
February 21 to Scptember 30, 1985, related to the Direct
Transfer AID-1DA-European Econonic Community Project, implemented
by Instituto de Desarrolilo fgrario (Institute for Agrarian
Development) and financied by the Public Law (PL) 480, Title I
Programs in Costa Rica funds, Except that the project has not
reconcilied the overinvestment showed in tihe statement of
investwents against the total funds approved and disbursed by
MIDEPLAN, our ¢txamination was mwade in accordance with the
gencrally accepted auditing standards and the U.S., Comptrollep
General’s "Standards for Audit of Governmental Organizations,
Programs, Activities, and Functionsg® (1981 Revision), whicen
includes additional standards und requirements ror the review of
the compliance with laws, regulations and agreemcents,

The laws, regulationg and agrecuents that could have an effect on
the statement of investmcnl;s, which were subject to our
¢xawination included the rollowing:

1. Financial Administration Law.,
2. rideicomnissumm Contract wilh Banco Hacional de Costa fica,

Duc¢ to the inherent liwitations or every internal control systen,

there may exist errors, fraud, abuses of illegal acts which may
not be detccted,
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In connection with our examwination, in our opinion the Direct
Transfer AID~IDA-European kconomic Community Project has complied
with tested items of laws, regulations and agreement terms that
could affect the statement of investments. For items not tested,
nothing came to our attention that caused us to believe that
untested items are not in compliance with applicable laws,
regulations, and agreemeunts,

CERTIFILED PUBLIC ACCOUNTALTS

October 13, 1986
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APPENDIX 1

REPORT DISTRIBUTION

No. of Copies

Director, USAID/Costa Rica
AA/LAC
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