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December 1 9 ,  1980 

To t h e  Board o f  D i r e c t o r s  and  S t o c k h o l d e r s  o f  
L a t i n  American A g r i b u s i n e s s  Development 

C o r p o r a t i o r ,  S .A.  

We a r e  p l e a s e d  t o  summarize be low our  comments w i t h  r e s p e c t  
t o  v a r i o u s  a s p e c t s  o f  o u r  e x a m i n a t i o n  o f  t h e  c o n s o l i d a t e d  
f i n a n c i a l  s t a t e m e n t s  o f  L a t i n  American A g r i b u s i n e s s  Development 
C o r p o r a t i o n ,  S . A .  (LAAD) and i t s  s u b s i d i a r i e s ,  L A A D  d e  C e n t r o -  
amer i c a  , S.A. (LAAD-CA) , LAAD M a r k e i i n g  Company, I n c .  (LAAD-M) 
and L A A D  C a r i b e :  S .A.  (LAAD-Caribe) f o r  t h e  y e a r  ended  Oc tobe r  
3 1 ,  1980.  The comments a r e  f u r n i s h e d  i n  a c c o r d a n r e  w i t h  t h e  
r e q u i r e m e n t s  o f  your  l o a n  a g r e e m e n t  number 5 3 8 - T - 0 ~ 5  w i t h  t h e  
Un i t ed  S t a t e s  o f  Amer ica ,  a c t i n g  t h r o u g h  t h e  Agency f o r  I n t e r -  
n a t i o n a l  Development (A. I D . ) ,  and a s  s p e c i f i c : a l l y  s t i p u l a t e d  i n  
A r t i c l e  IV, S e c t i o n s  4 . 1 0  and  4 . 1 1  o f  t h e  l o a n  ag reemen t  and 
S e c t i o n  IV.F .2 .  and At t achmen t  C o f  I m p l e m e n t a t i o n  L e t t e r  No. 1 
t o  t h e  l o a n  agreemeut  . 

I s  a  r e s u l t  of  our  e x a m i n a t i o n  r e f e r r e d  t o  a b o v e ,  we have  
r e p o r t e d  unde r  d a t e  o f  December 1 9 ,  1980  t h a t ,  i n  o u r  o p i n i o n ,  
t h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  p r e s e n t  f a i r l y  t h e  
f i n a n c i a l  p o s i t i o n  o f  L A A D  and i t s  s u b s i d i a r i e s  a t  O c t o b e r  3 1 ,  
1980 ,  t h e  r e s u l t s  o f  t h e i r  o p e r a t i o n s  and t h e  c h a n g e s  i n  t h e i r  
f i n a n c i a l  p o s i t i o n  f o r  t h e  y e a r  t h e n  e n d e d ,  i n  c o n f o r m i t y  w i t h  
g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s  a p p l i e d  on a  b a s i s  
c o n s i s t e n t  w i t h  t h a t  o f  t h e  p r e c e d i n g  y e a r .  

The o b j e c t i v e  of  ou r  e x a m i n a t i o n  of  t h e  f o r e g o i n e ,  f i n a n c i a l  
s t a t e m e n t s  was t o  e x p r z s s  a n  op,.nion on t h e  f a i r n e s s  o f  t h e  
c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s .  In e x p r e s s i n g  o u r  o p i n i o n  we 
a r e  r e s p o n s i b l e  f o r  making a n  e x a m i n a t i o n  i n  a c c o r d a n c e  w i t h  
a u d i t i n g  s t a n d a r d s  g e n e r a l l y  a c c e p t e d  i n  t h e  U n i t e d  S t a t e s  o f  
America which i n c l u d e s  s u c h  teslls o f  t h e  a c c o u n t i n g  r e c o r d s  and  
o t h e r  s u p p o r t i n g  e v i d e n c e  and such  o b s e r v a t i o n  and r e v i e w  of  t h e  
s y s t e m  o f  i n t e r n a l  a c c o u n t i n g  c o n t r o l  (3s we c o n s i d e r  n e c e s s a r y .  
The r e s p o n s i b i l i t i e s  and f u n c t  ior!s o f  t h e  i n d e p e n d e n t  a c c o u n t a n t  
i n  a normal  e x a m i n a t i o n  o f  f i n a n c i a l  s t a t e m e n t s  a r e  e x p l a i n e d  and  
h i s  o b j e c t i v e s  a r e  d e s c r i b e d  i n  S e c t i o n  110 o f  S t a t e m e n t  on 
A u d i t i n g  S t a n d a r d s  No. 1 6  i s s u e d  by t h e  A u d i t i n g  S t a n d a r d s  
E x e c u t i v e  Committee o f  t h e  American I n s t i t u t e  of  C e r t i f i e d  P u b l i c  
A c c o u n t a n t s .  



REVIEW OF INTERNAL CONTROLS 

A s  p a r t  of  ou r  e x a m i n a t i o n  r e f e r r e d  t o  a b o v e ,  we r ev i ewed  and 
t e s t e d  t h e  Companies '  s y s t e m s  o f  i n t e r n a l  a c c o u n t i n g  c o n t r o l s  t o  
t h e  e x t e n t  we c o n s i d e r e d  n e c e s s a r y  t o  e v a l u a t e  t h e  s y s t e m s  a s  
r e q u i r e d  by g e n e r a l l y  a c c e p t e d  a u d i t i n g  s t a n d a r d s .  Under t h e s e  
s t a n d a r d s  t h e  p u r p o s e  o f  e v a l u a t i n g  such  s y s t e m s  i s  t o  e s t a b l i s h  
a  b a s i s  f o r  r e l i a n c e  t h e r e o n  i n  d e t e r m i n i n g  t h e  n a t u r e ,  t i m i n g  
and e x t e n t  o f  o t h e r  a u d i t i n g  p r o c e d u r e s  t h a t  a r e  n e c e s s a r y  f o r  
e x p r e s s i n g  a n  o p i n i o n  on t h e  f i n a n c i a l  s t a t e m e n t s .  

The o b j e c t i v e  o f  i n t e r n a l  a c c o u n t i n g  c o n t r o l s  i s  t o  p r o v i d e  
r e a s o n a b l e ,  b u t  n o t  a b s o l u t e ,  a s s u r a n c e  a s  t o  t h e  s a f e g u a r d i n g  of  
a s s e t s  a g a i n s t  l o s s  from u n a u t h o r i z e d  u s e  o r  d i s p o s i t i o n ,  and t h e  
r e l i a b i l i t y  o f  f i n a n c i a l  r e c o r d s  f o r  p r e p a r i n g  f i n a n c i a l  s t a t e -  
men t s  and m a i n t a i n i n g  a c c o u n t a b i l i t y  f o r  a s s e t s .  The c o n c e p t  of 
r e a s o n a b l e  a s s u r a n c e  r e c o g n i z e s  t h a t  t h e  c o s t  o f  a  s y s t e m  o f  
i n t e r n a l  c o n t r o l  s h o u l d  no t  exceed  t h e  b e n e f i t s  d e r i v e d  and a l s o  
r e c o g n i z e s  t h a t  t h e  e v a l u a t i o n  o f  t h e s e  f a c t o r s  n e c e s s a r i l y  
r e q u i r e s  e s t i m a t e s  and judgments  by management.  

The re  a r e  i n h e r e n t  l i m i t a t i o n s  t h a t  s h o u l d  b e  r e c o g n i z e d  i n  
c o n s i d e r i n g  t h e  p o t e n t i a l  e f f e c t i v e n e s s  o f  any s y s t e m  o f  i n t e r n a l  
c o n t r o l .  In t h e  p e r f o r m a n c e  o f  most  c o n t r o l  p r o c e d u r e s ,  e r r o r s  
c a n  r e s u l t  from m i s u n d e r s t a n d i n g  o f  i n s t r u c t i o n s ,  m i s t a k e s  o f  
j u d g m e n t ,  c a r e l e s s n e s s  o r  o t h e r  p e r s c n a l  f a c t o r s .  C o n t r o l  
p r o c e d u r e s  whose e f f e c t i v e n e s s  d e p e n d s  upon s e g r e g a t i o n  o f  d u t i e s  
c a n  b e  c i r c u m v e n t e d  by c o l l u s i o n .  S i m i l a r l y ,  c o n t r o l  p r o c e d u r e s  
c a n  b e  c i r c u m v e n t e d  i n t e n t  i o n a l l y  by  management w i t h  r e s p e c t  
e i t h e r  t o  t h e  e x e c u t i o n  and r e c o r d i n g  o f  t r a n s a c t i o n s  o r  w i t h  
r e s p e c t  t o  t h e  e s t i m a t e s  and judgments  r e q u i r e d  jn  t h e  p r e p a r a -  
t i o n  of  f i n a n c i a l  s t a t e m e n t s .  ~ u r t h e r ,  p r o j e c t i o n  o f  any e v a l u a -  
t i o n  of  i n t e r n a l  c o n t r o l  t o  f u t u r e  p e r i o d s  i s  s u b j e c t  t o  t h e  r i sk  
t h a t  t h e  p r o c e d u r e s  may become i n a d e q u a t e  b e c a u s e  o f  c h a n g e s  i n  
c o n d i t i o n s ,  and t h a t  t h e  d e g r e e  o f  c o m p l i a n c e  w i t h  t h e  p r o c e d u r e s  
may d e t e r i o r a t e .  

Our r e v i e w  and e v a l u a t i o n  o f  t h e  Companies '  s y s t e m s  o f  
i n t e r n a l  a c c o u n t i n g  c o n t r o l s  f o r  t h e  y e a r  ended  O c t o b e r  3 1 ,  1980 ,  
which was made f o r  t h e  p u r p c s e  s e t  f o r t h  i n  t h e  t h i r d  p r e c e d i n g  
p a r a g r a p h  a b o v e ,  was n o t  d e s i g n e d  f o r  t h e  p u r p o s e  o f  e x p r e s s i n g  
a n  o p i n i o n  on i n t e r n a l  c o n t r o l s  and i t  would n o t  n e c e s s a r i l y  d i s -  
c l o s e  a l l  w e a k n e s s e s  i n  t h e  s y s t e m s .  However, s u c h  s t u d y  and 
e v a l u a t i o n  d i s c l o s e d  no  c o n d i t i o n s  t h a t  we b e l i e v e  t o  b e  m a t e r i a l  
w e a k n e s s e s .  

CERTAIN AUDIT PROCEDURES APPLIED 

Having s a t i s f i e d  o u r s e l v e s  a s  t o  t h e  g e n e r a l  e f f e c t i v e n e s s  of  
t h e  Companies '  o r g a n i z a t i o n  and p r o c e d u r e s  i n  p r o v i d i n g  a p p r o -  
p r  i a t e  i n t e r n a l  a c c o u n t i n g  c o n t r o l s ,  we r e l i e d  t h e r e o n  f o r  sub-  
s t a n t i a t i o n  o f  t h e  a c c u r a c y  o f  t h e  m a j o r i t y  o f  t h e  t r a n s a c t i o n s ,  
a l t h o u g h ,  i n  t h e  c o u r s e  o f  t h e  e x a m i n a t i o n ,  a  r e p r e s e n t a t i v e  
number o f  t r a n s a c t  i o n s  came under  o u r  s c r u t i n y  . 



No r e s t r i c t i o n s  were imposed on t h e  method o r  e x t e n t  of our 
examinat ion and we were g iven  a c c e s s  t o  a l l  r e c o r d s ,  documents 
and o t h e r  suppor t i ng  d a t a  and were f u r n i s h e d  with a l l  i n fo rma t ion  
and e x p l a n a t i o n s  which we r e q u i r e d .  F u l l  c o o p e r a t i o n  was 
r ece ived  from t h e  o f f i c e r s  and employees of t h e  Companies. 

I t  i s  not f e a s i b l e  t o  d e s c r i b e ,  i n  a  b r i e f  r e p o r t ,  a l l  of t he  
p rocedures  under taken i n  our examinat ion of t h e  c o n s o l i d a t e d  
f i n a n c i a l  s t a t e m e n t s  of  LAAD and i t s  s u b s i d i a r i e s ;  however, 
c e r t a i n  t e s t s  a p p l i e d  d u r i n g  our  examina t ion ,  t h e  r e s u l t s  of  
which we found t o  be s a t i s f a c t o r y ,  a r e  summarized below: 

1. We read t h e  minutes  of t h e  S t o c k h o l d e r s '  and Boards 
of  D i r e c t o r s '  mee t ings  of LAAD, LAAD-CA, LAAD-M and 
LAAD Car ibe  and of t h e  Loan and Investment Committee 
of LAAD, LAAD-CA and L A A D  Car ibe  a s  s e t  f o r t h  in  t he  
minute  books of  t h e  Companies through December 19 ,  
1980; o f f i c i a l s  of t he  Companies having advised us 
t h a t  t h e  minutes  of a11 such mee t ings  through t h a t  
d a t e  were s e t  f o r t h  t h e r e i n .  

2. We read  t h e  p r o v i s i o n s  of a l l  major c o n t r a c t s  and 
agreements ( i n c l u d i n g  t h e  A.I.D. Loan Agreement) 
fu rn i shed  t o  u s  by o f f i c i a l s  of t h e  Companies. 

3 .  R e c o n c i l i a t i o n s  of a l l  bank accounts  a s  shown by the  
books a s  a t  October 31,  1980 were revi<!wed and 
ba l ances  i n  t h e s e  accounts  a t  October 31, 1980 were 
compared wi th  t h o s e  confirmed d i r e c t l y  t o  u s  by t h e  
d e p o s i t a r i e s .  T ransac t ions  i n  t h e  cash accounts  
were t e s t e d .  

4. Ce r t a in  f o r e i g n  loans  r e c e i v a b l e  and o t h e r  r e c e i v -  
a b l e s ,  s e l e c t e d  by u s  by means cons idered  appro-  
p r  i a t e  i n  t h e  c i r c u m s t a n c e s ,  were  c o n f i r m e d  by 
d i r e c t  c o r r e s p o n d e n c e  w i t h  t h e  d e b t o r s .  We 
s a t i s f i e d  o u r s e l v e s  a s  t o  t h e  a d e q u a c y  o f  t h e  
r e l a t e d  a l lowance  f o r  p o s s i b l e  l o s s e s  by reviewirig 
s u b s e q u e n t  c o l l e c t i o n s ,  by r e v i e w i n g  f i n a n c i a l  
s t a t e m e n t s  and  c o l l a t e r a l  o f  s e l e c t e d  d e b t o r s  
through d i s c u s s i o n s  with o f f i c i a l s  of t h e  companies. 

5. The term deb t  t o  t h e  A.I.D. and l o a n s  payable  t o  
banks a s  a t  October 31 ,  1980 were confirmed d i r e c t l y  
with A .  I.D. and t h e  banks.  

6.  We i n q u i r e d  i n t o  t h e  e x i s t e n c e  o f  c o n t i n g e n t  
l i a b i l i t i e s ,  s u c h  a s  e n d o r s e m e n t s ,  g u a r a n t e e s ,  
pending l a w s u i t s  and o the r  c l a ims  which might become 
a c t u a l  l i a b i l i t i e s .  We s a t i s f i e d  o u r s e l v e s  t h a t  a l l  
l i a b i l i t i e s  of any consequence d i s c l o s e d  a s  a r e s u l t  
of  our  examinat ion were disc l -osed i n  t h e  f i n a n c i a l  
s t a t e m e n t s  a t  October 31,  1980. 



7. We p e r f o r m e d  a u d i t  t e s t s  o f  o t h e r  t r a n s a c t i o n s  
r e f l e c t e d  i n  t h e  . f i n a n c i a l  s t a t e m e n t s  a s  a t  
O c t o b e r  3 1 ,  1980.  

COMPLIANCE AND/OR NONCOMPLIANCE WITH LOAN 
AGREEMENT A N D  IMPLEMENTATION LETTER N''. 1 

During  o u r  examina t  i o n  o f  t h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e -  
m e n t s  o f  LAAD and  i t s  s u b s i d i a r i e s ,  we r e v i e w e d  t h e  p r o v i s i o n s  o f  
t h e  A.I.D. Loan Agreemmt  and  I m p l e m e n t a t i o n  L e t t e r  No. 1. We 
a d v i s e  you t h a t  i n  t h e  c o u r s e  o f  o u r  e x a m i n a t i o n  we o b t a i n e d  no 
knowledge o f  any d e f a u l t  by  t h e  Companies i n  t h e  pe r fo rmance  o f  
a n y  o f  t h e  c o v e n a n t s  and w a r r a n t i e s  o f  A r t i c l e s  IV and V o f  t h e  
Loan Agreement and A r t i c i e ;  IV a n d  V o f  I m p l e m e n t a t i o n  l e t t e r  No. 
1. A d d i t i o n a l  comments oc c o m p l i a n c e  a r e  a s  f o l l o w s :  

1. A u d i t e d  f i n a n c i a l  s t a t e m e n t s  on s u b - b o r r o w e r s  i n  t h e  
R e p u b l i c  o f  H a i t i  c o n t i n u e d  t o  b e  a  d i f f i c u l t  com- 
p l a i n c e  r e q u i r e m e n t  d u r i n g  t h e  c o u r s e  o f  o u r  
e x a m i n a t i o n  f o r  t h e  y e a r  ended  O c t o b e r  3 1 ,  1980,  
b e c s u s e  o f  t h e  l i m i t e d  n a t u r e  o f  t h e  p u b l i c  
a c c o u n t i n g  p r o f e s s i o n  i n  t h i s  c o u n t r y .  

We c o u l d  n o t  d e t e r m i n e  whether  t h e  compan ie s  h a v e  
c o m p l i e d  w i t h  t h e  f o l l o w i n g  s e c t  i o n s  a r d  s u b s e c t  i o n s  
o f  t h e  g e n e r a l  c o v e n a n t s  and w a r r a n t i e s  o f  Art ic les  
IV and  V inasmuch a s  t h e s e  g e n e r a l  c o v e n a n t s  and 
w a r r a n t i e s  a r e  n o t  r e a d i l y  m e a s u r a b l e  i n  t e r m s  o f  
o u r  e x p e r t i s e  o r  t h e  n a t u r e  o f  s a i d  c o v e n a n t  and 
w a r r a n t i e s  i s  s u c h ,  t h a t  o n l y  t h e  p a r t i e s  i n v o l v e d  
g o u l d  b e  i n  a  p o s i t i o n  t o  d e t e r m i n e  c o m p l i a n c e :  

A r t i c l e  IV - S e c t i o n s  4 .01 ( e x c e p t  f o r  t h e  
l a s t  3 items o f  s u b s e c t i o n  ( a )  
r e l a t i n g  t o  f i n a n c i a l ,  
a c c o u n t i n g  and a d m i n i s t r a t i v e  
p r a c t i c e s )  4 .03 ,  4 . 0 4 ,  4 . 0 7 ,  
4 . 1 1  a d  4 .12 .  

A r t i c l e  V - S e c t i o n  5 , 0 3 ( a ) 1 4 .  

NATURE OF PROCEDURES AND PRACTICES FOR 
DETERMINING THAT A.I.D. LOAN PROCEEDS 
ARE USED FOR AUTHORIZED PURPOSES 

In  o r d e r  t o  comply w i t h  A.I.D. a u d i t  r e q u i r e m e n t  number 11.  
2.g. ,  a d d i t i o n a l  work was pe r fo rmed  by u s .  Our e x a m i n a t i o n ,  a s  
summar ized  b r i e f l y  i n  t h e  p r e c e d i n g  p a r a g r a p h s ,  was made p r i m a r -  
i l y  f o r  t h e  p u r p o s e  o f  f o r m i n g  an  o p i n i o n  on t h e  c o n s o l i d a t e d  
f i n a n c i a l  s t a t e m e n t s  o f  L A A D  and  i t s  s u b s i d i a r i e s  t a k e n  a s  a  
who le .  The a d d i t i o n a l  work is per formed s p e c i f i c a l l y  t o  comply 
w i t h  t h i s  A . I . D .  a u d i t  r e q u i r e m e n t  and i s  s u p p l e m e n t a l  t o  o u r  
p r i m a r y  e x a m i n a t  i o n  p e r f o r m e d  i n  a c c o r d a n c e  w i t h  g e n e r a l l y  



a c c e p t e d  a u d i t i n g  s t a n d a r d s .  Such work i n c l u d e s  t h e  e x a m i n a t  i o n ,  
o n  a  t e s t  b a s i s ,  o f  s u b - b o r r o w e r s '  a c c o u n t i n g  r e c o r d s  a n d  o f  
d o c u m e n t s  s u p p o r t i n g  t h e  end  u s e s  02 A.I .D. f u n d s  and  p h y s i c a l  
i n s p e c t i o n  o f  c e r t a i n  f i x e d  a s s e t s  a c q u i r e d  w i t h  s a i d  f u n d s .  We 
h a v e  f o u n d  n o  u n u s u a l  t r a n s a c t i o n s  o r  d e v i a t i o n s  f r o m  t h e  
p r o v i s i o n s  i n  t h e  l o a n  a g r e e m e n t .  

LAAD d e t e r m i n e s  t h a t  s u b l o a n s  f i n a n c e d  f rom A .  I  . D .  f u n d s  a r e  
u s e d  f o r  t h e  p u r p o s e  a u t h o r i z e d  t h r o u g h  d i r e c t  c o n t a c t  w i t h  
s u b b o r r o w e r s  and  t h r o u g h  e x a m i n a t i o n  o f  s u b - b o r r o w e r s '  a c c o u n t i n g  
r e c o r d s  a n d  p h y s i c a l  i n s p e c t i o n  o f  c a p i t a l  e x p e n d i t u r e s  made by  
s a i d  s u b - b o r r o w e r s .  

I f  t h e r e  a r e  a n y  f u r t h e r  p o i n t s  r e g a r d i n g  t h e  s c o p e  o f  o u r  
e x a m i n a t i o n  o r  r e l a t i n g  t o  t h e  a c c o u n t s  o f  t h e  C o m p a n i e s ,  on  
which  you w i s h  a d d i t i o n a l  i n f o r m a t i o n ,  we s h a l l  b e  p l e a s e d  t o  
d i s c u s s  them w i t h  you a t  y o u r  c o n v e n i e n c e .  

Yours v e r y  t r u l y ,  
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