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REPORT OF THE AUDIT REVIEW COMMITTEE (ARC)

ESTABLISHMENT OF THE COMMITTEE:

The Audit Review Committee (ARC) was established in September 1993 by Resolution 231 of
the Inter-American Board of Agriculture (IABA).

MANDATE
Pursuant to the Statute of the Audit Review Committee, the only reporting requirement of the
Committee is to report to both the Executive Committee and the Inter-American Board of

Agriculture anything that, in the judgment of the Audit Review Committee, may constitute a
violation of the rules and procedures governing the operations of the General Directorate.

MEMBERS OF THE COMMITTEE

The present members of the Committee are:

1. Mr. Raymond G. Poland — Regional Inspector General, Office of the Inspector General,
United States Department of Agriculture (USDA). — United States of America.

2. Mr. Luis Carlos Gutierrez Jaime - General Director, Directorate of Financial Efficiency
and Accountability, Secretariat of Agriculture, Livestock, Rural Development, Fisheries
and Food of Mexico (SAGARPA). — Mexico.

3. Mrs. Sharman Ottley - Assistant Auditor General, Auditor General’s Department —
Trinidad and Tobago.

ACTIVITIES OF THE AUDIT REVIEW COMMITTEE

The Committee met at [ICA Headquarters, in Coronado, Costa Rica, on May 19-20, 2004, with
the purpose of conducting the annual review of the Financial Statements for the fiscal year that
ended in December 2003.
Discussions were held with the following management personnel of IICA:

Ms. Karen Kleinheinz - Head, Finance Division

Mr. Harry Scott - Head, Control and Analysis Unit

Ms. Susana Dancourt - Deputy Internal Auditor



Mr. Jose Miguel Perez - Directorate of Performance Management and

Evaluation
Ms. Lynda Landry - Director, Human Resources
Mr. Yanko Goic Cortes - Head, Budget and Control Division

The Committee also attended a presentation on the system used by IICA in its Offices in the
countries to evaluate performance management.

The Committee also reviewed the draft Report of the External Auditors, Deloitte & Touche, and
the draft management letter, and held discussions with the Audit Partner, Mr. Francisco Blanco,
and the Manager, Audit Services, Mr. Juan Carlos Espinoza.

Based on these discussions, the Committee found that the work performed by the External
Auditors complies with international auditing standards and IICA’s rules.

REPORT TO THE EXECUTIVE COMMITTEE OF IICA

We are not aware of any violation of the rules that govern the operations of the General
Directorate; nevertheless, we bring the following matters to the attention of the Executive
Committee so that appropriate action may be taken:

1. QUOTA ARREARAGES

Once again the External Auditor and the members of the Audit Review Committee (ARC)
highlight IICA’s lack of economic viability, due to the increase in the amount of quotas owed by
the Member States. These quotas totaled US$13,540,545 at December 31, 2002, and by
December 31, 2003 increased to US$17,473,795. This increase came in spite of the resolutions
approved at the Twelfth Regular Meeting of the Inter-American Board of Agriculture, held in
Panama City, Panama, on November 13, 2003. Specifically, Resolution 392 presents several
payment alternatives for debtor countries to bring their quota arrearages with IICA up to date.
Because of the serious impact of these arrearages on IICA’s financial position, the ARC
recommended that the 2004 audited financial statements reflect the status of delinquent countries’
efforts to bring their quotas current.

2. BANK CREDIT LINE

In December 2003, to cover current expenses, [ICA obtained a bank credit line for US$4
million with the Bank of America N.A., which becomes due on November 30, 2004 and for
which an interest rate equal to the Prime Rate is charged. This credit line is guaranteed with a
promissory note. As at December 31, 2003, IICA had drawn US$1.5 million on this credit line.
This highlights the increasing deterioration in the Institute’s finances which would hinder the
Institute from fulfilling its objectives.



3. INCOME AND EXPENDITURES ASSOCIATED WITH THE INSTITUTIONAL
NET RATE (INR)

In view of expenditures greater than income generated in 2003, and the use of funds on
hand in the INR Fund in the amount of US$341,708, and in order to improve the transparency of
expenses associated with the Institutional Net Rate, we suggest to IICA management that
expenditure under certain line items be more detailed, principally under the budget item
“contracts, works, grants and allowances.”

4. INTERNAL AUDIT

We recommend that the internal audit place greater emphasis on the review of internal
controls in the Offices in the countries, according to their level of importance and by activities.
The internal audit should also adhere more strictly to the Financial Rules of IICA, as set out in
CHAPTER V, SECTION A. INTERNAL AUDIT.
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