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PARAÍBA STATE GOVERNMENT 
STATE SECRETARIAT FOR FAMILY AGRICULTURE  

AND SEMI-ARID DEVELOPMENT  SEAFDS 
PROJECT MANAGEMENT UNIT  PMU/PROCASE 

 
 

EXECUTIVE SUMMARY 
 
 
1. AUDIT RESULTS 

 
1.1. Single report (qualified) on the Project Accounts: 

 
(a) Examination of the Project Financial Statements: 

 
We issued a qualified opinion on the Project financial statements and 
supplementary financial information. 
 

(b) Examination of Eligibility of Expenses Presented for Disbursement 
 
We issued an unqualified opinion, which considers that the expenses included 
in the Statement of Expenses (SOE) and presented in the financial statements 
of the Program are eligible. 
 

(c) Examination of Transactions of Designated and Operating Accounts 
 
We issued an unqualified opinion which considers that the Designated and 
Operating Accounts adequately reflect the flow of financial resources that 
occurred in the period and that the Designated and Operating Accounts were 
used only for the payment of the Project eligible expenses. 
 

 
1.2. Report on Compliance with Loan Agreement Clauses: 

 
We issued a qualified opinion, which considers that the State Secretariat for Family 
Agriculture and Semi-Arid Development  SEAFDS and the State Secretariat for 
Agricultural and Fisheries Development  SEDAP, through the Project 
Management Unit  PMU/PROCASE, complied, with exceptions, with the clauses 
of the IFAD Loan Agreement N o  I 798-BR. 
 
 

1.3. Report on Selection, Procurement and Contracting Procedures: 
 
We issued an unqualified opinion, which considers that the purchases and 
contracts, carried out by the Project Management Unit  PMU/PROCASE, were 
made in accordance with the IFAD Guidelines and with the IFAD Loan Agreement 
N o  I 798-BR, being considered satisfactory. 
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PARAÍBA STATE GOVERNMENT 
STATE SECRETARIAT FOR FAMILY AGRICULTURE  

AND SEMI-ARID DEVELOPMENT  SEAFDS 
PROJECT MANAGEMENT UNIT  PMU/PROCASE 

 
 

 
1.4. Report on the Application of Agreed-Upon Procedures: 

 
We have issued a Report on the Application of Agreed-Upon Procedures, with no 
identification of exceptions, containing our factual findings on previously agreed-
upon procedures, in accordance with the procedures presented in the "Term of 
Reference (TR) for Contracting Consultancy (Legal Entity) to Perform Independent 
Financial Audits and Factual Conclusions for PROCASE" for the Project Audit. 

 
 
2. EVALUATION OF INTERNAL CONTROLS 

 
We evaluated the internal controls of the Project Management Unit  PMU/PROCASE, 
State Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS, and 
considered them to be moderately unsatisfactory for the management and monitoring of 
the Sustainable Development Project of Cariri, Seridó and Curimataú  PROCASE. 
 

 
 
Recife  PE, november 20, 2020. 
 
 
 
Sá Leitão Auditores S/S 
CRC-PE 000.369/O-8 
Jefferson Batista de Oliveira 
Accountant CRC-PE 016.627/O-8 
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PART II  PROJECT AUDIT 
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INDEPENDENT AUDITORS' REPORT 
ON THE PROJECT ACCOUNTS 
 
 
To 
Paraíba State Government 
State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS 
Project Management Unit  PMU/PROCASE 
João Pessoa  PB 
 
 
Qualified Opinion 
 
We have examined the financial statements of PROCASE, partially financed by the Loan 
Agreement IFAD No I 798-BR, signed with the International Fund for Agricultural 
Development  IFAD, tatement of Origins and Investment of Resources 
in the Project   Interim 
Financial Report  By Component: POA x Financial Execution" and 
"Investment Matrix  By Category: POA x Financial Execution", prepared in Reals (R$) and 
U.S. dollars (US$), accompanied by the respective explanatory notes and supplementary 
financial information, referring to the period from January 1, 2019 to December 31, 2019, and 
we also examine the Statements of Expenses (SOEs) and the transactions of the Designated 
and Operating Accounts corresponding to that period. The financial statements were 
prepared by the State Secretariat for Family Agriculture and Semi-Arid Development  
SEAFDS and the State Secretariat for Agricultural and Fisheries Development  SEDAP, 
through the Project Management Unit  PMU/PROCASE, based on the "Term of Reference 
(TR) for Contracting Consulting (Legal Entity) to Conduct an Independent Financial Audit and 
Factual Conclusions of PROCASE" and other requirements stipulated in the Loan Agreement 
IFAD N o  I 798-BR. 
 
 
In our opinion: 
 
1. Except for the aspect mentioned in the following section, entitled "Basis for qualified 

opinion", the financial statements of the Sustainable Development Project of Cariri, 
Seridó and Curimataú  PROCASE and the respective explanatory notes, present fairly, 
in all material respects, the receipts and payments made during the period from January 
1, 2019 to December 31, 2019, according to the cash basis, and the expenditures were 
applied for the purposes foreseen in IFAD Loan Agreement No I-798-BR, from October 
17, 2012. 
 

2. The expenses made by the State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS and the State Secretariat for Agricultural and Fisheries 
Development  SEDAP, through the Project Management Unit  PMU/PROCASE, 
during the period from January 1, 2019 to December 31, 2019, presented in the 
Statements of Expenditure (SOE) nos 14 to 19, are eligible, considering the material 
nature of the expenses, complying with the definitions in IFAD Loan Agreement No I-798-
BR, from October 17, 2012. 
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INDEPENDENT AUDITORS' REPORT 
ON THE PROJECT ACCOUNTS 
 

 
3. The designated Accounts nos 08.761.124 and 07.531.295, maintained in Banco do Brasil 

S.A., and the Operating Accounts nos 41.020-9 (Current and Investment Account), 
12.386-2 (Current and Investment Account), all maintained in Agency no 1618-7 of 
Banco do Brasil S.A., adequately reflect, in all material respects, the flow of resources 
occurring during the period from January 1, 2019 to December 31, 2019, and that they 
were used, State Secretariat for Family Agriculture and Semi-Arid Development  
SEAFDS and the State Secretariat for Agricultural and Fisheries Development  SEDAP, 
through the Project Management Unit  PMU/PROCASE, exclusively for payments of 
eligible expenses under the scope of Sustainable Development Project of Cariri, Seridó 
and Curimataú  PROCASE, as stipulated in IFAD Loan Agreement No I-798-BR, from 
October 17, 2012. 

 
 
Basis for qualified opinion 
 
1. As described in Items 3.1. and 3.2. of the Management Letter. (Pages nº 87 e 89), 

PMU/PROCASE did not present us with the supporting documentation of the amount R$ 
216,818.97, (USD 55,128.20) corresponding to economic counterpart expenses carried 
out by Paraíba State Government in the construction of 04 (four) Dams, as well as did 
not present to us the composition (by Dam and year of execution) of said amount 
declared as expenses made in 2019 and the accrued amount of this counterpart on 
December 31, 2019, corresponding to the amount of R$ 9,131,974.46 (USD 
2,648,760.73). Additionally, as described in Item 3.10. of the Management Letter (Page 
nº 101), PMU/PROCASE did not obtain and, consequently, did not present to us 
explanations about our observations made during our field visit to the Dam Coronel 
Jueca, located in the municipality of Desterro/PB, part of the quantity of 04 (four) dams 
mentioned above. Depending on the non-presentation of these documents and 
information, we are unable to make sure about the accuracy and eligibility of the 
economic counterpart of Paraíba State Government presented in the Financial 
Statements of PROCASE, relating to the base date December 31, 2019. 
 

 
Our audit was conducted in accordance with Brazilian and international auditing standards 
(the latter being relative to those published by the International Federation of Accountants  
IFAC). Our responsibilities, in conformity with such standards, are described in the following 
section, entitled "Responsibility of the Independent Auditor". We are independent of the State 
Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS, the State 
Secretariat for Agricultural and Fisheries Development  SEDAP and the other executors 
and co-executors of the Sustainable Development Project of Cariri, Seridó and Curimataú  
PROCASE, in accordance with the relevant ethical principles established in the Accountants' 
Professional Code of Ethics and the professional standards issued by the Brazilian Federal 
Accounting Council, and we comply with the other ethical responsibilities according to these 
standards. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our opinion. 
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INDEPENDENT AUDITORS' REPORT 
ON THE PROJECT ACCOUNTS 
 
 
Emphasis 
 
Basis for preparation of financial statements 
 
The basis for preparation and presentation of the financial statements is the Term of 
Reference (TR) for Contracting Consulting (Legal Entity) to Conduct an Independent Financial 
Audit and Factual Conclusions of PROCASE  and other requirements stipulated in IFAD Loan 
Agreement No I-798-BR. The financial statements were prepared to assist the State 
Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS e a State 
Secretariat for Agricultural and Fisheries Development  SEDAP, through the Project 
Management Unit  PMU/PROCASE, to demonstrate compliance with the contractual 
guidelines and clauses applicable to IFAD Loan Agreement No I-798-BR. Consequently, the 
financial statements of the Rural Business Development Project for Small Farmers  DOM 
TÁVORA Project may not be suitable for other purposes. 
 
Adoption of cash basis 
 
The policy of the State Secretariat for Family Agriculture and Semi-Arid Development  
SEAFDS and by the State Secretariat for Agricultural and Fisheries Development  SEDAP, 
through the Project Management Unit  PMU/PROCASE, is to prepare the financial 
statements of the Sustainable Development Project of Cariri, Seridó and Curimataú  
PROCASE, based on cash payments and receipts. Based on this procedure, revenues are 
recognized when received, and not when earned, and expenses are recognized when paid 
and not when incurred. 
 
Preparation of financial statements using spreadsheets 
 
As mentioned in the Management Letter, Item 4.1. (Page no  113), the project's basic 
financial statements were prepared through spreadsheets (Microsoft Excel), since, a 
computerized system for the financial management of the Sustainable Development Project 
of Cariri, Seridó and Curimataú  PROCASE has not yet been implemented, as required in 
the IFAD Loan Agreement No  I 798-BR. 
 
 
Project Management responsibility 
 
The State Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS and the 
State Secretariat for Agricultural and Fisheries Development  SEDAP, through the Project 
Management Unit  PMU/PROCASE, is responsible for the elaboration and adequate 
presentation of the financial statements of the Sustainable Development Project of Cariri, 
Seridó and Curimataú  PROCASE in accordance with the Term of Reference for Project 
Audit, the guidelines for annual financial reports and auditing the activities funded by IFAD 
and the other requirements foreseen in IFAD Loan Agreement No I-798-BR and by the 
internal controls that the Project administration deemed necessary to provide the elaboration 
of financial statements free of material misstatements, regardless of being caused by fraud 
or error. 
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INDEPENDENT AUDITORS' REPORT 
ON THE PROJECT ACCOUNTS 
 
 
Responsibility of the independent auditor 
 
Our objectives are to obtain reasonable assurance that the financial statements, taken as a 
whole, are free from material misstatements, whether due to fraud or error, and to issue an 
auditors
confidence, but not a guarantee that the audit performed in accordance with the Brazilian 
and international auditing standards always detects any existing material misstatements. 
Misstatements may arise from fraud or error and are considered material if, individually or as 
a whole, they may reasonably be expected to influence the economic decisions of users as 
they are made based on these financial statements. 
 
As part of an audit performed in accordance with Brazilian and international auditing 
standards, we have exercised professional judgment and maintained professional skepticism 
throughout the audit. In addition to this: 
 
 We have identified and assessed the risks of material misstatement in the financial 

statements, regardless of whether due to fraud or error, so we planned and performed 
audit procedures responding to these risks, and we obtained audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve override of internal control, conspiracy, forgery, omission, or intentional 
misrepresentations; 

 
 We have obtained an understanding of the internal controls that are relevant for the audit 

in order to plan for audit procedures that are appropriate to the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the internal controls; 
 

 We have evaluated the overall presentation, structure and content of the financial 
statements, including the disclosures, and whether the financial statements represent the 
corresponding transactions and events in a manner that is compatible with the objective of 
adequate presentation. 

 
 
We have communicated with the heads of the Project Management Unit  PMU/PROCASE, 
associated to the State Secretariat for Family Agriculture and Semi-Arid Development  
SEAFDS, regarding, inter alia, the planned scope, the time of the audit and the significant 
audit findings, including any significant deficiencies in the internal controls that we identified 
during our work. 
 
 
Recife  PE, november 20, 2020. 
 
 
Sá Leitão Auditores S/S 
CRC-PE 000.369/O-8 
Jefferson Batista de Oliveira 
Accountant CRC-PE 016.627/O-8 
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PARAÍBA STATE GOVERNMENT 
STATE SECRETARIAT FOR FAMILY AGRICULTURE  

AND SEMI-ARID DEVELOPMENT  SEAFDS 
PROJECT MANAGEMENT UNIT  PMU/PROCASE 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. PROJECT FINANCIAL STATEMENTS 
 

 STATEMENT OF ORIGINS AND APPLICATIONS OF RESOURCES IN THE 
PROJECT  DOARP, FISCAL YEAR 2019 AND ACCRUED UNTIL 31.12.2019, 
EXPRESSED IN REALS AND IN U.S. DOLLARS 
 

 STATEMENT OF INVESTMENTS IN THE PROJECT  DIP, FISCAL YEAR 2019 
AND ACCRUED UNTIL 31.12.2019, EXPRESSED IN REALS AND IN U.S. 
DOLLARS 
 

 IFR (INTERIM FINANCIAL REPORT), FISCAL YEAR 2019 AND ACCRUED 
UNTIL 31.12.2019, EXPRESSED IN US DOLLARS 
 

 INVERSION MATRIX  BY CATEGORY: POA X FINANCIAL EXECUTION, 
FINANCIAL YEAR 2019, EXPRESSED IN REALS 
 

 INVERSION MATRIX  BY COMPONENT: POA X FINANCIAL EXECUTION, 
FINANCIAL YEAR 2019, EXPRESSED IN REALS 
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STATEMENT OF ORIGINS AND APPLICATIONS OF RESOURCES IN THE PROJECT  
DOARP, FISCAL YEAR 2019 AND ACCRUED UNTIL 31.12.2019, EXPRESSED IN REALS 
AND IN U.S. DOLLARS 
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STATEMENT OF INVESTMENTS IN THE PROJECT  DIP, FISCAL YEAR 2019 AND 
ACCRUED UNTIL 31.12.2019, EXPRESSED IN REALS AND IN U.S. DOLLARS 
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IFR (INTERIM FINANCIAL REPORT), FISCAL YEAR 2019 AND ACCRUED UNTIL 
31.12.2019, EXPRESSED IN US DOLLARS 
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INVERSION MATRIX  BY CATEGORY: POA X FINANCIAL EXECUTION, FINANCIAL 
YEAR 2019, EXPRESSED IN REALS 
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INVERSION MATRIX  BY COMPONENT: POA X FINANCIAL EXECUTION, FINANCIAL 
YEAR 2019, EXPRESSED IN REALS 
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3. COMPLEMENTARY FINANCIAL INFORMATION 
 

 DESIGNATED ACCOUNT RECONCILIATION STATEMENT (IFAD RESOURCES) 
 

 STATEMENT OF RECONCILIATION OF DESIGNATED AND OPERATING 
ACCOUNTS (IFAD RESOURCES) 
 

 OPERATING ACCOUNT RECONCILIATION STATEMENT (IFAD RESOURCES) 
 

 OPERATING ACCOUNT RECONCILIATION STATEMENT (IFAD AND 
GOVERNMENT RESOURCES) 
 

 PROJECT MANAGEMENT REPRESENTATIVE LETTER 
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DESIGNATED ACCOUNT RECONCILIATION STATEMENT (IFAD RESOURCES) 
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STATEMENT OF RECONCILIATION OF DESIGNATED AND OPERATING ACCOUNTS 
(IFAD RESOURCES) 
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OPERATING ACCOUNT RECONCILIATION STATEMENT  
(IFAD RESOURCES) 
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OPERATING ACCOUNT RECONCILIATION STATEMENT  
(IFAD AND GOVERNMENT RESOURCES) 
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PROJECT MANAGEMENT REPRESENTATIVE LETTER 
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4. EXPLANATORY NOTES TO THE PROJECT FINANCIAL STATEMENTS 
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PART III  INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH THE 
CLAUSES OF THE LOAN AGREEMENT 
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INDEPENDENT AUDITORS' REPORT 
ON COMPLIANCE WITH THE CLAUSES  
OF THE LOAN AGREEMENT 
 
 
To 
Paraíba State Government 
State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS 
Project Management Unit  PMU/PROCASE 
João Pessoa  PB 
 
 
Qualified Opinion 
 
In addition to the examination of an independent audit on the accounts of the Sustainable 
Development Project of Cariri, Seridó and Curimataú  PROCASE, for the period from 
January 1, 2019 to December 31, 2019, based on which we issue an independent audit 
report about the Project accounts (pages nos 5 to 9 of this report), dated on November 12, 
2020, we have examined the compliance, by the State Secretariat for Family Agriculture and 
Semi-Arid Development  SEAFDS and by the State Secretariat for Agricultural and 
Fisheries Development  SEDAP, through the Project Management Unit  PMU/PROCASE, 
with the clauses in IFAD Loan Agreement No I-798-BR. 
 

to the  State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS and the State Secretariat for Agricultural and Fisheries 
Development  SEDAP, through the Project Management Unit  PMU/PROCASE, complied, 
in all relevant aspects, during the period from January 1, 2019 to December 31, 2019, with 
the clauses of Loan Agreement IFAD N o  I-798-BR and the General Conditions for IFAD 
Loans. 
 
 
Basis for qualified opinion 
 
As mentioned in Item 4. of the Management Letter (Page no 113 of this report), to the State 
Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS and the State 
Secretariat for Agricultural and Fisheries Development  SEDAP, through the Project 
Management Unit  PMU/PROCASE, partially complied with the conditions contained in the 
following clauses of  IFAD  Loan Agreement No I 798-BR and the General Conditions: 
 
1. Item 4.1. of the Management Letter (Page nº 113)  Clause partially fulfilled. Article VIII, 

Item 8.02. (a) of IFAD Agreements general conditions, since PMU/PROCASE has not 
completed the customization of the Project information management system, according 
to the Fund Project Monitoring and Evaluation Guide. 
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Our audit was conducted in accordance with Brazilian and international auditing standards 
(the latter being relative to those published by the International Federation of Accountants - 
IFAC). Our responsibilities, in conformity with such standards, are described in the following 
section, entitled "Responsibility of the Independent Auditor". We are independent of the State 
Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS, the State 
Secretariat for Agricultural and Fisheries Development  SEDAP and the other executors 
and co-executors of the Sustainable Development Project of Cariri, Seridó and Curimataú  
PROCASE, in accordance with the relevant ethical principles established in the Accountants' 
Professional Code of Ethics and the professional standards issued by the Brazilian Federal 
Accounting Council, and we comply with the other ethical responsibilities according to these 
standards. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our opinion. 
 
 
Project Management Responsibility 
 
A State Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS and the 
State Secretariat for Agricultural and Fisheries Development  SEDAP, through the Project 
Management Unit  PMU/PROCASE, are responsible for the implementation of the 
Sustainable Development Project of Cariri, Seridó and Curimataú  PROCASE, as 
established in the clauses of IFAD Loan Agreement No I-798-BR and the General Conditions 
for IFAD Loans. 
 
 
Independent Auditors Responsibility 
 
Our objectives are to obtain reasonable assurance regarding compliance with the clauses of 
IFAD Loan Agreement No I-798-BR by the State Secretariat for Family Agriculture and Semi-
Arid Development  SEAFDS and by the State Secretariat for Agricultural and Fisheries 
Development  SEDAP, through the Project Management Unit  PMU/PROCASE, and issue 
an audit report containing our opinion. Reasonable assurance is a high level of confidence, 
but not a guarantee that the audit performed in accordance with the Brazilian and 
international auditing standards always detects any existing material non-compliances (full or 
partial). Noncompliances (full or partial) may be due to fraud or error and are considered 
material when, individually or as a whole, they can influence, within a reasonable 
perspective, the decisions of users based on the situation of noncompliance (full or partial) 
with the clauses in IFAD Loan Agreement No I-798-BR by the State Secretariat for Family 
Agriculture and Semi-Arid Development  SEAFDS and by the State Secretariat for 
Agricultural and Fisheries Development  SEDAP, through the Project Management Unit  
PMU/PROCASE. 
 
As part of an audit performed in accordance with Brazilian and international auditing 
standards, we have exercised professional judgment and maintained professional skepticism 
throughout the audit. In addition to this: 
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 We have identified and evaluated the compliance of the State Secretariat for Family 

Agriculture and Semi-Arid Development  SEAFDS and by the State Secretariat for 
Agricultural and Fisheries Development  SEDAP, through the Project Management Unit 

 PMU/PROCASE, of the clauses in IFAD Loan Agreement No I-798-BR, as well as 
obtained adequate and sufficient audit evidence to substantiate our opinion; 

 
 We have obtained an understanding of the internal controls that are relevant to the audit 

in order to plan audit procedures that would be appropriate to the circumstances, but not 
in order to express an opinion on the effectiveness of the internal controls maintained 
under compliance by State Secretariat for Family Agriculture and Semi-Arid Development 

 SEAFDS and by the State Secretariat for Agricultural and Fisheries Development  
SEDAP, through the Project Management Unit  PMU/PROCASE, with the clauses of 
IFAD Loan Agreement No I-798-BR and the General Conditions for IFAD Loans. 

 
 
We have communicated with the heads of the Project Management Unit  PMU/PROCASE, 
associated to the State Secretariat for Family Agriculture and Semi-Arid Development  
SEAFDS, regarding, inter alia, the planned scope, the time of the audit and the significant 
audit findings, including any significant deficiencies in the internal controls that we identified 
during our work. 
 
 
 
Recife  PE, november 20, 2020. 
 
 
 
Sá Leitão Auditores S/S 
CRC-PE 000.369/O-8 
Jefferson Batista de Oliveira 
Accountant CRC-PE 016.627/O-8 
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PART IV  INDEPENDENT AUDITORS' REPORT ON SELECTION, PROCUREMENT, 
AND HIRING PROCEDURES 
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INDEPENDENT AUDITORS' REPORT 
ON SELECTION, PROCUREMENT, 
AND HIRING PROCEDURES 
 
 
To 
Paraíba State Government 
State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS 
Project Management Unit  PMU/PROCASE 
João Pessoa  PB 
 
 
Unqualified opinion 
 
In addition to the examination of an independent audit on the accounts of the Sustainable 
Development Project of Cariri, Seridó and Curimataú  PROCASE, for the period from 
January 1, 2019 to December 31, 2019, based on which we issue an independent audit 
report about the Project accounts (pages nos 5 to 9 of this report), dated on November 12, 
2020, we have examined the compliance, by the State Secretariat for Family Agriculture and 
Semi-Arid Development  SEAFDS and by the State Secretariat for Agricultural and 
Fisheries Development  SEDAP, through the Project Management Unit  PMU/PROCASE, 
of the conditions in IFAD Loan Agreement No I-798-BR and IFAD guidelines for the 
procurement of goods (Diretrices para la adquisición de bienes en el ámbito de los 
proyectos) based on the Procurement Plan. 
 
In our opinion, the State Secretariat for Family Agriculture and Semi-Arid Development  
SEAFDS and the State Secretariat for Agricultural and Fisheries Development  SEDAP, 
through the Project Management Unit  PMU/PROCASE, has complied, in all material 
respects, with the procedures for the purchase of goods, hiring construction and selecting 
and hiring consultants, carried through the period from January 1, 2019 to December 31, 
2019, established in the Loan Agreement No I-798-BR and IFAD guidelines, in accordance 
with the definitions on the Purchase Plan. 
 
 
Basis for unqualified opinion 
 
Our audit was conducted in accordance with Brazilian and international auditing standards 
(the latter being relative to those published by the International Federation of Accountants 
IFAC). Our responsibilities, in conformity with such standards, are described in the following 
section, entitled "Responsibility of the Independent Auditor". We are independent of the State 
Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS, the State 
Secretariat for Agricultural and Fisheries Development  SEDAP and the other executors 
and co-executors of the Sustainable Development Project of Cariri, Seridó and Curimataú  
PROCASE, in accordance with the relevant ethical principles established in the Accountants' 
Professional Code of Ethics and the professional standards issued by the Brazilian Federal 
Accounting Council, and we comply with the other ethical responsibilities according to these 
standards. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our opinion. 
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Project management responsibility 
 
A State Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS and by the 
State Secretariat for Agricultural and Fisheries Development  SEDAP, through the Project 
Management Unit  PMU/PROCASE, are responsible for the procurement of goods, hiring 
services and the selection and hiring of consultants in accordance with the conditions 
foreseen in IFAD Loan Agreement No I-798-BR, in IFAD's Diretrices para la adquisición de 
bienes en el ámbito de los proyectos and in accordance with the Procurement Plan. 
 
 
Responsibility of the independent auditors 
 
Our objectives are to obtain reasonable assurance regarding the purchase of goods and 
hiring services and consultants, by the State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS and by the State Secretariat for Agricultural and Fisheries 
Development  SEDAP, through the Project Management Unit  PMU/PROCASE, in 
accordance with the conditions of IFAD Loan Agreement No I-798-BR, in IFAD's Diretrices 
para la adquisición de bienes en el ámbito de los proyectos and in accordance with the 
Procurement Plan, and issue a report with our opinion. Reasonable assurance is a high level 
of confidence, but not a guarantee that the audit performed in accordance with the Brazilian 
and international auditing standards always detects the purchase of goods and hiring 
services that present any existing material noncompliances (full or partial). Noncompliances 
(full or partial) may be due to fraud or error and are considered material when, individually or 
as a whole, they can influence, within a reasonable perspective, the decisions of users based 
on the situation of noncompliance (full or partial) of IFAD's Loan Agreement conditions  
No I-798-BR, of IFAD's Diretrices para la adquisición de bienes en el ámbito de los proyectos 
and the Procurement Plan by State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS and by the State Secretariat for Agricultural and Fisheries 
Development  SEDAP, through the Project Management Unit  PMU/PROCASE. 
 
As part of an audit performed in accordance with Brazilian and international auditing 
standards, we have exercised professional judgment and maintained professional skepticism 
throughout the audit. In addition to this: 
 
 We have identified and evaluated the compliance of the State Secretariat for Family 

Agriculture and Semi-Arid Development  SEAFDS and by the State Secretariat for 
Agricultural and Fisheries Development  SEDAP, through the Project Management Unit 

 PMU/PROCASE, with the terms of IFAD Loan Agreement No I-798-BR, of IFAD's 
Diretrices para la adquisición de bienes en el ámbito de los proyectos and the 
Procurement Plan, as well as obtained adequate and sufficient audit evidence to 
substantiate our opinion; 
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 We have obtained an understanding of the internal controls relevant to the audit to plan 

audit procedures appropriate to the circumstances, but not, in order to express an opinion 
on the effectiveness of the internal controls maintained on compliance, by the State 
Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS and by the 
State Secretariat for Agricultural and Fisheries Development  SEDAP, through the 
Project Management Unit  PMU/PROCASE, of the conditions in IFAD Loan Agreement 
No I-798-BR, of the Diretrices para la adquisición de bienes en el ámbito de los proyectos 
for IFAD and the Procurement Plan. 

 
 
We have communicated with the heads of the Project Management Unit  PMU/PROCASE, 
associated to the State Secretariat for Family Agriculture and Semi-Arid Development  
SEAFDS, regarding, inter alia, the planned scope, the time of the audit and the significant 
audit findings, including any significant deficiencies in the internal controls that we identified 
during our work. 
 
 
 
Recife  PE, november 20, 2020. 
 
 
 
Sá Leitão Auditores S/S 
CRC-PE 000.369/O-8 
Jefferson Batista de Oliveira 
Accountant CRC-PE 016.627/O-8 
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To 
Paraíba State Government 
State Secretariat for Family Agriculture and Semi-Arid 
Development  SEAFDS 
Project Management Unit  PMU/PROCASE 
João Pessoa  PB 
 
 
Dear Sirs: 
 
 
We have applied the procedures previously agreed upon with you, in accordance with the 
procedures presented in the Term of Reference (TR) for Contracting Consulting (Legal 
Entity) to Conduct an Independent Financial Audit and Factual Conclusions of PROCASE , 
described below, for the application of specific procedures about the disbursement request 
statements and the statement and reconciliation of the designated account, as well as: (i) 
other procedures related to these statements; (ii) the disbursement requests submitted to 
IFAD, part of the statement of disbursement request; and (iii) the activities of the account or 
accounts associated with the project, including the initial advance, the replenishments, 
interests that may apply to outstanding balances and balances from the end of the financial 
year, corresponding to the period from January 1, 2019 to December 31, 2019. Our work 
was carried out in accordance with NBC TSC 4400 standards on related services, issued by 
the Brazilian Federal Accounting Council - CFC, applicable to work on agreed-upon 
procedures. The procedures were applied with the sole purpose of assisting the State 
Secretariat for Family Agriculture and Semi-Arid Development  SEAFDS and by the State 
Secretariat for Agricultural and Fisheries Development  SEDAP, through the Project 
Management Unit  PMU/PROCASE, in its evaluations regarding the regularity, accuracy of 
presentation and eligibility of the amounts that make said statements, as well as the ability to 
provide supporting documentation of said values, within the scope of the Sustainable 
Development Project of Cariri, Seridó and Curimataú  PROCASE and in accordance with 
the provisions of IFAD Loan Agreement No I-798-BR and General Conditions for IFAD Loans. 
These procedures are summarized in Item 1. below, and the respective factual findings and 
possible exceptions identified are presented in Item 2. below. 
 
1. List of agreed-upon procedures applied: 

 
1.1. Procedures related to the statements of disbursement requests: 

 
1.1.1. Determine whether the equivalence in the currency of the designated 

account was established by applying the exchange rate at the time of 
transfers to the operational account; 
 

1.1.2. Determine if the goods and services were purchased through the 
declaration of expenses mechanism according to the stipulated limit; 
 

1.1.3. Determine whether expenditures declared through expenditure reporting 
procedures have been authorized, classified and supported with due 
documentation and appropriately; 
 

1.1.4. Determine any inadmissible expenses. 
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1.2. Procedures related to the statement and reconciliation of the designated account: 
 
1.2.1. Prove the accuracy of the reconciliation or reconciliations of the designated 

account; 
 

1.2.2. Confirm that the designated account or accounts have been maintained in 
accordance with the provisions of the funding agreement. 

 
 
 
2. Factual findings resulting from the application of agreed-upon procedures: 

 
As a result of the application of the agreed-upon procedures, described in Item 1., 
above, we present our factual findings related to the application of these procedures, as 
follows: 
 
2.1. Procedures related to the statements of disbursement requests: Determine 

whether the equivalence in the currency of the designated account was 
established by applying the exchange rate at the time of transfers to the 
operational account. 
 
2.1.1. Factual Findings 

 
PMU/PROCASE receives IFAD resources in Designated Account  
nº 08.761.124 in United States dollars, and requests the Treasury 
Department, through a letter, to carry out the conversion of the resources 
received, within an average of five days, made in conjunction with Banco 
do Brasil, and these resources are transferred to Operating Account  
Nº 12.594-6, that are later transferred to Account 41.020-9 in Reals (R$), in 
order to make the respective payments of the project expenses in the 
current year. 
 
We found that the exchange rate conversion of IFAD resources, transferred 
from the Designated Account in U.S. dollars (US$) to the Designated 
Account in Reals (R$), is carried out based on the exchange rate of the 
respective exchange agreement. 

 
2.1.2. Identified Exceptions 

 
We have not identified exceptions. 
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2.2. Procedures related to the statements of disbursement requests: Determine if 

the goods and services were purchased through the declaration of expenses 
mechanism according to the stipulated limit. 
 
2.2.1. Factual Findings 

 
We analysed the processes of acquisition of goods and services, as well as 
the processes of contractual additives, completed in 2019, through the 
examination of the supporting documentation provided by UGP and we 
found that the goods and services purchased in 2019 with resources from 
the Sustainable Development Project of Cariri, Seridó and Curimataú  
PROCASE are in line with the forecasts and limits stipulated in Loan 
Agreement Nº. I-798-BR and in the IFAD Standards and Guidelines for 
Procurement and Contracts. 

 
2.2.2. Identified Exceptions 

 
We have not identified exceptions. 
 

 
 

2.3. Procedures related to the statements of disbursement requests: Determine 
whether expenditures declared through expenditure reporting procedures 
have been authorized, classified and supported with due documentation and 
appropriately. 
 
2.3.1. Factual Findings 

 
We examined 82% of the expenses paid in 2019 with resources from the 
Sustainable Development Project of Cariri, Seridó and Curimataú  
PROCASE, through the analysis of the respective supporting 
documentation of the amounts evidenced in the Project Statements of 
Expenditure (SOEs), attentive to their documentary skills, compliance with 
internal payment controls, their due prior authorization and eligibility within 
the Project scope, as well as for the proper classification of expenditure in 
the Categories and Components of the Project, provided for in Loan 
Agreement Nº I-798-BR. 

 
2.3.2. Identified Exceptions 

 
We have not identified exceptions. 
 

 



 

77 

REPORT ON  
AGREED-UPON PROCEDURES 
 

 
2.4. Procedures related to the statements of disbursement requests: Determine 

any inadmissible expenses. 
 
2.4.1. Factual Findings 

 
After examining, by sampling, the supporting and corroborating 
documentation of the expenses paid with resources from the Sustainable 
Development Project of Cariri, Seridó and Curimataú  PROCASE in 2019, 
with a percentage coverage of 82% of the total expenses of the period, 
attentive to their documentary skills and the appropriate classification of 
expenses, we found that these expenses are eligible under PROCASE, in 
accordance with the provisions of Loan Agreement N o  I-798-BR. 

 
2.4.2. Identified Exceptions 

 
We have not identified exceptions. 
 
 

 
2.5. Procedures related to the statement and reconciliation of the designated 

account: Prove the accuracy of the reconciliation or reconciliations of the 
designated account. 
 
2.5.1. Factual Findings 

 
We analysed the reconciliation form of the account designated "Designated 
Account Reconciliation Statement", for the period 01.01.2019 to 
31.12.2019, we compared the balances of the accounts maintained by the 
Project and other amounts presented in the said form, with the respective 
bank statements (in U.S. dollars  US$) and other supporting documents, 
as well as checking the accuracy and records of the amounts transferred to 
the Project Operating Account, and we note the accuracy of the values 
presented in that conciliation. 

 
2.5.2. Identified Exceptions 

 
We have not identified exceptions. 
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2.6. Procedures related to the statement and reconciliation of the designated 

account: Confirm that the designated account or accounts have been 
maintained in accordance with the provisions of the funding agreement. 
 
2.6.1. Factual Findings 

 
We have examined the transactions of Designated Accounts  nos  08.761.124 
and 07.531.295 , maintained in Banco do Brasil SA (in US dollars - US$), 
together with Operating Accounts nos  41.020-9 (Current and Investment 
Account), 12.386-2 (Current and Investment Account), all maintained at 
Agency no  1618-7  in Banco do Brasil SA (in reals - R$ ), for the period 
from 01.01.2019 to 12.31.2019, we verified the transfers of funds received 
from IFAD to the Project Operating Account (in Reals), looking at the 
reflection of its transactions in the  financial records of the Project, and we 
found that these accounts were maintained and used in accordance with 
the provisions of IFAD Loan Agreement No I-798-BR. 
 

 
2.6.2. Identified Exceptions 

 
We have not identified exceptions. 
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Considering that the procedures listed in Item 1., above (and the corresponding factual 
findings, described in item 2., earlier) do not constitute an audit work or limited review, 
conducted in accordance with auditing or review standards applicable in Brazil, we do not 
express in this report any assurance on the disbursement requests statements and on the 
statement and reconciliation of the designated account, such as: (i) other procedures related 
to these statements; (ii) the disbursement requests submitted to IFAD, part of the request for 
disbursement statement; and (iii) the activities of the account or accounts associated with the 
project, including the initial advance payments, the replenishments, interests that may incur 
on pending balances and balances for the end of the financial year. 
 
In case we had applied additional procedures or performed an audit or review of the related 
financial resources, processes and associated internal controls, in accordance with the 
auditing or review standards applicable in Brazil (NBC TAs or NBC TRs), other subjects 
could have come to our knowledge, which would have been reported. 
 
Our report is intended solely for the purpose described on the first paragraph of this report 
and for your information, and it should not be used for any other purpose or distributed to 
third parties who have not taken responsibility for the sufficiency of, or who have not agreed 
with the above procedures. This report relates exclusively to the items specified above, 
applied to the disbursement request statements, and to the statement and reconciliation of 
the designated account of the Sustainable Development Project of Cariri, Seridó and Curimataú 

 PROCASE, partially funded by IFAD Loan Agreement No I-798-BR, signed with IFAD, for 
the period from January 1, 2019 to December 31, 2019, and does not extend to other 
statements of resources, processes and/or controls of said Project. 
 
 
 
Recife  PE, november 20, 2020. 
 
 
 
Sá Leitão Auditores S/S 
CRC-PE 000.369/O-8 
Jefferson Batista de Oliveira 
Accountant CRC-PE 016.627/O-8 
 
 


