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United States 
General Accounting Ofike 
Washington, D.C. 20548 

Comptroller General 
of the United States 
B201607 

January 10,1986 

To the President of the Senate and the 
Speaker of the House of Representatives 

This report transmits our unqualified opinion on the Overseas Private 
Investment Corporation’s financial statements for the years ended Sep- 
tember 30, I.986 and 1984. We made our examination pursuant to the 
provisions of ‘31 U.S.C. 9105and in accordance with generally accepted 
government auditing standards. 

The corporation’s mission is to encourage and facilitate the investment 
of private US. capital and the creation and expansion of private enter- 
prise in friendly developing nations. The corporation does this princi- 
pally by providing direct investment loans, investment guarantees, and 
insurance protection for U.S. companies. 

We are sending copies of this report to the Director of the Office of Man- 
agement and Budget, Director of the Office of Personnel Management, 
Secretary of the Treasury, Administrator of the Agency for Interna- 
tional Development, Board of Directors of the Overseas Private Invest- 
ment Corporation, and appropriate congressional committees. 

Charles A. Bowsher 
Comptroller General 
of the United States 
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Opinion Letter 

COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON D.C. 20548 

H-201607 

To the Board of Directors 
Overseas Private Investment Corporation 

We have examined the balance sheets of the Overseas Private Investment 
Corporation as of September 30, 1985 and 1984, and the related statements 
of income; changes in capital, reserves and retained earnings; and changes in 
financial position for the years then ended. Our examination was made 
pursuant to 3 1 U.S.C. 9 105 and in accordance with generally accepted 
government auditing srandards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as we considered 
necessary in the circumstances. As a rtasult of the work performed during our 
examination of the Overseas Private Investment Corporation’s financial 
statements, we have also issued reports dated January 10, 1986, on internal 
accounting controls and compliance with laws and regulatioIis. 

In our opinion, the financial statements referred to above present fairly 
the financial position of the Overseas Private Investment Corporation as of 
September 30, 1985 and 1984, and the results of its operations, the changes 
in its capital and reserves, and the changes in its financial position li)r the 
years then ended, in conformity with generally accepted accounting principlch 
applied on a consistent basis. 

Comptroller Gem-ral 

of the United State3 

January IO, 1986 

? “’ 
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Appendix I 

&port on Internal Accounting Controls 

We have examined the financial statements of the Overseas Private 
Investment Corporation for the years ended September 30,1985 and 
1984. As part of our examination, we made a study and evaluation of 
the system of internal accounting control to the extent we considered 
necessary to evaluate the system as required by generally accepted gov- 
ernment auditing standards. Our study and evaluation was limited to a 
preliminary review of the system to obtain an understanding of the con- 
trol environment and the flow of transactions through the accounting 
system. This report pertains only to our study and evaluation of the 
system of internal accounting control for the year ended September 30, 
1985. (Our report on the study and evaluation of the system of internal 
accounting control for the year ended September 30, 19634, is presented 
in GAO/AFMD86-26, March 5, 1985.) For the purpose of this report, we 
have classified the significant internal accounting controls in the fol- 
lowing categories: 

expenditure, 
financial reporting, 
guaranty, 
insurance claim, 
insurance revenue, 
investment, 
loan, and 
payroll. 

Our study and evaluation was limited to a preliminary review of the 
system of internal accounting control to obtain an understanding of the 
control environment and the flow of transactions through the 
accounting system. Because it was more efficient to expand substantive 
audit tests, our study and evaluation of the internal accounting controls 
did not extend beyond this preliminary review phase. 

The management of the Overseas Private Investment Corporation is 
responsible for establishing and maintaining a system of internal 
accounting control. In fulfilling this responsibility, estimates and judg- 
ments by management are required to assess the expected benefits and 
related costs of 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 disposi- 
tion, and that transactions are executed in accordance with manage- 
ment’s authorization and recorded properly to permit the preparation of 
financial statements in accordance with generally accepted accounting 
principles. Because of inherent limitations in any system of internal 
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accounting control, errors or irregularities may nevertheless occur and 
not be detected. Also, projection of any evaluation of the system to 
future periods is subject to the risk that procedures may become inade- 
quate because of changes in conditions or that the degree of compliance 
with the procedures may deteriorate. 

Our study and evaluation made for the limited purpose described in the 
first paragraph would not necessarily disclose material weaknesses in 
the system. Accordingly, we do not express an opinion on the system of 
internal accounting control of the Overseas Private Investment Corpora- 
tion taken as a whole or on any of the categories of controls identified in 
the first paragraph. However, our study and evaluation disclosed no 
condition that we believed to be a material weakness. 
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Appendix II 

R&&t on Compliance With Laws 
- 

a;nd Regulations 

We have examined the financial statements of the Overseas Private 
Investment Corporation for the years ended September 30,1985 and 
1984, Our examination was made in accordance with generally accepted 
government auditing standards and, accordingly, included such tests of 
the accounting records and such other auditing procedures, including 
tests of compliance with laws and regulations, as we considered neces- 
sary in the circumstances. This report pertains only to our review of 
compliance with laws and regulations for the year ended September 30, 
1986. (Our report on the review of compliance with laws and regulations 
for the year ended September 30,1984, is presented in GAO/AFMD-86-26, 
March 5, 1986.) 

In our opinion, the Overseas Private Investment Corporation complied 
with the terms and provisions of laws and regulations for the transac- 
tions tested that could have materially affected the corporation’s finan- 
cial statements. 

Nothing came to our attention in connection with our examination that 
caused us to believe that the corporation was not in compliance with the 
terms and provisions of laws and regulations for those transactions not 
tested. 
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&g!cndix III ---- -I--- - - 

Flinavlcial Stakments 

-- 

Balance Sheet 
Overseas Private Inve8tmmt Corporatkm 

At September 30 (In Thousands) 1995 1994 

(Reclassified) 
Assets 

Cash and investments: 
Cash S 7,553 $ 4.792 
U.S. Treasury securmes at C‘OSI plus accrued Interest (Note 3) 919,266 810.131 

926,819 814.923 

Direct Investment Fund loans outstanding less allowance for 
uncohectable loans of $5.391 in 1985 and $4.295 in 1984 
(Note 4) 

Accrued interest and fees 
Accounts receivable 
Prepaid reinsurance premiums 
Furniture and equipment at cost less accumulated depreciation of 

$579 in 1985 and $543 rn 1984 
Leasehold mtprovements at cost less amortization of $5 in 1985 

and $1,322 ;n I984 
A%rts accjutred tn claims +ettlcments I Note 5 t 

30,468 28,852 
2,364 2,550 

10,076 73.059 
I96 

1.421 938 

513 148 
39,243 36,574 

$1,010,904 $907,240 

Ltabilities: 
Accounts payable and accrued expenses 
Direct liabilities related to claims settlements 
Unearned premiums 

$ 8,848 $ 4,498 
266 2,559 

18,136 16,986 

27,250 24.043 

Contrngrnt liabilities (Notes 7 and 8) 
Capital and reserves: 

Capital 
Insurance reserve (Notes 6 and 7) 
Guaranty reserve (Notes h and 8) 
Retained earnings 

‘Ihe accompanyinR noteN zkrc utt integral put-t. of this statement. 

50,000 50.000 
747,503 h72.949 
174,748 IS.?.238 

11,403 X.OIO 

983,654 883.197 

%1,010,904 4907.240 
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Appendix IlI 
Flnanclal Statements 

Statement of Income 
ovorwa Prlwta Invadment coqmmth 

For ti ywr mkd %ptomber 30 (In Thousands) 1985 1984 

Political risk insurance premiums S 32,998 S 31.557 
Less reinsurance premiums (Note 2 J 794 4.22 I -- 

32,204 27,336 

Investment guaranty fees 
Direct investment interest 
Interest on U.S. Treasury securities 
Gther interest and income 

3,809 3,555 
2,703 3,008 

81,007 74,29 I 
4,222 5,156 - - 

123,945 I 13,346 - - 

Salaries and benefits (Vote 2) 
Loss on claims settlements: 

Political risk insurance 
Investment guaranties 

Provision for uncollectable DIF loans 
Contractual services 
Investment encouragement 
Rent, communications and utilities (Note 9) 
Travel 
Printing and supplies 
Depreciation and amortization 
discellaneous and other expenses 

6,066 5.694 

9,446 
1,490 
Loo0 
1,400 
1,282 
1,193 

525 
458 
351 
277 

23.488 

5100,457 - 

2,835 
1,069 
1,000 
2.02 1 

876 
I.163 

483 
305 
310 
386 

16,142 

S 97,204 - 

” 

, The rwompanying notes are an integral part of this statement. 
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Statement of Changes in Capital, Reserves and Retained Earnings 
Overseas Private lnve8tment Corpuratlom 

Forthm2ywsmdd Insurmco Guarmty Retained 
Wptofnber 30, 1985 (In Thousands) cl-1 R@SetW Reserve Earnings Total 

Balance September 30, 1983 sso,ooo SW?,784 $136,307 $ 11,902 $785,993 

Net income 
Loss on claims scttlcments 
Transfers from retained earnings 

Balance September 30, 1984 50,000 672,949 152,238 8,010 

Net income 
Loss on claims wttlcmcnts 
Transfers from retained earnings 

(9.446) 
84.000 

Balance September 30, 198s S%000 S747.SO3 

The wcompcmying no!xs we iin integral part of this &tat.ement. 

(2.835) (1.069) 
nn.000 17,000 

( 1,490) 
24.000 

5174,748 - 

97.204 
3.904 

( 105.000) 

100.457 
10,936 

(108.000) 

s 11,403 - 

97,204 

883,197 

100,457 

5983,654 

/ ,,’ 
/ 
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AppendixIll 
Finiuwial Statements 

Statement of Changes in Financial Position 
Overaws Privab Invslltm~nt Corporation 

For the yur ended S~JWII~~~ 30 (In Thousandst 1985 1984 

Source of Funds 

Net income 
Depreciation and amortization 
Repayments of DIF loans 
Other 
Provision for uncollectable DIP loans 

Incred~e (decreases m: 
Unearned premtums 
Accounts payahie and accrued expenses 

1,150 
4,350 

Decrease (increase) in: 
Prepaid retnsurance premiums 
Accrued interest and fees 
Accounts receivable 

196 
186 

12,983 

123,920 

597.204 
310 

2.663 
50 

1,000 

101,227 

1.069 
( I.907) 

I .Od I 
46 

(15.971) 

85.545 

ApgMcath d Funds 

Disbursements of DIF loans 
Acquisition of furniture, equipment and leasehold improvements 
Return of appropriated funds 

Increase (decrease) in: 
Assets acquired in claims settlements 

5,863 4.246 
1,198 222 

56,000 

2,669 19.815, 

Decrease (increase) in: 
Direct Itabilities related to claims settlements 2.294 -1.314 - - 

12,024 54.967 _____ - 

Increase in cash and investments S111,896 $30.578 m - 

The acwmpkulyin~ nolrs arc! an integral part of this statement. 
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Appendix IIl 
Flnanclal Statements 

Notes to the Financial Statements 
Overeaes Private Investment Corporation 
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Note 7: Insurance Reserve 
‘The Insurance Reserve at September 30. 
1985 and 1984. totaled $747.5 million 
and $672.9 million. respectively. Charges 
against the Insurance Reserve could arise 
from contingent liabihties under (A) po- 
fi1ical risk insurance contracts, (I%) pend- 
ing claim5 under mturance contracls. and 
(C) guaranties issued in settlement of 
claims arising under inwrance contracts. 
Thcw three categories of contingent lia- 
bili1ies are discussed m more detail 
below: 

(A) Political Risk Investment Insur- 
ance: OPIC issues insurance under limits 
fixed by the legisla1ive authorization in 
the FAA and prior authorities. The 
utilization of these authorized amounts 
(excluding obligations under guaranties 
iwwd in settlement of claims) is as 
lollows: 

lx~I\Iiuivc 
au1honrat1on. 
twedPc(wN I I.044 s 1.044 
lr~lrlatlvc 
aultlr~rl/.auwl- 
FAA 7.500 $2,419 5.081 ____ - 

Avallablr 
autt10r11y $8.544 $2.419 $6.125 

- - - 

l.c#+ilivr 
aultwriza1ion- 
IK’~‘lccr\rllr 11.241 $1.241 

I,c’gi\la1ivr 
aulhwiralirx- 
FAA 7.500 53.OY6 4,404 -- - - 

Awlablr 
dllltwrlly $8.74 t $3.096 $5,645 

zz==zzzB - 

OPIC, as did its predecessors, insures 
investments against three different risks: 
inconvertibility of currency; expropria- 
tion; and war. revolution, insurrection 
and civil strife. Under some contracts is- 
sued by OPIC’s predecessors, an investor 
theoretically could make successive 
claims under more than one coverage 
with respect to the same investment, 
thereby collecting aggregate compensa- 
tion exceeding any single coverage 
amount. The outstanding amounts reflect 
this theoretical possibility and, in addi- 
tion, include provision for insurance as to 
which OPIC is not currently at risk but is 
contractually obligated to provide upon 
the investor’s future request 10 cover in- 
creases in retained earnings and accrued 
interest. 

However, the outstanding amount pur- 
suant to legislative authorizations is of lit- 
tle use in realistically evaluating the max- 
imum exposure to insurance claims, 
because it includes insurance for which 
OPIC is not currently at risk and because 
it is improbable that multiple payments 
would be made for each investment. 
Management believes that a more accu- 
rate representation of maximum potential 
exposure to future claims arising from ex- 
isting insurance contracts can be obtained 
by assuming that only one claim would 
be brought under each contract and that 
the coverage under which the claim 
would be brought would be the coverage 
with the highest amount of current insur- 
ance in force. Based on this assumption. 
management believes the maximum PO- 
tential exposure of OPIC as to claims at 
September 30, 1985. is $3.3 billion. 
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