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. La:n Cmpkction Review and Report
REFERENCE 

The fo!zirg,,-a Lozn Cc,npltio:i Report for AID Loan 524-1-0186C/fRj 
following ou!hIne -pecifird in M.O. 124.1:
 

c of the Loan '..8 million,;
I. P 

Z Uconsist
 

of assistance to
A. SECTION' 1.2. Th- Prni.ct. The Project wilI 
.	 I.... 	 ( nc -q[ lto ....ower to. cu.b i to ricy- I ,orr n ard,ni ,iy iryttT:ortS in ind r .imic, 

rIic"s- &.ctivo,sto siimuote nd facinii c"cnerorises in t'.i ctc.4.c 
financina of 	riew hki.h .! :

induttral pronro;ion and c.,,,iopm-r nt ai;Ivitios and lii. 

private enterFr iu,c.wil u to allow i-rrc.cer to bid its financial p_5ifion *,a Vi., 
, 


continved v.,i-ho-0 rec'u.e to borrc'.iinq 	on conc.:c'l/(./. 	 whore such cctiv;i'ies mca' , 
lIv. 

I 
terms or Gooc -:o. omrwer	-*wrnfltwill .le mt activities-conductcd 'r 

survoys and ot1ir i, chnical assistace forfr.,
0P the Project by proviai;ng -.tudi.-'s, 

"Under tcrms and c nrJiiions saflractory to AI.D., up to hvo hundreded .-and 

P17" United t )tct L.c:-,n May b2 ud to finance the cct of Uniteddolats ($200M,C)) oef th e 

Stases tochniciia. aradl cot,:7uIrit5 who wiii work with Lorrowcr in improving its 
Sf"/i 1I	crcanizcicn and i" ,'cn, and in expanding staii capabilities in,sub-p-oji:ct 

selection, anwiysis, poinoti'.-., and impier.ntationV' 

Subject Loan Agreernnt (1967) continued the industrial credit and technical 

assistance program uetab Ished in 1964 by A.I.D. Loan 524-L-009 (amount $2.0 million). 
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INFONAC's final report (10-24-74) on :he program shows: 

(i) 	 84 A.I.D. suhloons in the amount of $7.4 mil~ion for financing U.S. 
imported rlInc!-,inery and equipment, as well as for workir, capital to 
manufUcturing industrcs having cwrrecate investment of V63.5 million. 
The A.I.D. loon borrow..ers generated $23.2 millicn in export volume and 
provided 4,3C10 jobs with annual salaries of $2.3 million. 

(2) 	 A.I.D. !o.m funds apr=ximatin.. S1.0 mil!ion acssisted !NFCNAC's 
equity investrr p:, m for financir, "now hic:h risk private eni-,rpr': 
(re Suctic.m 1.21. Of six new conrvJncs rcceivi,-J A.I.D. Ian funrics, f;vo "rc 
now co,,, u tii ir crt;iy t e ncrioral economy with !Irongi rnar!:0:s 
and prcsr.-is and irm ('MADI NSA) is expected to rrca;z,,:: 
progl es in i;& Krr marlet for (s;joat cumerend dorrc.-tic), SU:p3: odby additional equi b , funds ividud by private :,urces. 

(3) 	 INFONAC procur, t-cnico! csisrince nnd consulting services c-(jup.rin.
about $250, C53 (vs. ,5 0, I o I ',ie und r uieA. 1.D. ! in.s);or h . 
of mp;'vic ii nrr.,.-'aiior andJ cdmninistr I ion -nd in ciuchati, i 
stcff in "-n ' , rnrrmr Pfn i f ) t;i- . 

simplificu;on aid/or ciimii,ation u. esiatLisheu ':rocedurcs in order 
to strengthen i,-.;en:ci control. 

The Price a'7'crhcu- Study finonc, d by the locn hc's rerulted in -he 
selection of new kcuL, ipmeni c.r thc efficient hind lin;J end flow, of contro! 
data inciudinr; io-m crd inve;t2rnfm pcFrifol ios dtc v'hicih mounted7h.. 
to recorc ie', ii, to'i' ). dccisions on i;,:Aaiaiion ofwo ,n3l 

the new equiFrnerdt' ae e;'p ,ctodshcortly.
 

(4) 	 lNFONAC'- cnnuci rport for th'e year ended Dccumber 31, 1973, 
reflects a rc cord C:.; i.o of the Icon porfolio c:nd sharp .eduction in 
the netl-n-s, ro -ir- L,,wost y i r mcny years k' 1.7 million vs. (10.5 
million ,he p'CVIC.uI 7ar). That iNFC;N.C could becin realizina 
profits in tho near futtre is a reosono:,I, ;hypothesis. Alternatively, 
INFONAC could .e directod to ctiment its su'sidized opcrations 
and hic;h risk Hcrurs which would b-.e consistent with INFONACs 
charter to u r. tho development of the nation's resources. In 
view of the ri.-rure of its charter "to increase, dlversif/ and rationalize 
the naiicncal produci;on in all its aspects" it is likely that INFONAC 
wil! have to obtain concessional support from the GON for many years 
in future. 
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B. The above activities reflect constructive use ef the loan funds conforming

with the objective of the A.I.D. Loan Agreement. USAID concludes ihat the purpose
 
of the loan has been achieved.
 

II. Covenants 

The following covenants will be outstanding for at least 20 years:
"Section 5.3 (a) Government covenants that Borrower losses ncurred during


the life of the Loan will be budgeted, and reimbursed to Bnrrower, in the Goverment
 
budget for the year immediately followir.g the year in which the losses were incurred,

and that Borrower losses incurred prior to the date of the Loan will be budgeted, and
 
reimbursed to Borrover, in the Government budget for the year next following the year

in which this Agreement is signed."
 

The GON is currently in compliance with the above requirement. The annual
 
audit prepared by indepondent public accountants will be received regularly and will
 
enable USAID Y2 to effectively monitor this covenant during the life of the loan.
 

"SECTION 5.3 (b) Government covenants that steps have been taken or will
 
be taken within a ycar frorn the ELUE2 ive Lale of this ,ceerne nt to a..ura that uny

profits realized by Borrower for twenty (20) years from the Effective Date of this Acgree
ment will not revert to Government, except as A.I.D. may otherwise agree." 

To date INFONAC has not realized any profitb accordingt to the independent

audits by Peat Marwick & Mitchell Co. USAID will effectively monitor this covenant
 
until 188? ( 20 year period) by analysis of the annual independent audit and will take
 
follow up action if required.
 

Ill. Reporting Requirements 

As noted, an independent audit of Borrower's operation will be required each xa7,xx t2X-t 
year for review by A.I.D. during the life of the loan. In the past, the independent
audit has regularly reviewed the Borrower's covenants in the A.I.D. loan aoreements 
and whether the Borrower is complying with these requirements. This procedure will 
continue in the future. Implementation Letter (No. 1) to the A.I.D. Loan Agreements
provide that the Borrowar's independent audit will be presented to A.I.D. each yecr
during the life of the !oans. 

IV. Monitoring Responsibilities 

Monitoring of the Loan Agreement Covenants and reporting requirements will be 
conducted by USAID. 
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