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January 20, 1975

To : Distribution List 7

=

From + Area Auditor General, Latin America

Subject: Mcmorandum Audit Report of USAID Nicaragua's Industrial Devel-
opment Projects, Report 1-524-75-37.

e aydited two USAID Industrial Development projects as of Decem-
ber 31, 1974, One project, a $4.8 willion loan (524-1L-018) was coumple-
ted in Juve 1974 and the othar, a $479,000 technical :ssistance grant
vas completed at the end of 1974, Our main purpose was to determire
if objectives were achieved in terms of the planning documents and if
the :fizsion 15 preparing for an orderly tervmiration of the projects.

In performing our limited review we used generally accepted au-
diting standards piving due consideration to AID regulations. This
report, which contains one recommendation, was precented to Mission
managenmant for review prior to publication and incorporates their com-

.
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Prior audit reports provide detailed background information on the
two projectyu discussed herein., In summary, they were designed to pro-
vide low cost capital to an industrial development bank for sub-lending
to high-risk industries (Loan 018, project 524-26-220-069, INFGNAC) ;
and to strengthen the Nicaraguin Chamber of Industrier (CADIN) to render
it capable cf solidifying and providing guidance and direction to the
industrial community (grunt project 524-15-290-091). The objective was
to stimulate industrial production and increase exports. A financial
and sudit coverape summary appears on page 4.

Under btech projects we believe objectives were satisfactorily
achicved. Through Loan 018 (and its precursor Loan 009) che bank pro-
vided sub-losa and cquity financing for 91 (of a targeted 100) high-
risk cnterprises. This financing assisted in the creation of seven new
firms, and the expansion and more effective operation of %4 other firms.
Morcover, the bank, with AID financial and technical support has appar-
ently developed its internal operation to a degree where future sub-lcan
activity can be continued without further exterrnal assistance. Annual
operating losses °f about $1,106,000 in 1968 have been reduced to
$245,000 in 1973,



As a rosuit of AID's $479,000 grant assistance since 1971 to the
Chamteir of Tndustrize and the Export Promntion Center, more than fifty
induscrics Bove received technicel sssistance in augmenting their export
marrets threagh training, studies and other research activitics on man-
agement, wmerketing, production, technology and finance. Althourh many
of the studrcs were lost or destroyed ia the December 1972 car .quake,
the Chember nad established the capability whereby it was able to ini-
tiate and complete an analysis for determining the fised investment and
working capital resuirements of the Nicaraguan industrial sector., This
analysic wes vused by the Governwent of Nicavagua in its restruituring end
assigniv:, of emergency priorities resulting from the earthquake., Also,
Chamnber and fxport Cencer employeces' calaries, onco paid throupgh ALD
grant funds. are now heing paid divectiy by their respective caployers.
Lepisizoion has been intvoduced into the Nicaraguan Congress whoreby
tie Export Promotici: Gonter which currently compliments the Ceatra!
Bzuld's Dopartment of Terhnical Investigaticn, «ill be rvoorganized as
a ceparate legal entity. Once this decree is coificial, the Center
expects o veccive an annval cembined budger ot nearly $£250,000 from
the Zovermmort of Nicerapgea and the Nicaraguan Ceatceal Pank,

With minor exceptions, Missioca wmouitoring of the Lio projects
was pevfevned in a sound manmer thioughout the lifc of each project.
The rent proiect terminated oo December 31, 1974, and a finvnl Proisct
Apprawsae] Pepeve is scheduled to be nreparced. Our review of documants
supporcing 6 participants who racrived liwited trainiag in various
fields of industrial developm nt disciosed ao manage.:al deficiencies.
The lcan appears to have been inpirmonted in a similar wanner, except
that rne Final Loan Report had been prepared. Since the loan was com-
pleted in June 1974, a final report should be {ilad.

Recommendation 1

USAID /Nicaragua should prepare a Finel Loan

Report for Loan 574-1-018, as required by M.O.
1264.,1, Section 1V,

- The Wfcarapuvan Government was reguiced by Loan Agreement 018 to
reilmourse the banle for operating losses incurred during the life of
the doan. 1t has satisfactorily fulfilled this requirecwent a:d as of
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Pecember 1, 1473, total reimbursed lesses annunted to nearly
$4 million.

Prior audit 1eport vocommendations have been cleared and
nast deticiencies appeared to have been corrected in & satis.ac-
tery mannar.
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USATD /HLECARAGUA INDUSTRIAL DEVELOFMENT PROJECTS
SCHEDULE OF U.5. CONTRIBUTION AND VALIUE OF AUDIT COVERAGE
AS_OF DECEMBER 31, 1974

AUDET
DISBURSEMINTS COV: PAGE
PROJACT GR LOAN AUDIT REPORT (N any
SN NUMBER N3, 1526  DATE  THOUSANDS) THOUSANDS)
Yo 'ustyial Developmand 7313 9-15-72 $ 8
524-15-290-091 7537 1-20-75 164
$ £51 £ 45]
Irdustcial Devel, Bank 71-21 11-13-70 § 1,423
Loan 324-L-018 ' 73-1 8-18-72 1,442
5724-26-920-069 75-37 1-20-75 1,910
$ 4,775 $ 4,775
TOTAL $ 5,226 $ 5,726

¥ote: DBoth projects have heen completed, Howaver, in Project 524-15-
209-091, which included ftuaacial support to the Nicaraguan
Export Promotion Cent.o, about $28,000 remains urdisbursed peunding
receipt of final reiwmbirsement request. Mission is taking appro-
priate acticn.





