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January 20, 1975
 

To : Distribution List 


From • Area Auditor General, Latin America
 

Sktbject: 	Nemorandum Audit Report of USAID Nicaragua's Industrial Devel

opment Projects, Report 1-524-75-37.
 

,_dited two USAID Industrial Development projects as of Decem

ber 31, 1974. One project, a $4.8 ,di lion loan (524-L-018) was comple

ted in Ju:-e 1974 and the other, a $67-9,000 technical .ssisLance grant 

was coJrple ted at the end of 1974. Our main purpose was to determine 

.>f objecttiv .m ,lore achiCved in terms of the planning documents and if 

the A-iL.;ion 1i preparing for ani orderly tecrmiration of the projects. 

In perforim. nc our limited review we used g.enerally accepted au

ditin, standaris giving due cons ideration to AID regulations. This 

rel~ort, h:ich c ontains onrc recomendation, was; preented to MissionI 

I:aaagerenL for review prior to publication and incorporates their com-

Prior aidit repo-ts provide detailed background information on the 

two projectL; discussed herein. In summary, they were designed to pro

vide lob,, cost capital to an industzial development bank for sub-lending 

to high-risk industries (Loan 01.3, project 524-26-920-069, INFONAC); 

and to strongthen the Nicaraguin Cha,,ber of Industriet (CADIN) to render 

it capable cf f;olidifying and providing guidance and direction to the 

inaustrial conriunity (grant project 524-15-290-091). 1he objective wa3 

to stimulate industriai. production and increase exports. A financial
 

and audit cve rage sumiiary appears on page 4. 

Uder bcrh projects we believe objectives were satisfactorily 
achieve'd. Through Lnan 013 (and its precursor Loan 009) Ehe bank pro

vid.d sub-lo ia and equity financing for 91 (of a targeted 100) high

risk enterprises. This financing assisted in the creation of seven new 

firms, and the eypansion and more effective operation of .114 other firms. 

Moreover, the bank, with AID financial and technical support has appar

ently developed its internal operation to a degrec where future sub-loan 

activity can be continued without further external assistance. Annual 

operating losses ,f about $1,106,000 in 168 have been reduced to 
$245,000 in 1973. 



As a result of AID's $479,03D grant assistance since 1971 to the 
Chamber of Tndustries and the Export Promotion Center, more than fifty 
indusarioh have recivcd technioa.l assistance in augmenting their export 
maikets threagh training, studies and other research activitins on man
agement, mirkctLng, production, technology and finance. A1thu;'h many 
of the SL'0. wele lost or destroyed i he December 1972 cai .quake, 
th' ,haeib,.- had established the capability whereby it was able Lo ini
tiate ,nd complete an analysis for determining the fixed investment arnd 
working capital Lecd:ircments of the: Nicaraguan industrial sector. This 
aaal; i was used by the Government of Nicaragua in its restruLuring and 
n-signifv of cmergency priorities resulting from the earthquake. Also, 
Chanber and Export Cencec employees' salarics, once paid through AEP 
grant iunds, are now being paid directy by thair respective C.eployers. 
Lerls-n.on Las been introduced into the Ni:araguan Congress whereby 
tin Export Promoti n Cnter which currently conp li:rents the Centra! 
Bank'; DXpa£'tent of Terhnr ., Investigatio:n, . ill be v o';anized at 
a :ejaratc lc.al entiLy. Once this decreu is cificLial, the Center 
expects ra rolcciv. an annunl cmbind btdgei of near.y $250,0,P from 
the Covc.,.enr of Nicc ragun and the Nicaraguan (ert.cal Pank. 

Witth minor exceptions, Mission v'ui.toring of the t..o projects 
was pavi.ed in a sound ma"ner tihtoughout che liKc i each Projet. 
T. y-t pro e,'t, terminated o, December 1, 197h, and a ii:.A Proj cr 
App -,?.Ls l UepOrt is s otedule1 to be :ereparcd. Our review., of docuriants 
suppurc- g 58 prticipant ..ho tacm.ve.i lit ted trainin, in various 
fields of industrial dovelopnm-t dI:scLioSed no manage;- al deiiciencies. 
The loan appears no have been ipirm:nted in a similar manner, except 
that n~o Fine l Loan Report had been prepared. Since the loan was com
pleti in June 1974, a final report should be filed. 

Recornandation 1 

1JSAID/Nicar:.tgua ahould prepare a Fin,! Loan 
Report for Loan 524-L-018, as required by H.O. 
1.264.1, Section IV. 

.The W;cara',uan Government was recq'i ed by Loan Agreement 018 to 
reimburse the bank for operat.in, losses incurred during Lte life of 
rho loan. it has satisfactorily fulfilled this requireoent aid as of 

- 2 

http:operat.in
http:Lerls-n.on


Deceinber 31. 19/3, total ribti sed lcsses amowunted tco narly 
$4 n4 ,cn. 

Prior audit: ieport r- coumrendations have been cleared and 

past &t:iciencies appeared to iivu been corrected in a satis ac

tery mrainer. 
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PROJECTSINDUSTRIAL EvuOPMENTUSAID/fICARAGUA 
AUDIT COVERAGEANtD VALIE OFOF U.S CONTRIBUTIONSCHEDULE 

AS OF DECEMBER 1974 

DISBIJRSENTS CO'JRA;E 
(INAUDIT REPOI'r (IN

P UJlGT OR LOAN 
N-. !.-'? 4 DATE THOUSANDS) THOUSANDS) .... A"UB 

/h: !ustrial Dev.elopfl - 9-15-72 $ 83~ 73-13 
36b

7-. 37 1 .20-75 
5.,%-15-290-091 

$ i 5 

1,42371-21 11-13-70BinkIr,,4iisc-ial Devel. 1,44273-1 S-18-72 .... 524-L-185'4?_24O-.6 75-37 1-20-75 1,910
 
"- $ $
4,775 4,775
 

$ 5,226 
 $ :,226
 
TOTAL 


in Project 524-15, completed. H',evr.
Note: Both projects have 

to the Nicaraguanf!viancial tllpport290-091, whi.ch included 
pci ir.grenains undisbursulaen..r, $28,000eboutExr>r.t Promotion 

Mission is t-lt.irg ipprurequesL. 


p., ate actioGn.
 
,cc,,ipt of final relrabvrsenient 
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