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AID-DLC/P-678 
MMORANDUM FOR 	 THE DEVELOPMENT LOAN COMITTEE 

SUBJECT: 
 Housing Guaranty Applications - 1966 Program -
Brazil
 
Request for Guaranty Authorization
 

There is presented for your review and consideration a
discussion of the recommendations and issues resulting from the
feasibility studies of projects submitted under the 1966 Program

for Brazil.
 

I. 	INTRODUCTION AND BACKGROUND SUMMARY
 

A. 	Tentative Allocation for Brazil
 

A tentative allocation of $18 million was made for Brazil.
 

B. 	Total Applications
 

The Agency received a total of seventeen (17) applications
for 	Brazil. 
One 	of these was returned to the sponsor because of
non-conformity to the program guidelines and two were never
re-submitted by the sponsors after they had been returned for
incompleteness. 
The 	remaining fourteen (14) applications which
received pre-feasibility studies requested a total in proposedguarantied loan investments of $50,283,807. 1/ 
C. 	Approved ,for Feasibility Study
 

At its meetings of September 8 and 27, 1967, the HGRC approvee
seven (7) projects for full feasibility study. 
The 	value of these
projects, as approved for feasibility studies, was $26,000,000.
 

D. 
Conditions of HGRC Approval for Feasibility Study
 

The Committee set as conditions to the final approval of
 
mortgage credit institution projects HG#14 and HG#15 that:
 

1. 	They must agree to terminate all manifestations or vestiges
of contract or "linked" savings and change to a system of
purely free savings; 

2. and the current system, which utilizes savings as !oanz 
to
companies or projects in which association directors 
 f
or employees may have a direct or indirect financial 
itereCt
must also terminate.
 

These conditions have been agreed to.
 

Beeir Annex 2 for a full list of projects submitted.
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II. SUMRY AND RECOMENDATIONS 2/ 

A. Summary 

A summary of the projectsecommended for guaranty authoriza­
tion is included herewith as(Annex 1. 

Project HG#5, Domus Mariae, which was listed as priority

number 2 in the recommendations for feasibility study has been
 
withdrawn by the sponsor. Therefore, although it did receive a
 
full feasibility study, it has been excluded from any further
 
discussion in the memorandum.
 

B. Recommendations
 

1. Upon the basis of its analysis of the applications and the
reports of USAID, FHA and the Washington Savings and Loan Association,

LA/HUD recommends approval of the following projects, in the amounts
 
indicated for guaranties: ./
 

a. HG#1 $2.7 million
 
b. HG#3 4.9 million
 
c. HG#7 3.0 million
 
d. HG#9 3.4 million
 
e. HG#14 3.0 million 
f. HG#15 1.0 million
 

TOTAL $18.0 million 

2. LA/HUD further recommends that the entire $18 million be

provided in the form of a loan to the Banco Nacional de Habitacao
 
(BNH). 
 The contracts would specify the sub-lending to the various
 
approved appl;icants. This recommendation is more fully discussed
 
in Section IV, below.
 

III. PROJECT DESCRIPTIONS
 

A. HG#1 - Applicant: Gomes de Almeida ($2.7 million)
 

This project consists of 650 semi-detached expandable two­
bedroom houses to be located in a suburb 
of 	Sao Paulo.
 

The project was submitted in the Local Participation category

and requested a guaranty on $2,742,187 of U.S. Investment with
 
$914,062 to be invested by the Brazilian local participant.
 

2_/ See Section V for proposed implementation procedures.
 

/, 	See Section III for a general description of each of the projects

recommended for guaranty and 
Amex 1 for a summary list of 
these projects.
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The applicant has submitted a very fine site development plan
 
that eliminates any type of through traffic from the community.
 
The streets are generally curved and parks and other public spaces
 
are dispersed throughout the development.
 

An automatic home owners' association is proposed and the owner­
ship of the following facilities will be vested in this association:
 
Community building, one house for project manager, fully developed
 
park and recreation spaces, a church site, a health center, a police
 
station and a second house for use of a social worker.
 

B. HGO3 - Applicant: Gomes de Almeida ($4.9 million)
 

This project consists of 1,150 semi-detached expandable two
 
bedroom houses, to be located in a suburb of Rio de Janeiro,
 

The project was submitted in the Local Participation category
 
and requested a guaranty on $4,936,950 of U.S. Investment with
 
$1,645,650 to be invested by the Brazilian local participant.
 

The applicant has submitted a very fine site plan based on
 
pedestrian oriented traffic. It includes a system of walkways
 
between the houses and only limited vehicular roads. Schools, parks,
 
commercial facilities and public spaces are well dispersed throughout
 
the development.
 

The sponsor proposes an automatic homes association to own and
 
manage the following community facilities: a community building,
 
one house for a project manager, 12 playgrounds, a soccer field
 
and other recreational facilities, many small parks and green areas,
 
a church site, a health center, a police station and a second house
 
for use of' a social worker.
 

I 

C. HG#7 - Applicant: Cia, Brasileira de Paviementacao e Obi'as ($3.0 million)
 

This project consists of 776 detached, two and three bedroom
 
houses, to be located in a planned satelite community on the out­
skirts of Sao Paulo.
 

The project was submitted in the Local Participation category and
 
requested a guaranty on $3,036,573 of U.S. Investment with $1,012,191
 
to be invested by the Brazilian local participant.
 

The Leo A Daly firm has planned a satelite community to function
 
as a complete entity, having its own industrial, commercial,
 
institutional and residential areas. The application under considera­
tion encompases one of the residential areas.
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One of the features of the proposed development plan is that
 
only 50% of the land area will be used for residential purposes.
 
The remaining 50% will include open spaces and streets.
 

The sponsors of this project are planning to butild panels
 
wtilizing the "Panel Lock" system developed by the Lockhead
 
Aircraft Service Co. This should be a substantial step forward
 
in the construction of houses in all underdeveloped areas.
 

D. HG#9 - Applicant: The National Housing Bank (BNH) and the 
National Steel Company (Cm) ($3.4 million)
 

3,067 one and two bedrrom detached houses are proposed in
 
Volta Redonda, which is the site of the CSN.
 

The project was submitted in both the Local Participation and
 
Cooperative categories. The applicant has since advised USfiID that
 
they would prefer to proceed with this project without the coopera­
tive features.
 

A Guaranty of U.S. Investment in the amount of $5 million was 
requested and Local Participation in the amount of $3.5 million is
 
projected. It should be pointed out that proposed local partici­
pation would amount to slightly more than 41% of the total 2ong-term

financing. This amount is substantially above the 25% participation
requirement for oligibility in this category. 

The FHA has advised LA/HUD that this project is feasible at the
 
reduced amount proposed, however, it is possible that the BNH and 
CSN will increase their contributions to maintain the original
 
project size.
 

This proj'ect is associated with a planned expansion of the
 
steel mills over the next few years which must have adequate hous­
ing to accommodate the expanding number of employees.
 

E. HG#I14 - Applicant: Economia, S.A. ($3.0 million)
 

This applicant is a Credit Institution located in Belo lorizonte
 
and licensed to function in the states of Minas Gerais, Goias and
 
Espirito Santo and the Federal District of Brasilia.
 

The application is for a guaranty of a U.S. Investment of
 
$3 million.
 

The applicant is a Society of Credit and Investment (a stock
 
company Savings and Loan Association) and it was authorized to
 
expand its operation to including the housing field by the Central
 
Bank of the Republic in August 1964. The guarantied loan will bE
 
used for general mortgage re-lending.
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F. HG#1 5 - Applicant: Minas Oeste, SA. ($1 .0 million) 

This applicant is a credit institution located in Belo 
Horizonte and licensed to function in the states of Minas Gerais,
Goias and Espirito Santo and the Federal District of Brasilia. 

The application is for a guaranty of a U.S. Investment of
 
$3 million.
 

The applicant is a Society of Credit and Investment and it
 
was authorized to expand its operation to including the housing

field by the Central Bank of the Republic inAugust 1966. The
 
guarantied loan will be used for general re-lending. WF has
 
indicated that the reduction in the amount of loan will not create
 
any problems for the applicant.
 

IV. DISCUSSION 

A. Issues
 

1. Host Government Guaranty
 

Brazil falls into that group of countries for which a
 
host government guaranty of the devaluation risk is a condition
 
precedent to the issuance of a contract of guaranty.
 

Only one of the applications, HG#9 (BNH and CSN), proposed 
a government guaranty of repayment. The remaining application
proposed that GOB would cover the devaluation risk by utilizing
the Exchange Rate Compensation Fund (described in para 4, below). 

However, in subsequent discussions with the BNH, it has
 
been proposed that the BNH act as borrower for the entire $18

million. LA/HUD believes that such a procedure would be in the
 
best interests of all parties. It would provide a GOB guaranty

and it would provide tax exemptions for the U.S. Investment
 
(described in para 5, below). 

A full faith and credit guaranty by the GOB is a condition 
precedent of this proposal and is 
so stated in the Guaranty

Authorization and Letter of Advice.
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2. Sjn±ge jorror 

The 13-I, cratcd as a diw,,ision of the Treasuxy Department
in August i,.., is the most ambitious housing venture in the
history of the Alliance for Progress. Potentially the BNM
has very subcstantia! aszets and it is recpons.ble for a broad 
range of housing programs including the National Housing Plan
and the Hou:-ing Finance System. 

It has just chartered the first mutual savings and loan
 
institutions in Brazil.
 

Utilizing the BIIH ,-ill provide substantial participation
by A.I.D. in the de.velopment of the new savings an-' loan 
system, as well as the development of other Brazilian housing
policies. Particinstion in the formulation of EMI pnlic- is 
the irost ifpo.rtant A.I.D. housing and urban developOnt goal ii 
Brazil and the guaranty program, ,rill complement HUD technical 
assistance objrectives. 

Also, reo.llocution of ftuds, betweon projects, shot'2d it 
prove desirableo, can ba effectively and readily acco .plishd. 

3. Lju tb ra.e
 

Under Brazi.'s La; 4380, individual ho.'me rnortg es ll be
readjust'.ble it,aoco'-dancce i.ith tn index to be pusbiishod
quarter'ly by tht- 1inistry of Planning and General Ooordiation 
uider Decre;-iaw No. 322. 

4.,...cnv. :.nr-i-,:! s.. -1ur.,Co . Ti t2io n -­

Brazil's L.vaF564 creat a an changP :.ioax. Rate Compn
Fund frc;l ,;hich dollars vill b3 sold to the borrow'-d-iistrAt-r.
for repayment of the principal and intores; on tho gl'arazticd 
U.S. loan at a rate which will provide stLfficicnt dol!.rs to 
service th lon. There wil be, therefore, no exchange rate 
risk r b 110 the U.S. investor or k.I.D.h" rower, 

Law 2 ."4 " .T ,... L- a...o. 

w -862 _:emts 'e all interests a' co--aissions recei e - br
national or foreign invest.ors on loans made to the B!,*. fro.mtaxes. 

Decreo Law No. 7U.. of November 21, 1966, extended this 
e::ezion to othnr financial ir.situtions unfder the BE{I Lt'-i.: 
the anoucingtance stZ.x 



6., M taeInsurance 

Under Law 4380 a federd1l systemo cp~nieisxuc 
wa~s instituted', of .oeov-IOn'e 0thCoforageof'c-

S program -is-mrtgage insuranco.'- A 'featur6e of th e syi Os -om 

;~'~ iclusion o' automatic Co'i~eto coe11"o_0fth ~ c,
readj*ustable morgaes ' 

This systemn of insuraiice provides for pr1iato ujnder r. eIS 
to insure ther BNH or oothezle1r'g'ins itut1"0" against 'ids c 
investment re'sut 'g"'omdath 4or I;f disabily of th"~~i~O 
or from damage t~the-11property. 

7. ~Categories 

11 The six, ap , licatiohis tproposed for approv alwihnt 

of~the 'four a L'gories of the 1966 Progrcui., Ard~ 

8. Sales Price 4 

The four projects submitted in the Local ?arLicipation 
:,,Acategory all have sales prices within the.$6,500.)imitation. 

"Vestablished 
 in the Announcement for-this caeoy I The two 
Credit Institution projects will be utilized for rG lc...bng for 
houses witiiin the $t5, 000 liMitatioE for this ,category. 4 

9. Local ParticipatLion4 

AThree of the four projects4 in thi s category include loc,0. 

participation of' the minimum amount established in the ,Annouxice­
project, HG#9, proposes local prticipation 41 f,tve' lizg-tert, 
financing. 4>....~ 

10. Credit Insitutions 4~~44~ 

4:The two applicants -inthe credit-iristitut-l n c,-,-egc t~'.- t4 

both Sociedade's de Cr'edito4 'Iiuo iario7(SOI). Ln S=Ii'sboia..)>-. 
stock-oun Savings Association.4'ed and ILoai'Sa , . 

Present practice is,that an'SdI issues two Ua~esimoa2 
4

hue,,a Ifirst and- a' seco'6'd. The BNH then buysth'e fir-SA 
>"~'~-t~4§mortgage and, the SCI :holds the~second mortgage. 

.. 4~4tt.L'ending~hog the BJH, will thee forre ltia o 
loc'al participat'ion'-withi the SC old'ing 'tho secon a gg 

-,trJ10,BITH the first Vmortgage" 

. 4 4 
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B. USAID Position
 

The Mission has recommended approval of the six projects proposed
 
for guaranty authorization in this paper.
 

C. FHA Position
 

FHA recommends approval of the four ipecific projects, HG#1, 3, 7 
and 9, proposed for guaranty authorization herein. They consider the
 
houses to be marketable and the projects to be entirely feasible within
 
the recommended amounts.
 

D. Washington Federal Position
 

Washington Federal recommends that the two credit institution
 
applicants, HG#14 and 15 be approved in the amounts indicated. 
They

also have reviewed the other projects as to the capacity of the local
 
participants and indicate that they are fully capable to participate
 
to the amounts that they will be requirid to do so. 

E. Position of the BNH
 

USAID has consulted with the BNH and determined that the BNA{ has 
agreed to act as a single borrower for the entire guaranty amount and
 
to provide their own guaranty of repayment as an agency of GOB. 

V. PROPOSED IMPLFCNTATION OF GUARANTY AUTHORIZATION 

A. The OontracG of Guaranty 

It is proposed that a contract or contracts of guaranty be executed
 
with the BNH as a borrower in the amount of $18 million. This contract
 
or contracts shall specifically prescribe the distribution among the
 
various applicants as described in Section II.B.1., 
above.
 

B. Cost to Homeomers 

Because of the nature of the host government guaranty, there will
 
not be a monthly requirement of Reserve Fees by A.I.D. There will onl 
be a requirement of a monthly A.I.D. fee based on 1 of 1% per annum.
 

The rate for long-term financing in Brazil has fluctuated greatly

because of the relative non-availability of such money. Except for
 
social purpose long-term financing, which is subsidized by the B141, the
 
present prevailing rate being paid under BNH programs is 10% plus a
 
2.4% servicing fee. 
It should be pointed out that the lending institu­
tions pay an annual mortgage insurance premium of 0.18% of the face 
amount of each mortgage. Also, at present each homeowner pays an addi­
tional charge of 0.58% if the unpaid principal balance for hazard insurance 

The possibility and desirability of a reduction in these rates will

be thoroughly reviewed with the BNH during contract negotiations. 
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The present prevailing rate of interest, excluding service fee, 
would result in the following charges to the homeowners s 

1. 6j% Interest to U.S. Investors 
2. J% A.I.D. Guaranty Fee 
3. 1% GOB "aval" (Guaranty) 
4. 2% BNH Charges 

10% TOTAL 

LA/HUD, RHFreed:wp 
2/8/08 
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT EXHIBIT I 
II,~; . FEDERAL HOUSING ADMIWIISTRATION Attachment 1 

WASHINGTON, D. C. 2041'1 
Page 1 of 3January 10, 1968 


Mr. Peter M. Kimm
 
Deputy Director for Guaranties and Engineering
 
Housing and Urban Development Division
 
Agency for International Development
 
Washington, D.C. 20523
 

Re: Case Number Brazil HG #1
 
Category: Local Participation
 
City: Sao Bernardo do Campo
 
Feasibility Recommendation
 

Dear Mr. Kima:
 

We have copleted our preliminary review of the referenced case, an 
application for a housing investment guaranty from Gomes deAlmeida, 
Fcrnandes de Sao Paulo Engenharia S.A;, Sao Paulo, Brazil, for the
 
construction and sale of a housing project in Sao Bernardo, greater
 
Sao Paulo, Brazil. This review has consisted of a careful study and
 
analysis of the n=aterial contained in the sponsor's application as
 
well as a field inspection carried out during the period from
 
November 19 to December 8, 1967. 
A brief summary of the proposed

project, our findings and recommendations are.as follows:
 

A. Summary
 

1. Sponsor: Gomes de Almeida, Fernandes de
 
Sao Paulo Engenharia, S. A.
 

2. Fost Country Investor: Prefeitura Municipal de Sao Bernardo
 
do Campo
 

3. Construction Finance Source: 
 Omnium Financeira S. A.,
 
Rio de Janeiro
 

4. Borrower: A subsidiary corporation of Gomes de Almeida and
 
its associates to be formed.
 

5. Amount of Guaranty: $2,742,187 US (Requested)
 

6. Purpose: To guaranty the principal of a loan made by U.S.
 
investors for the long-term financing necessary for a local
 
participation,project in Sao Bernardo do Campo, greater
 
Sao Paulo area, Brazil.
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7. Project Dcscription: The application dated September 7, 1966,
proposes the construction and sale of 650 single-family two­bedroom on-story scmi-detached dwellingo. 
 Public trancportation
available to the site consists of city bus service. 
The fares
range from $0.05 to 40.12 US from the site to the central busi­ness districts and the principal places of employment, at dis­tances from 2 to 12 miles. Hospitals, churches, shopping facili­ties, a 12-room school and firc protection are within reasonableproximity to the site. 
A sports field, children's playground,
community center, health center and police station will be con­structed by the sponsor within the boundaries of the proposed
subdivision. 
The electric distribution system will be constructed
and maintained by the Sao Paulo Light, S. A. 
The sponsor proposes
individual septic tanks connected to community collectors facili­tating future connection to a public system. 
The streets, water
supply, sanitary sewer system, storm sewer system and parks will
be received and maintained by the Municipality. 
A homeowners'
association will be formed to provide for the maintenance and
operation of the green areas, athletic fields, community buildings
and playgrounds. The estimated total selling price of the project
is t4,062,500 US. 
The long-term U. S. investment of $2,742,187will be secured by 20-25 year mortgages at a competitive allowableinterest rate. 
A 100 percent gaaranty is requested by the sponsor.
Downpayments of 10 percent of the sales price .ill be required.Prefeitura Municipal de Sao Bernardo do Campo will participate
financially in providing $914,063 US long-term investment for a
20-year amcrtization period at a competitive allowable interest
rate. 
Omnium Financeira S. A. of Rio de Janeiro has expressed
interest in writing 
to lend $275,000 US for construction fi­nancing. 
The sponsor will provide additional interim financing
as required. 
No host country guaranty of the repayment of the
 
U.S. investment is proposed.
 

The sales price for the dwelling unit proposed is $6,250.

This price is consistent with the ceiling of $6,500
established by AID for tne local participation category.

The approximate 'monthlyincome required to purchase these
unit s with 10 percent downpayments and a composite interestrate of 10 percent on a 20-year mortgage would be $218. 

Total estimated sales price--------------- $4,062,500:Downpayments of 10 percent---------------- $ 1106,250 
Total mortgage ----------------------------- ,56;250
Local participation----------------- A 6
Total guaranty required- ------------ - -2p-7-2,17 

B. FHA Findings
 

Our findings in the field and other investigations indicate the &pon­aQrsbip to be reasonably sound and capable of successfully carrying, 
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out a project to a succCssful conclusion. The site and it- location
are considered acceptable. The development costs are considered gen­erally reasonable. 
The building program is considered appropriate
for the income group to which the projcct is directed. There ic a
market for tne dwellings at the price proposed, and the rate of
absorption is such that the units can be sold in the 24-30 month

construction period proposed.
 

C. Recomncldations
 

Based on its review of the proposal, the Federal Housing Administration
considers the sponsorsnip to be sound and capable of successfully
carrying out this project, and recommends that AID give favorable
consideration to the application.
 

If AID iszuos a letter of advice, we request that it include a st'pulation
that the sponso- with his technical staff confer with the staff of the
international Division, FA,
at a mutually convenient time and prior to
the sponsor's preparation of the working drawings, specifications and
other exhibits that will be required for a more intensive review of the
proposal.
 

Sincerely yours,
 

William N. Womelsdorf
 
Director
 
International Division
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awl. 1*. 	 DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT EMIBIT II!" 
, l.IAl ,FEDERAL HOUSING ADMINISTRATION Attachment 2 

WASHINGTON, D.C. 20411 Page 1 of3 

January 10, 1968
 

Mr. Peter M. Kimrna
 
Deputy Director for Guaranties and Engineering
 
Housing and Urban Development Division
 
Agency for International Development
 
Washington, D. C. 20523
 

Re: Case Number Brazil HG 03.
 
Category: Local Participation
 
City: Jacarepagua
 
Feasibility Recommendation
 

Dear Mr. Kimm:
 

We have completed our preliminary 	review of the referenced case, an
 
application for a housing investment guaranty from Gomes de Almeida,
 
Fernandes Engenharia e Construcoes Ltda, Rio de Janeiro, Brazil, for
 
the construction and sale of a housing project in Jacarepagua, greater
 
Rio de Janeiro, Brazil. This review has consisted of a careful study
 
and analysis of the material contained in the sponsor's application as
 
well as a field inspection 	carried out during the period from November
 
19 to December 8, 1967. A brief summary of the proposed project, our
 
findings, and 	recomnendations are as follows:
 

A. Summary
 

1. 	Sponsor: Gomes de Almeida, Fernandes Engenharia e Construcoes,
 
Ltda., Rio de Janeiro
 

2. 	Host Country Investor: Instituto de Previdencia do-Estado da
 
Guanabara (IPEG), Rio de Janeiro
 

3. 	Source of Interim Financing: Bozano, Simmonsen, S. A.,
 
Rio de Janeiro
 

4. Borrower: A corporation to be formed.
 

5. Amount of 	Guaranty: $4,936,950 US (Requested)
 

6. Purpose: 	 To guaranty the principal of a loan made by U. S. in­
vestors for the long-term financing necessary fo a local partic­
ipation project in Jacarepagua, greater Rio de Janeiro area.
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7. Pr5ject Decription: The application dated Sepzenbcr 7, i9f6, 
proposes the construction and sale of 1,150 single-family, two­
bedroom, one-story seni-detached dwellings. Public transpor­
tation available to the site consists of city bus service. 
The
 
fares range from $0.05 to $0.10 US from the site to the central
 
business districts and the principal places of employment, at
 
distances from 1 to 15 miles. Hospitals, churches, shopping
 
facilities, sct,,ls, and police and fire protection are within
 
reasonable proximity to the site. 
A sports field, children's
 
play-roind, community center, health center, polic 
 rtrtion and
 
two elementary schools will be constructed by the sponsor within
 
the boundaries of the proposed subdivision. The electric dis­
tribution system will be constructed and maintained by the Rio
 
Light Company. The sponsor proposes individual septic tanks
 
-cnnected to community collectors facilitating future connection
 
• a public system. The streets, water supply, sanitary sewer
 
.>tir, 
storm sewer system and parks will be received and main­
tained by the Municipality. A homeowner's association will be
 
-..
rmed to provide for the maintenance and operation of the green
 
areas, parks, playgrounds, athletic fields, private streets and
 
zoraunity center. The estimated total selling price of t:e pro­
ject is $7,314,000 US. The long-term U. S. investment of $4,936,950

will be secured by 20-25 year maortgages at a competitive allowable
 
interest rate, A 100 percent guaranty is requested by the sponsor.

Do-wnpaymcnts of 10 percent of the sales price will be required.

The Instituto de Previdencia do Estado da Guanabara will partici­
pate financially in providinF; $l,645,650 US long-term investment for
 
a 20-year amortization period at a 10 percent interest rate on
 
the declining balance with an additional charge of a 2 percent

discount. Bozano, Sir.monsen S. A. of Rio has expressed interest
 
in writing to lend $500,000 US for construction financing. The
 
sponsor will provide additional interim financing as required.

No host country guaranty of the repayment 'of the U. S. investment
 
is proposed.
 

The sales price for the dwelling units proposed is $6,360.

This price is consistent with the ceiling of $6,500 estab­
lished by AID for the. local participation category. The
 
approximate monthly income required to purchase these units
 
with a 10 percent downpayment and a composite interest rate
 
of 10 percent on 20-year mortgages would be $221.
 

Total estimated sales price--------------------- $7,314,000
 
Downpayments------------------------------------
 731,400
 
Total mortgage--------------------------------- $6,582600
 
Local participation-------------------------------$1,645,650
 
Total guaranty required------------------------ $4,936,950
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Our finding. in the field and other investigations indicate the spon­.orship to be reasonably sound and capable of successfully carrying
out a project to 
a successful conclusion. 
The site and its location
 are considered acceptable. The development costs are considered
generally reasonable. 
The building program is considered appropriate
for the income group to which it is directed. There is a market for
the dwellings at the price proposed, and the rate of absorption is
ruch thnt the units can be sold in the 24-30 month c .. itruction period
proposed.
 

C. Recommnendations 

Based on its review of the proposal, the Federal Housing Administrationconsiders the sponsorship to be sound and capable of successfully
carrying out 
this project, and recommends that AID give favorable

consideration to the application.
 

If AID issues a letter of advice, we recuest

that the 

that it include a stipulation
e.on.zor with his technical staff confer with the staff of the
international Division, FHA, at a mutually convenient time and prior to the
sponsor's preparation of the working drawings, specifications and otherexhibits that will be required for a 
more intensive review of the proposal.
 

Sincerely yours,
 

William N. Womelsdorf
 
Director
 
International Division
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January 10, 1968
 

Mr. Peter M. Kimm
 
Deputy Director for Guaranties and Engineering

Housing and Urban Development Division
 
Agency for International Development

Washington, D. C. 
20523
 

Re: Case Number Brazil PC #7
 
City: Itaquera
 
Category: Local Participation
 
Feasibility Recommendation
 

Dear Mr. Kimm:
 

We have completed our preliminary review of the subject case, an appli­cation for a housing investment guaranty from Continental Homes, Inc.,
Washington, D. C., 
for the construction of a housing project in Itaquera,
greater Sao Paulo, Brazil. 
 This review has consisted of a careful study
and analysis of the material contained in the sponsor's application as
well as a field inspection carried out during the period from November 18
to December 7, 1967. 
 A brief summary of the proposed project, our findings

and recommendations are as 
follows:
 

A. Summary
 

1. Sponsors: Continental Homes, Inc., 
Cia. Brasileira de
 
Pavimentacao e Obras, Sao Paulo, Cia. Agricola

e Pastoril, Sao Paulo, and Itaquera, S. A. Sao
 
Paulo
 

2. Host Country Investor: dia. Agricola e 
Pastoril and Cia.
 
R-41-ira de Pavimentacao e Obras


3. Construction Finance: 
 Companhia Brasileira de Pavimentacao
 

e Obras
 

4. Borrower: Itaquera, S. A.
 

5. Amount of Guaranty: $3,036,573
 

6. Purpose: To guaranty the principal of a loan made by U. S,
investors for the long-term financing necessary for a local
participation project in Itaquera, greater Sao Paulo, Brazil.
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7. 	Proicct Descrlintion: The application dated Septembcr 13, 1966,
proposes the construction and salo of 776 single-faily tw:o- and
three-bdrom one-s tory drLaclhec dwellings. Public transportationavailable to the site C,,..-.xts oiicity bus sorvice. The fares range from $0.06 to $0.10 US fror.; the site to the central businessdistrict and the principal places of employment, a distance offrom 3 to 10 miles. Schools, shopping facilities, hospitals,churches, police and fire protection are within reasonable prox­imity to the site. Areas have been reserved within the proposed
subdivision for schools, shopping facilities and playgrounds.
The water supply, sanitary sewer systen, storm'sewer systemand conmmon areas are proposed to be maintained by the homeowners'
association. 
The electrical system will be received, operated
and maintained by Sao Paulo Light. 
 The 	streets, parks, and
schools will be maintoi ned by municipal agencies. The esti­mintea total selling price of the project is $4,498,628. The long­
tc
r US investment of $3,036,575 will be secured by 20-year mort­gages at a competitive allowable interest rate. 
A 100 percent
guaranty of this amount is requested by the sponsor. Downpayments

of 10 percent of the sales prices will be required. Agricola e
Pastoril and Cia. Brasileira de Pavimentacao e Obras will partici­
pate with $1,012,191 in long-term financing for 20 years at an
intercst rate allowed by the Banco Nacional Habitacao. Cia.

Brasileira will use its oirn 
funding for construction financing

as required. 
 No host country guaranty for the repayment of the
 
U. S. investment is proposed.
 

The proposed cales prices are $5,657 for the 2-bedroom

unit and $6,202 for the 3-bedroom unit. These prices

are consistent with the ceiling of $6,500 established
 
by AID for the local participation category. The
 
approximate monthly income required to purchase these

units with 10 percent doimpayments and a composite in­
terest rate of 10 percent would be $196 for the $5,657

house, and $215 for the $6,202 house.
 

Total estimated sales price---------------- $4,498,628

Downpayments of 10 percent 
 t9.862
 
Total mortgages----------------------------
 $4,048,766

Local participation------------------
------ 1..012.191lotal guaranty required of AID--------------$3,036,575
 

B. 	F.A Findings
 

Our findings in the field and other investigations indicate the spon­sorship to be reasonably sound and capable of successfully carrying
out 	a project. 
The 	site and its location are considered acceptable.
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The development costs are considered generally reasonable. The
 
building program is appropriate for the income group to which it
is directed. 
 There is a market for the dwellings at the price
proposed, and the rate of absorption in such that the units can
be sold in the 24-month construction period proposed.
 

C. Recommendations
 

Based on its review of the proposal, the Federal Housing Administration

considers the sponsorship to be sound and capable of successfully
carrying out this project, and recornends that AID give favorable
 
consideration to the application.
 

If AID issues a letter of advice, we request that it include a stipulation
that the sponsor with his technical staff confer with the staff of the
International Division, FHA, at a mutually convenient time and prior to
the sponsor's preparation of the working drawings, specifications and other
exhibits that will be required for a more intensive review of the proposal.
 

Sincerely yours,
 

William N. Womelsdorf 
 J 
Director
 
International Division
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January 15, 1968 

Mr. Peter M. Kimm
 
Deputy Director for Guaranties and Engineering

Housing and Urban Development Division
 
Agency for International Development
 
Washington, D. C. 
20523
 

Re: Case Number Brazil HG #9 
Local Participation & Cooperative 

Ca tegories 
City: Volta Redonda 
Feasibility Recommendation 

Dear Mr. Kf.mm:
 

We have completed our preliminary review of the referenced case, an
application for a housing investment guaranty from the National Housing
Bank of Brazil, for the construction of a housing project in Volta
Redonda, Brazil. 
 This review has consisted of a careful study and
analysis of the material contained in the sponsor's application as well
as a field inspection carried out during the period from November 18
December 8, 1967. to
A brief sumary of the proposed project, our findings.
and recommendations are as follows:
 

A. Summary
 

I. Sponsor: Banco Nacional Habitacao (BN11) Rio de Janeiro, Brazil.
 

2. 	Builder: Imobiliaria Santa Cecilia S. A. (CECISA) a subsidiary

company of Companhia Siderurgica Nacional (CSN).
 

3. Borrower: A cbnporation to be formed.
 

4. Host Country Investor: 
 Banco Nacional Habitacao, Companhia
 
Siderurgica Nacional
 

5. Construction Finance Source: 
 Banco Nacional Habitacao,
 

Companhia Siderurgica Nacional
 
6. Amount of 	uaranty: $5,000,000 (Reqbested)
 

7. Eost CountryGarantor: The Central Bank of Brazil..
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Purpose: To guaranty the principal of a loan for the long-term

financing necessary for a loca1 participation-cooperative housing
 
project in Volta Redonda, Brazil.
 

9. 	Project Description: The application dated September 9, 1966, 
proposes the construction and sale of 3,067 expandable one- and 
two bedroom single-family detached dwelling units. Public 
transportation available to the site :is provided by city bus
 
service. 
The fare is $0.03 US to the central business district
 
of Volta Redonda and principal places of employment, a distance
 
of I to 2 miles. Schools, shopping facilities, hospitals,

community centers, police and fire protection are within reason­
able proximity to the site. Areas are reserved on 
the proposed

site for a school, community center, church, playground and
 
commercial shopping facilities. It is proposed that a homeowners­
arsociation be formed to maintain the 
common areas, promote social
 
activities, and enforce local restrictive covenants, 
 The 	streets,
 
water supply, sanitary sewer system, storm sewers, parks and green 
areas are 
to be maintained by the local municipality, and the
 
electrical distribution system by Rio Light, S. A. The total
 
estimated selling price of the project is $9,995,550. A down­
payment of 15 percent of the sales price will be required. It
 
is proposed that the long-term U. S. investment of $4,248,109 
be secured by a 20-year mortgage at a competitive allowable
 
interest ratc. A 100 percent guaranty of this amount is
 
requested by the sponsor. EMII 
 and 	 CSN will provide the local
participation in the long-term financing in the sum of $4,248,109.
A host countiy guaranty of the repayment of the U. S. investment 
is proposed.
 

The proposed sales prices range from $3,160 to $3,390
 
with on average sales price of $3,259. These prices
 
are within the ceilings established by AID for the
 
local participation and cooperative categories. 'lle
 
approximate monthly income required to purchase these
 
dwclling -units with a 15 percent downpayment and a 
composite interest rate of 10 percent on a 20-year
mortgage would be $102 for the $3,160 unLts ranging 
to $111 for the $3,390 units. 

Total estimated sales price --------------$9,995,550 
Downpayments of 15 percent--------------- $1,499.332 
Total mortgage------------ --------------$8,496,218 
Local participation of 50 percet--------09 
Total guaranty required of AID----------- $4248109 
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B. FILA Findings
 

Our findings in the field and other investigations indicate the
sponsorship to be sound and capable of successfully carrying out
the project. 
The site and its location are generally acceptable.
The proposed building program is considered appropriate for the
income group to which it ir directed. The development costs are
considered reasonable. There is 
a market for the number of dwelling
units at the sales prices proposed and our estimate of the rate of
absorption is such that the sponsor can reasonably expect to sell
approximately 3,000 units in the 36-month construction period

proposed.
 

1. Cooperative Category: 
 Our findings in the field disclosed
that the sponsor proposes to withdraw the "Cooperative" category
submitted with the application. 
In lieu of the cooperative, the
homeowneers' association as provided in the application will be
ut 1.41i-cz for the purpose of providing continued maintenance of
common areas, promotion of social activities and enforcement of
local restrictive covenants. 
We believe the withdrawal from the
cooperative category will not adversely affect the feasibility of
the project.
 

2. Site and Location: 
 The location of the proposed site with
respect to transportation, places of employment, schools, public
facilities and utilities 
is satisfactory. However, the site adjoins
the Paraiba River and the topography ranges from marsh land
well-drained terrain. to
The low area will require a substantial amount
of controlled fill to bring it to a level suitable for b,,ilding
purposes. 
Thp builder has sufficient equipment and available fill
on the site for this purpose. 
We believe it is economically feasible
for the sponsor to accomplish the required fill and to maintain
development cqsts as proposed.
 

An alternate site under consideration by the sponsorship was also
examined by our field 
team. 
This site is situated at a higher
elevation, well-drained and wiil present only minor cite development
problems. In addition, it is located closer to the central business
district and places of employment. In 
our Judgment, the sponsor
should be encouraged 
to use this alternate site.
 

C. Reco-endations
 

Based on its review of the proposal, the Federal Housing Admnistra­tion considers the sponsorship to be sound and capable of success­fully carrying out a project and recommends that AID gLive favorable
consideration to the application,
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H. COURGHON I of 20 
Pro Ident Che trman of the Boird 

January 17, 1968 

M4r. Peter M. Kimm 
Deputy Director for
 
Guaranties and Engineering
 
LA/HUDD - Room 2242
 
Agency for International Development

Department of State
 
Washington, D.C. 20523 

Re: Feasibility Rcport

Brazil HG-14
 
Economisa SeA. 

Dear Mr. Kimm: 

We recommend the issuance of a guaranty for the above captionedapplication submitted by Economisa S.A. under category #4
(Mortgage Credit Institutions), subject to the following terms 
and conditions­

1. Borrower: Banco Nacional da Habitacao (BN)should act asthe borrower of the U.S. funds. BNH must earmark the fundsfor the use of Economisa. For more information, see Section'
IX of Special Report-BNH. 

2. Amount of Guaranty: $3 million.
 

3. Amortization Period: 
 25 years from the date of disbursement
 
of the respective installments of the loan.
 

4. Interest Rate and AID Fee:
U.S. Investor Interest Rate (at present) 6.5%

AID Fee 
 0.5

Total 
 7 %
 

1701 Meridian Avenue 1i34 *aahlngton Avenue 1133 Normandy Drive 639 N.IE. 1 67th StreetMiami Moch, PIA. Miami Beach, Pie.Miami beach Miami Beach, Pl.Phone Ji 1-2432 North Miami Beachs North Miami Beach, Pin.Phone 945-7478 Broward countys Phone 53-4311 
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DB,.!1'GAVINGB ANO LOAN ASSOIATION Or .A'1 

ir, Peter M. Kinmn 
Pace 2 
January 17, 1968 
Re: Brazil HG-14 (Economisa S.A.) 

5. 	 l ocal Guarant: 
A) The full guaranty of the Government of Brazil through
 

BNI, 	 and BNH's net worth. 

B) Specific Jollateral of the individual mortgages insured
 

by the local consortium of insurance companies.
 

C) 	 The net worth of Economisa S.A. 

6. 	 A commitment must be submitted to AID by the U.S. Investor (s) 
within 60 days of the date of the guaranty approval, express­
ing willir:7ness to provide the long term investmont, speacify.. 
ing the amount, interest rate and terms of the loan. The 
effective term for the disbursement of the loan amount should 
be for a period of no less than 2 years from the date of th 
sjgnincj of the Contract. of Guaranty. 

7. 	 The disbursement of the loan will be made in installments of 
no less than $i00,000 each, over a period of 2 years trota the 
dare of the signing of the Contract of Guaranty. 

8. 	 During the term of the Loan Agreement, the total unpaid
 
principal ba~ance of the individua. mortgagcs given zc specitic
 
collateral of the U.S. Investment should be approximately 105% 
of the unpaid principal balance to the U.S. Investor. This 
will 	insure a continuing effort to raise locza. capitp. through 
savings, thus strengthening the institution.
 

9. 	 Loans made by applicant in each specific site, including the
 
funds provided under this guaranty, should not be more than
 
10% of applicant's total loan portfolio.
 

10. 	 Net Return to the U.S. Investor: See Section VIII-F of Special
 
Report-BNH.
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fir. Peter M. Kimm 
Page 	 3 

January 17, 1968 
Re-	 Brazil HG-14 (Economisa S.A.) 

ii. 	Eligible mortgages should be limited to:
 

A) 	 Maximum selling price of $5,000 for land and house.
 

B) 	 Cloning costs of approximately 2% of the selling price.
 

C) 	 Monthly payments consisting of the following iteme:
 
1) Principal.

2) 	 Interest rate composed of:
 

Interest to the U.S. Investor (at present) 6.5%

AID Fee 
 0.5
 
BNH "aval" (Guaranty) (not yet determined)
 

approximately i.0
Interest spread for Local Institution 2_0

Total 
 10 %
3) 	 Hazard and Life Insurance: 
 1/12 	of the annual
 
premium, which at present is 0.58% per annum.
 
See Section IV-B of Special Report-BNH.


4) The cost of ortgage Insurance is absorbed by the

financial institution. See Section IV-A of Special

Report-BNH.
 

D) We recommend that the present policies of BNH and Economisa,

concerning the age of the house to be financed, minimum
 
property standards, maximum ratio of loan to value, Real
Estate taxes and mortgage insurance, be applied to these
 
mortgages.
 

E) 	 Amortization up to 20 years. 
The present mortgage policy
of Economisa should be adhered to. 
 If this policy is
applied, the term for repayment to the U.S. Investor will

be longer than the term for repayment of the individual
mortgages, thus making greater the number of new mortgages
that will be originated during the term of the U.S. Investment.
 

F) 	 The ratio of monthly payment to monthly family income

which is being used at present, per regulation of BNH,

should bo adhered to.
 

G) 
 All other present lending policies of Economisa and BNH

should be adhered to. 
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January 17, 1968
 
Re: Brazil HG-14 (13conomisa s.A.)
 

The attached report is submitted to substantiate our opinion. Inaddition, the Special Report-BNH should bo considered in orde.,r tomake a full study of the situation. 

We trust that this will be helpful to you.
 

Very truly yours, 

Jack D.Zv-,n 
Pres cnt 

By: I -. 

Dr. Bernardo Be-n.a.,

Vice President
 

Encls.
 
BB/lp
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R E P 0 R T 

TO: 	 Mr. Peter M. Kimm 
Deputy Director for Guaranties and Engineering 
LA/HUDD
Agency for International Development

Washington, D. C.
 

FROM: 	 Mr. Ja6h D. Gordon, President
 
Washington Federal Savings and Loan Association of
 
Ilipani Beach 

DY: 	 Dr. Bernardo Bcnec, Vicc-Presidant
 
Mr. George W. Hirsch, Financial Vice-President, and 
Mr. Carlos Feldman, Auditor 
Washington Federal Savings and Loan Association
 

RE: 	 FEASIBILITY REPORT
 
Brazil HG-14
 
ECONOMISA S. A.
 

CONTRLACT AID/la-381 (Regional) 

DURATION OF MOST RECEVNT TRIP 

November 27 through -.December 9, 1967 



l...A',!1ent, 1 

1'ce 6 o. 0 

I - G!'NERA~L 

Economisa S.A.is a private institution. It commenced its opera­
tion in October, 1963 as an Investment Bank specializing in.the 
financing of consumer goods, discount of commercial paper ind 
similar commercial financing operations with art initial capitzl­
ization of approximately US$37,000.00.
 

By Article 20 of La.,i 4864 of November 29, I. -., I-h. :nrct::,
Ban0ks were authorized to convert i-nto MLortgge IJ:: (So cicdde 
de Cr~dito Imtbiliario), The pre-requisite fox: this conversion 
was to increase the capitalization to NCr 500,000 (z0proxiMntely
US$185,000).. On Augusti0, 1966, Econkomisa inczcaz a ite 
capital to this amount and hired new management -rv operit! t­
mortgage bankin9 business. 

The major oci.... D . "_'- r .ecto s of , l Lo s 
that they wantcd2 to chhinge their operations to reai est :'­
financing because it ia a more solid business. They e;:pect to

realize profits of approximately 25* of their investment as 
coparcd to the 100" profits a year made by commercial >in}s,
They also feel that at present the consumer goods finncing

operation they were conducting was not as profitable rs previously

and they see an open market for financing real estate. 

Economisa ,is supervised by both, the National Housing Bank (BITEI)
and the Central Bank of Brazil. The National Housing Bank super­
vises Economisa through its superinterdency of financial Agencies. 

The main office of Economisa is centrally locat'dJ at V'race Rnul 
Soares 485, in the City of Belo Horizonte, M'inas Gerais. At 
present they have no branch offfices, although thcy are r-,lanning 
regulation to open one in the Capital City of Drazilia. liy
regulation, they may ()erate in the States of Goias, Mipiritu
Santo, Minas Gerais and the Federal District of Brwtili.a 

Economisa is the only Sociedad de Credito Imobiliario in,Bel> 
1orizonte which at present has a mortgage portfolio. 

A register of stockholders is enclosed As Exhibit #l.
 

http:US$37,000.00


--------- 
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I - F CIAL CA.A.h:riT 

Wa analyzed the Financial Statement, for the years during %,hi.hthey have been in operation (attached as Exhibit #2). 
 They
reflect the follcving data: 

a) Statere'nt. of Condition: (in NCr) 

Legal

Reserve Special
 

5% of ReserveNet Net (Above Cash & MortgageDtte Worth Profit Oblisatory) Banks Loans- Scv n 

12/31/63 100,575 
 190 376 
 6,570 ­12/31/64 222,014 1,921 ­
18,434 119,244 - 51,302
12/31/65 250,525 
 5,618 
 4,084 182,204 - 120,92512/31/66 588,614 
 8,174 62,966 303,903 - 356,837
11/3/67 
 609,655 8,194 63,351 1,576,075 665,682 313,518


Res.Allocations not
 
included above for
 
period 7/1-.11/3/67 10,400 137 604
 

18llj_942095
 

b) Income SttenZnts: (in NCr)
 

Grojs 
 Legal Special

Dnte Income s
E a Lpcno Reserve Reserve Divj d-rjds
 

12/31/63 7,979 
 5,405 198 
 376 2,0C)12/31/64 91,767 59,052 
 1,726 18,060 12,929
12/31/65 200,835 130,103 3,696 39,470 27,566
12/31/66 236,343 
 191,509 2,554 
 5,061 37,219
11/3/67 565,540 357,132 10,42 137t98
 
102,464 743201 
 11a19 
 200 954
 

In schedules a) and b) above, the figures reflect a steady
growth in practically all phases. 
 It should be noted thFt the
savings and mortgage loan activities have recently commienced and
management is expecting further substantial growth.
 

Although Economisa does not have an external auditor, the Stock­holders have designated a special comptroller who conducts two

surprise audits a year.
 

We have also made an analysis of the projections in the housing
field for the next five years. This analysis, which doo 
not
include new foreign investment (enclosed as Exhibit #3), 
 reflects

Ehe following data:
 

Number of houses: -----------. -.. -.. 3,150
Financing: ---
 - ----jw-...US$27,000,000

Number of houses per month: 
 58
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The analyzia of their 5 yca. projectir.,: in t1h0 h0ur field, 

including the propostiei korcign iiwestm.-,, , n fau . : 

Number of houses ------------------- - 4, 0OC
Financing: .................... 
 . U,$3 0,O0 3,00 
Number of houses rpcr month: .-. . 75 

(1Cr ' (NCr) (NCr) 
Mortgage Not 

V'rojcct ion Port folio Income 
 Lc7li_ y
 
19G7 ------ 4,195,000 ....... 247,000 ---------- 340,000
 

1968 ------ 9,930,000 ..... 551,000------,-­
1969 .....--- 533,00-------l,3G5,0Z0 ------­
1970 .....- 24,31,000 ----- 1,894,000 --------
-1,901,CO

1971 .. 30,075,000 .....- 2,223,000 -------- 4,819,000
 

These projc ctm1s are ba.e on the assumption th"t th h1ZI 
guaranty of $3 rmillic;-, will be grai,ted.
 

The sources (. c.It ita1 are stoekholr.vs' inveAr.)z .us .divided procit;z and re.e.ve , mortgage debenturc (2c-raz)
to the gencrzl public and to the BUH', frea-sa-ingE aeccount,
mortgages szld to DXU, refinancing from BNH, szvingz ace'xnt.
fz.r one year w-rd deposits for down-pay,,r,.nts. 

The miri -- z4I liquidity is 7:4 of total rescurets.
Considerqc- as liqvid assets are cash, r...- ...gc- --

Letras Iobiliarias issued by other Sociedades d, C .Iito I­m'mbiliario. The maximum amount of atsets thac a Z- . do 
Cr~dito Imobiliario may have is 15 times the capitzl. 
a d
 reserves of the institution, plus 50O of outstandin- a;;&surd
mortgage balance and 50,4 of the foreign or nationOl )4Znnswith
 
the guaranty of BNH.
 

.l - REPUTATION 

Economisa enjoys an excellent reputation. Vle wtn:,
with references from:
 

1. Dr. Mario Trindado, President, and rr, Jczn E. Oliveifa
 
Penna, Chief of the SuporintcnTency 6f Fina-cir. Againciase
 
of the BNH.
 

2. Other Pinancial Institutions: Letter, 
. co ds Crg­
dito Real de Minas Geraic S. A. and from BanL, de CoMerciG
 
e Industria do Minas Gerjis (Enclosed as Exhibit 04).
 

References given on officers 
are very good. References given
on major stockholders and on Directors and Executives aze
 
excellent. (See list of Directors, enclosed as Exhibit 05,1
 

http:stoekholr.vs
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The Preicdcnt of Economia is Dr. Luis Souza Lima, one of tho
most prominent builders in the country. At present he is acting

as the MaTyor of the City of Belo Horizonte. 

The Managing Officer of Economisa, Mr. Nylton Moreira Velloso,was President of the Caixa Economica Eptatal of 'MinasGerais

and was responsible for the administration of an AID HousingLoan of $3 million for cooperative houies. The USAID Missionofficers are very favorably impressed with Mr. Valloso's per­
formance in this project.
 

IV - E)___F_.__CE 

Economisa has been originating and servicing mortgage loans
since June 1, 1967. As of December 1, 1967, they have the fol­
l wing loans on their books:
 

Number of
 
Loans Amount (enclosed as 

In Process ------------ 51 US$173,000 Exhibit 06)Houses completed ----------- US$214,00046 (enclosed as
 
Exhibit 07) 

At present they do not have any delinquency, and it ap.pearsthat their mortgage servicing procedures are adequate. They
have been able to process 97 loans with a new Mortgage Depart­ment in a period of less than 6 months. The average mortgage
balance is approximately US$4,000.
 

They have developed a collection procedure to take care of

regular'monthly payments as well as delinquent payments. 
A
reminder is sent to the mortgagors 15 days before the monthly

payment is due, giving a 30 day grace period. Although at
present all the mortgage loans are due on different days of the
month, we suggested that they institute a procedure by which

all payments are due on the first of each month. They acceptedthis suggestion and said that they would start to observe this
procedure immediately. We also recommended that they institute
 
a record of collection efforts.
 

The legal late charge is 1% a month of the unpaid principal

balance.
 

V XTERNAL OPEJATX0NS 

We were favorably impressed with Economisa's staff on the
Executive level. The qualifications of the staff, Ls well as

the employment practices and standards, appear excellent.
During our visit to this Institution, we were impressed with
the averago ago of-the Officers. They seem to be young, ag­
gressive and knowledgeable.
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Xn processing mortgage loans, Economisa relies on the 	opin¢.ri ofthe 	Appraiscrs of the Institution, who are 	civil engineers withexperience in housing construction. The Appraisers, in turn,rely on a basic document on construction costs issued by th:Asociaci6n Drasilera de Normas T6cnicns. (Since this documcntis very voluminous, we are keeping a copy in our files), 
In addition, the Associntion of Builders of Belo 11orizontopublishes, monthly, a Valuation of Finished Houses 
(enclose,
as Exhibit 4+C). 
 The 	Appraiser told us that the approximate
ratio of land value to selling price is from 25% to 30%. TheIppraisers of Economisa have an independent opinion of
valuation and seem to be professionally qualified.
 

the 	Head of tho flortgago Department, Mr. Walter P. do Lima,, iFa highly quzlifiod la"wyer who has 	 a staff of interviewe- . Theloan application for'm is filled out when the future buyervisits the *Institution. After confirming the 	information inwriting, particularly the 	 income and the amount of rent p>i.-J,the 	General l'anager, 1r. Volloso, and Mr. Lima meet and mak­a decision. The ratio of monthly payment to family income is
normally 25% and the maximum ratio is 30'. This 
 is set by,regulations of the IMu'h. 

Exhibit ,19 is the key to the mortgage lending practices ofEconomisa. 
It sets the limits of mortgage lending to the
valuation of the property. It also shows the monthly payments
on the nortgaco and the 	minimum family income, the 6% i ntialfee 	 (which seems to be excessive), and the term of the 1Icortgage.The 	first column shows the 	amount of savings required to be hept
in the Institution in order to obtain a loan. The lending
policy is based on the following principles:
 

1. 	The more expensive the house, the lower the ratio of mort­
gage value granted as a loan.
 

2. 	The more expensive the house, the shorter the term of the
 
mortgage.
 

3. 	The more expensive the house, the greater the amountexpected to be kept by the mortgagor in a letra imobilia­
ria (mortgage debenture).
 

After approval of the loan, the Appraisal and Legal Departments
start working and in 30 days the closing takes place. 
They
feel that at present they can process and close 50 loans per
month. 
On the date of our visit, December 5, they received 6applications which wore ccmpleted on the same day.
 

All loans are divided into two mortgages, first and second,
because BMI only buys the portion which corresponds to the first.
Although the first mortgage is a preferred credit over the necond,
 

http:opin�.ri
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both carry the mortgage credit insurance. They endorse the
Mortgage Note on the first mortgage to the BNH, which is the
maximum limit that the Bank may buy from them on each particular

property.
 

The accounting system seems to be adequate. 
It is mechanically

conducted with Olivetti machines.
 

They do not have individual escrow accounts for insurance znd
taxes. 
The fire and other risks insurance, including life and
disability, is collected on a monthly basis and remitted to aconsortium of insurance companies that have one policy cover­ing all mortgage., under the National Housing Plan. (see SectionIV B - Special Report B'1I).- Every year the mortgagor must
show the paid tax bill. Taxes are paid on an 
annual basis.
The mortgagc deed states that in the event this tax is not paid
on time, Economisa may foreclose on the property. This tax
amounts approximately to 0.5% of the valuation on a house.
Every two or three years a new valuation is made by the

Municipality.
 

The keeping of records is also adequate. Each mortgage file

contains the following documents:
 

I. Application.

2. Credit Report.

3. Approval of Credit.
 
4. Inspector's Certificate.

5. 
Record on the hazard and life insurance policies as well as


the mortgage credit insurance.
 
6. The mortgage Contract.
 

The Mortgage Note is stored in a fire and burglar proof place.
 

The general format and presentation of the accounting and

record keeping is good. 

There are 12 staff members in the Housing Department, including4 receptionists, one teller, 2 lawyers, one Engineer, one
Manager, one Assistant Manager, one secretary and one Accountant.
The total number of employees in the Institution is 26 (See

Exhibit #10).
 

As 
a general rule, the payroll deduction system is not acceptable
to the employer or the employee. The usual pay day in the com­munity is the last day of the month, although some are paid

every 15 days.
 

The collection procedure seems to be good. Principal amount of
the mortgage, amortization, interest, insurance and service
charge are shown on the monthly statement (enclosed as Exhibit
#11). At present, all mortgagors make their payments in person

at the office of Economisa.
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The duo dates of the first puyments on mortgage loans are as
 
follows:
 

Construction Loans: 
 30 days after the construction is completed.

During the construction period, only

interest is paid.
 

Complete houses: 
 30 days after signing the Mortgage Loan.
 

VI - ORrCLOSURE PROCEDJRE 

There is a new law which governs the foreclosure procedure on
all propcrties under the National Housing Plan, of which Economisa
is pDrt. The foreclosure is instituted by thu Mortgage Credit
Insurance consortium. It takes approximately 6 months to
complete the foreclosure procedure. At present they do not have
 any experience, since this system was instituted recently.

approximate cost of the foreclosure is 

The
 
10% of the mortgage
amount. 
Anybody can bid at the sale and, if nobody attends, the
consortium becomes the owner 
of the property.
 

VII - INSU1CE 

A) 1ortqaq- Credit: We were very impressed with this insurance

(Sec Section IV B of Special Report 
- BNH) (See Exhibit *13).
 

B) Th.zrd: We were also impressed with the insurance policy
being offered to mortgagors in Brazil under the National
Housing Plan. 
(See Section IV B of Special Report - BNH)
(See Exhibit #14)
 

C) Saving.: 
 The insurance on Savings Accounts is guaranteed by
the Guaranty Fund of the BNH. 
 (For more information see

Section IV - Special Report - BIH).
 

VIII - SAVINGS 

On June 1, 1967, Economisa started to acquire savings from the
public. 
As of December 5, they had the following savings:
 

No. of Amount
 

Free savings -------------...-.--..- -...----­332 . $ 113,000Downpayment for Construction Loans-
 583 -........ 138,000
Savings Accts. for One Yoar Term -­(not avail.).--- 168,000
Letras imobiliaria3 ------------- 2406 370,000........ 


The average balance of the Free Savings Accounts is approximately

US$343.00.
 

http:US$343.00
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Projections for the next 5 years for Free Savings accounts, both
 
completely unattached to loans and those which are saving to have 
the 	down-payment for a loan, are as follows:
 

End 	of 1967 ------------------ NCr 200,000
 
1 .68 	 1,400,000
 
1969 ---------------------------- 2,400,000
 
1970 ---------------------------- 3,000,000

1971 ----------------------------- 3,000,000
 

NCr 	 10, 000 , 00Q 

Economisa maintains separate accounting ledgers for those accounts 
which are savings intended for the down-payment ef a mortgage
loan. They are not "linked" to mortgage loans. B&H passed a 
resolution making the contractual savings system illegal. The 
funds may bc withdrawn at any time, without loss. A separate
record is kept for those accounts which are not for loans. 

To present the policy of BD7fl has been to promote the sale of the
 
Mortgage Debentures (Letras Imobiliarias). This is why Economisa
 
transferred approximately US$138,000 from Free Savings Accounts 
to Letras Imobiliarias. (See Exhibit #15). At present they are 
able to sell to D,1 7 a percentage of the outstanding Letras
 
Imobili~rias balance that they have sold to the public.
 

The One Year Savings Account is a result of a regulation that was
 
issued by the Government in 1964 by which 47" of all rentals
 
going to landlords had to be invested in 10-year Letras Imobilia­
rias. As of November 1, 1967, the Government issued a resolution
 
by which the bearer of those Letras could transfer them to One
 
Year Savings Accounts. In a one-month period Economisa has been
 
able to open US$168,000 of this type of Savings. A copy of a
 
passbook is enclosed as Exhibit #16. We recommended that they
 
use a better quality passbook.
 

Conditions of Free Savings Accounts are:
 

1. 	6% interest per annum.
 

2. 	Monetary correction based on the quarterly readjustment 
(See Sections V A and VIII on Special Report - BN). 

3. 	 The funds must remain in the account for 6 months before 
being able to withdraw any interest. Thereafter, interest is 
paid quarterly. 

4. 	Deposits made after the 15th day of each month will be
 
considered as deposited the first day of the subsequent month.
 

5, 	Withdrawals at any time. By regulation, the Institution has
 
the 	right to request 3 months notice from the saver for
 
making of withdrawalT.
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Economisa is using newspaper, t.v. and radio advertisoment aswell. an brochure.s and literature for the promotion of Free

Savings accounts.
 

Officials of Econemisa stated that it is their opinion that the
miadle-incoma lcvel group is most anxious to save and they have
the mcans to do so. The higher-income level group is not
interested in saving, since their money is invested in more
profitable activities. The low-income level group has very

little possibility of saving.
 

The General Manager devotes approximately 10% of his time to thepro-ntion of savings. Economisa is using a Public Relations
and Advrtising firm for promotion. 
They have spent
pr ::irately US$8,000 since July in this promotional activity. 
The L-tras Imobiliarias are advertised by a Uo0tional Plan ofproemotion developed by BNH, which is financed by the Sociedadesdc Crlcito Ilrm coiliario at 0.5% fee on the outstanding balancethe Letras being sold to BINTUI. It is apparent that BNH is 

of 

extensively promoting the sale of Letras Imobiliarias. 

The Savings activity in the different plans was as follows: 

Letras 
 One Year
±i:;h Free D'np~vments Imobiliari,.n avins
 
Junc'.-NCr 35,463,00 NCr 25,075.00 
NCr 209,000 (225) NCr 
 -July 73,209.00 91,278.00 300,900 (463) 
 -Aug. -3,358.30 82,980.24 
 680,900 (828) 
 -
Sept. 41,755.00. -25,708.82 
 366,000 (383) 
 -Oct. -58,998.46 106,997.24 
 274,900 (483) 
 -Nov. 25,476.85 142,498.65 116,000 124) 168,194
 

NCrll3,549.09 NCr138,123.01 *NCrl,947,700 (2406) NCr 168,194
 

Includes Letras sold to Banco.
 

Letrans mobiliarias: (See Section III B of Special Report - B131) 
The blnagement of Economisa stated that the public wants FreeSavings but that this incentive from the Banco has pushed them
into the sale of Letras. 

In conversation with officers and Directors of Economisa, we
found that the great majority of the public coming to the offices
of Economisa are those interested in construction or buying a
house and that Free Savings is only an incidental part of their
busindss. 
They stated that they are aware of the importance of
the promotion of Free Savings and that they were going to take
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by AID will be from NCr4,400 to NCrll,OCO, this price has in­creased in one year and at present Economisa intends to finance
three types of houses, as follows:
 (N~r) 
Type of Price Term 
 Family
(aros ('enrs) aMent Income Interest 

1 7,000 20 10% 
 243.16 
 10%
 
2 11,000 
 18 15% 
 387.92 
 10M%
 
3 15,000 15 20% 515.80 
 10%
 

At present the general lending policy of the Institution con­forms with the one mentioned above on this type of house.only differ-ence Theis that on the NCr7,000 the term of the mortgageis 18 years, lie 
feel that the newly proposed type of houses to
be financed and the type of mortgage loans are adequate.

The following are approximate closing costs and monthly payments
 
on the above mentioned three types of loans.
 

Closing costs (lCr)
 

Selling price 
 7,000 .... 11,000 ---Mortgage amount 15,000

6,300 ---- 9,350--- 12,000*Initial Admor.'s Service Fee 
- 126 .... 187 --- 240
Property Transfer Tax 
 32 ---- 57.40 --- 90
Registration fees 
 150 ---- 170 --- 190
Legal fees------------------- -50 
 50 --- 5
 

Total closing costs 
--.----- 358 .... 464.40--- 570.00
 

% of mortgage amount 
--------- (5.6%) .... (4.9%) --- (4.7%) 
*Although Economisa uzually collects 6%, which is the maximur al­lowed by NH, they are willing to reduce this fee to 2%, since
they will not be using their own money.
 

Monthly P =..ents (NCr) 

Selling price 
 7,000 ... ---Principal and Interest 11,000 15,000------- 60.79 
.... 93.50 --- 128.96
Hazard and Life Insurance ---- 3.04 .... 4.52 5.80
Tax (paid directly by owner)--
 -_ at--- .. "
 
Total,........... 
 63.83 ---- 98.02 13476 

The closing costs appear to be reasonable. 
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Economisa feels that within a two-y'nr period they can Closo all
the loans using the fundn; guaranteed by AID. They propose to 
use different build-rs in the city of Belo Horizonto in groups
of houses that will not exceed a I concentration of the number 
of houses to be financed with AID funds. 

It is illegal, under Brazilian law, to have any builder,

directly or indirectly related to Economisa, obtain financing

from it. (See Section V B of Special Report - BNH). 

XI - RETU01 .ONVESTMENT 

The interest spread return to Economisa will be as follows:
 

Interest on the mortgage ------------- IC
 
Service fee -.---------------------
 2.4%
 

Total ---------------- ------------------- 12.4% 
US Investor (at present) ----------- 6.5% 
AID Fee 
 .----------------------------BNHI guaranty (not yet determined) 

0.5" 
-- 1%Administrative Fee to DNU -------------. % 9.0% 

Interest spread ------------------------- 3.4% 

All direct and indirect expenses of Economisa are included in 
this spread. 
These costs include the cost of Mortgage Credit

insurance, which is 0.18%per annum on the original amount of 
the mortgage duripg the life of the mortgage,
 

The net return to the U.S. Investor would be the prime interpst

rate according to the market at the time of the signing of the
 
Contract. At present it is 6.5%.
 

XII - CONDITIONS IN 1OST COU1TRY 

The Government of Brazil, through its National Housing Bank (BNUI)
which is a Government Agency within the Department of the 
Interior, has no objection to the approval of this Guaranty.

Furthermore, if this Guaranty is approved, it will act 
as the
 
borrowler of the U.S. funds. For a fee which has not been 
determined as yet, DNH will guaranty the return of the loan to
 
the US Investor against any risk.
 

The National Housing Bank strongly supports the development of
 
the Sociedades de Crdito Imobiliario and at present the local

community of Belo Horizonte is very receptive to the development

of Economisa.
 

If DNH acts as the borrower, there will be no exchange of currenc,

problems, because the Central Bank will give BNI from the
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Exchange Rate Compcnsation Frund enough dollars to send to the 
US Invcstor on a monthly basis. On the other hand, Regulation
RC #58 of March 3, 1966, authorizes BtH to guaranty any
finncing of the 1;ational Housing System made by the financial 
agencies supcrvised by B.H. Among the approved financial 
agencies are the Sociedades de Cr~dito Imobiliario. Economisa 
is a legally accredited Sociedad de Cr6dito Imobiliario. This 
guaranty could be issued to a local or foreign investor.
 

The application also includes a letter of no objection from the 
Central Bank. 

Both, the Central Bank of Brazil and the BMH, maintain strict 
supervision of Economisa's operations by annual inspections of
 
their books.
 

There arc! no applicable taxes on the interest sent out of the
 
country, when the investment is for the use of institutions
 
under the "NationalHousing Plan.(See Section VIII F of Special

Report - B11. 

XIII - OTHI.1R LCAL GUARAITIES 

(For details on the mortgage credit insurance see Section V-5
 
Special Report - B,7H) 

X V - 4MECHA,1ICS O' DISBURS*7M1 T OF GUAXMA1.7 FUI DS 

A drawdown will take place upon the delivery to the US Investor 
of a certification issued by the DIN11 (borrower). This certifica­
tion is made from a certification BIZH will receive from Economnisa. 
Economisa will issue the.certification on the present mortgage
portfolio of non-eligible mortgages to be substituted by
eligible mortgages in a period of 2 years. 

In order to pay the loan to the US Investor, Economisa will
 
deliver on a monthly basis sufficient funds according to the
 
Loan Agreement signed with BNH. BNH will retain its fee and
 
co ivert the remaining local funds into US Dollars to remit to
 
the US Investor and AID according to the agreements.
 

XV - PRIORITY TO AID MISSION 

Economisa is the number one priority of the USAID Mission of all
 
the applications which were presented by September 15, 1966.
 
It is recommended that a $3 million guaranty be granted to Bh
 
to be earmarked for Economia. This priority was agreed on at
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a debriefing meeting held with Mr. Van Dyke, Mission Director,Mr. Kline, Deputy Director, Mr. McNichol, Chief of the Housing
Division, 11r. Weinberg, Officer in charge of the Guaranties

within the Housing Division. Wo Inspectors of FHA were also
 
present at the meeting.
 

It was proposed that, in order to obtain a better spread of

AID loans in different areas of the country, Economisa 
be unofficially requested to open a branch in the capital city
of Drazilia.(Economisa unofficially agreed to open a Branch in

Brazilia in the very near future). 

It is the opinion of the USAID Mission Officers that the future

Housing Investment Guaranty Program will primarily be developed

through loans to financial institutions like the Sociedades
 
de Cr~dito Imobiliario as well as the mutual Savings and Loan
 
Associations.
 

I MPORTANT 

Exchange Rate
 

At time of our trip: NCr 2.7 - US1.90 

After our trip:

(On January 4, 1968) 
A new devaluation af­
fected the new Cruzeiro NCr 3°2 9 -1.00 

To convert all figures in this Report, the NCr 2.7 to US$ 1.00
 
exchange rate should be used.
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JACK 0. 	 GORDON ARTHUR H. COURIIHON 
wesl ent 	 Chalimen of the 0o8V 

January 17, 1968
 

Mr. Peter M. Kimm
 
Deputy Director for
 
Guaranties and Engineering
 
LA/HUDD - Room 2242
 
Agency for International Development
 
Department of State
 
Washington, D.C. 20523
 

Res 	Feasibility Report

Brazil HG-15
 
Minas Oeste SA. 

Dear 	Mr. Kimm:
 

We recommend the issuance of a guaranty for the above captioned

application submitted by Minas Oeste S.A. under category #4
 
(Mortgage Credit Institutions), subject to the following terms
 
and conditions:
 

1. 	 Borrower: Banco Nacional da Habitacao (BNH) should act as
 
the borrower of the U.S. funds. BNH must earmark the funds
 
for the use of Minas Oeste. For more information, see Section
 
IX of Special Report-BNH.
 

2. 	 Amount of Guaranty: $1 million.
 

3. 	 Amortization Periods 
 25 years from the date of disbursement
 
of the respective installments of the loan.
 

4. 	 Interest Rate and AID Feet
 
U.S* Investor Interest Rate (at present) 6.5%
 
AID Fee 
 0.5
 
Total 	 "-%
 

1701 Meridian Avenue 1334 Waehingten Aveone Normandy Crlve see N.E. ieit.,.113.2 itret*1 	 1 Miami Bech, Fla. Miami Beach, Pie. Miami soeah, Pie. North Mla.nl Deach. Pl. 

MiamI 1le&oha Phone s344U2 Nerlh Miami Heath Phone 948.76711 BMOVS twa t $21-4811C.np 
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Re: Brazil HG-15 (Minas Oeste S.A.)
 

5. 	 Local Guaranty:

A) The full guaranty of the Government of Brazil through
BNH, and BNH's net worth.
 
B) Specific collateral of the individual mortgages insured
by the local consortium of insurance companies.
 

C) Net worth of Minas Oeste SoA. 
6. 	 A commitment must be submitted to AID by the U.S. Investor 
(s)
within 60 days of the date of the guaranty approval, express­ing willingness to provide the long term investment, specifv­ing the amount, interest rate and terms of the loan. 
The
effective term for the disbursement of the loan amount should
be for a period of no less than 2 years from the date of the
signing of the Contract of Guaranty.
 
7. 
 The disbursement of the loan will be made in installments of
no 
less than $100,000 each, over a period of 2 years from the
date of the signing of the Contract of Guaranty.
 
8. 
 During the term of the Loan Agreement, the total unpaid
principal balance of the individual mortgages given as 
specific
collateral of the U.S. Investment should be approximately 105%
of the unpaid principal balance to the UoS. Investor. 
This
will insure a continuing effort to raise local capital through
savings, thus strengthening the institution.
 
9. 
 Loans made by applicant in each specific site, including the
funds provided under this guaranty, should not be more than 10%of applicant's total loan portfolio. 
10. 
 Net Return to the U.S. Investors See Section VIII-F of Special


Repot-BNH.
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Mr. Peter M. Kimm
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January 17, 1968

Re: Brazil HG-15 (Minas Oeste S.A.) 
11. Eligible mortgages should be limited tot
 

A) Maximum selling price of $5,000 for land and house.
 
B) Closing costs of approximately 2% of the selling price.
 
C) Monthly payments consisting of the following items:
 

1) Principal.
2) Interest rate composed of:

Interest to the U.S. Investor (at present) 6.5%
AID Fee 0.5
BNH "aval" (Guaranty) (not yet determined) 
approximately

Interest spread for Local Institution 
1.0 
2-0
Total 


10 %3) 
 Hazard and Life Insurance: 
 1/12 of the annual
premium, which at present is 0.58% per annum.
Section IV-B of Special Report-BNH. 
See 

4) The cost of Mortgage Insurance is absorbed by thefinancial institution. See Section IV-A of Special

Report-BNH.
 

D) We recommend that the present policies of BNH, concerning
the age-of the house to be financed, minimum property
standards, maximum ratio of loan to value, Real Estate
taxes and mortgage insurance, be applied to these mortgages. 
3) Amortization up to 20 years. The present mortgage policyof BNH should be adhered to. 
 If this policy is applied,
the term for repayment to the U.S. Investor will be longer
than the term for repayment of the individual mortgages,
thus making greater the number of new mortgages that will
be originated during the term of the U.S. Investment.
 
F) The ratio of monthly payment to monthly family income
which is established by regulation of BNH, should be
 

adhered to.
 

0) 
 All other present lending policies of BNH should be Adhered to. 
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GAVINGO AND LOAN ASSOOIATION OP MIAMI EA01H 

Mr. Peter M. Kimm
 
Page 4
 
January 17, 1968
 
Re: Brazil HG-15 (Minas Oeste S.A.)
 

The attached report is submitted to substantiate our opinion. Inaddition, the Special Report-BNH should be considered in order to
make a full study of the situation.
 

We trust that this will be helpful to you.
 

Very truly yours,
 

Jack D. Gord
 
Presi nt 

Bys
 
Dr. Bernardo Benes,
 
Vice President 

Encls. 
BB/lp 
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REPORT 

TO: 	 Mr. Peter M. Kinm 
Deputy Director for Guaranties and Enginaering
 
LA/hUDD
 
Agency for International Development
 

FROM: 
 Mr. Jack D. Gordon
 
Presideit
 
Washington Federal Savings and Loan Association
 
of Miami Beach
 

DY: 	 Dr. Bernardo Benes, Vice President,

Mr. Georye W. Hirsch, Financial Vice Presidont, and

Mr. Carlos Feldman, Auditor
 
Washington Federal Savings aid Loan Association
 

R 	 Feasibility Report
 
Brazil EG-15
 
Minas Oeste, SoA.
 

CONTRACT AID/la-381 (Regional)
 

Duration of Most Rocent Trip

November 27 through December 9, 1967
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4INAS OESTF,. SA. 

I. Gencieal
 

Minas Oesto, S.A. is a privcte institution. It commenced its operation

in October 1965 as an Investment Bank specializing in the financing of
 
consumer goods, discount of commercial paper and similar commerical financ­
ing operations with an initial capitalization of approximately US$37,000.
 

By Article 20 of Law 4064 of Noverjoer 29, 1965, the Investment Banks
 
were authoriZed to convert into Mortg-ge Banks (Sociedades de Credito

IXmnbiliario). The prerequisite for this conversion was to increase the

capitalization to NCr500,000 (approximately US$185,000). In April 1966Minas Oeste increased its capital to this amount. 
At present they are

selling shares to increese its czpital to NCr5 million. 
During the first

month they have sold shares for a total of NCr200,O00.
 

The major stockholders and Directors of Minas ceste told us that they
wanted to convert their operations to real estate financing, because they

felt that it was a more 
 solid business than the financing operation they
were conducting. 
They also stated that the interest rate collected in

coamarcial financing is declining considerably.
 

Minas Oeste is supervised by both the National Housing Bank (BNH) and

the Central Bank of Brazil. BN!H supervises Minas Oeste through its

Superintendency of Financial Agencies.
 

At present the main office of Minas Oeste is located on the 14th floor
of Rua da Bahia 1032, Belo Horizonte, Minas Gerais. 
They have no branch

offices, but were planning to move their offices to a premise on the ground
floor, adjacent to the Banco Minero del Oeste, SoAo, to be able to attract

savings from the public. 

By regulation, Minas Oeste may operate in the States of Goias,

Espirito Santo, Minas Gerais and the Federal District of Brazilia.
 

At the time of our visit, Minas Oeste did not have a mortgage portfolic

since their Housing Department had only recently coimenced operating.
 

The major stockholder of Minas Oeste is Banco Minero del Oeste, S.A.
(27.5%). A register of stockholders is enclosed as Exhibit #1.
 

II. Financial Capability
 

We analyzed the Financial Statements for the years during which they
have been in operation (attached as Exhibit #2). They reflect tho 
following data:
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Year 
Net 
orth 

(5% of 
Net Profit) 

(Above
Obligatory) 

Cash & 
Banks 

Mortgage
Loans Savings 

12/30/66
'6/30/67 
11/30/67 

515,756 
687,838 
856,227 

5,184 
11,882 
11,882 

9,012 
171,432 
171,432 

404,968 
413,696 
385,719 -

49,908 
109,845 
16,15 

We have also made an analysis of the projections in the housing field
for the next 5 years. This analysis, which does not include new foreign
investment (enclosed as Exhibit #3), 
 reflects the following data:
 

Number of houses: 2918
 
Financirng US$30,000,000

Number of houses per month: 49
 

The analysis of their 5 years projections in the housing field,
including the proposed foreign investment is as follows:
 

NULtber of houses: 3896 
Financing: US$33,000,000
 
Number of houses per months 64
 

The sources of capital are stockholders' investment plus undivided
profits and reserve, mortgage debentures (Letras) sold to the general
public and to the B4, Free Savings accounts, mortgages sold to DB,
refinancing from DNI, savings accounts for one year and deposits for
 
downpayments.
 

On November 30, 1967, a contract was signed between BH and Minas Oestoby which BNH co.mmitted themselves to buy mortgages from Minas oste 'sportfolio for a total of NCrG,800,000 during a period of two years.M•anagcmant of Minas Oeste is confident that will be tothey able use notonly these resources in the next two years, but also the US$3 million
requested in this application. theWe agree with this belief, becausemarked is and Minasbroad Oeste's management is very.capable. 

The minimum legal liquidity is 7% of total resources. Considered asliquid assets are cash, government bonds and Letras Im.obiliarias issuedby the other Sociedades de Credito Imobiliario. The maximuniu amount ofassets that a Sociedad do Credito Inbiliario may have is 15 times thecaital and reserves of the institution, plus 50% of outstanding insuredmortg.go balance and 50% of the foreign or national loans with the guaranty
of BNH. 

IIXI, eputat ion 

Minas Oeste enjoys an excellent reputation. Dr. Mario Trindade,
President, and Dr. Jose E. de Oliveira Penna, Chief of the Superintendency

of Financial Agencies of the BNH spoke very highly of this group.
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We were furnished with additional references from: 
a) Banco Comercio e Industria de Minas Gerais. 
b) Banco de Credito Real de Minas Gerais. 
c) Banco Mineiro da Producao, SoJo, Belo Horizonte. 

Copies of these reference letters are enclosed as Exhibit #4.
 

References given on officers are very good, as well as the references
 
given on major stockholders, Directors and Executives.
 

The Directors of Minas Oeste and Banco Minero de Oeste are the same.
 
Banco Minero de Oeste is a commercial bank with approximately US$5,000,000

of resources. They havc 22 branches and 100,000 depositors. The principal

of the Banco, Mr. Joao do Nascimento Pires, is one of the most respected

and honorable individuals in the City of Belo Horizonte.
 

.TV, Fxerience
 

At the time of our visit, Minas Oeste had not yet originated any
mortgagc loans, because their Housing Department had recently been organized
(Novenber 20, 1967). 

We have all the forms and procedures that will be established for their
 
mrtgage servicing, and they appear to be adequate.
 

Since they have no mortgage loans on their books, we are unable to
 
evaluate this aspect of their operations.
 

V0 Internal Operations
 

The Managing Officer of Minas Oeste, Mr. Ivan de Vasconcelos, and the
 
Chairman of the Board, Dr. Antonio Castanheira de Carvalho, appear to be
 
very well qualified and sophisticated inuividuals. The caliber of the
 
staff also appears to be very good.
 

In processing mortgage loans, Minas Oeste will rely on the opinion

of the Appraisers of the Institution, who are civil engineers with
 
experience in housing construction, for the evaluation of the houses to be
 
financed. The Appraisers, in turn, rely on a basic document on construction
 
costs issued by the Asociacion Brasilera de Normas Tecnicas.
 

In addition, the Association of Builders of Belo Horizonte publishes
monthly an evaluation of finished houses. The Chief Appraiser of Minas 
Oeste seems to be very competent. At present they have three Appraisers,
two of whom are engineers and the other is an architect. They are 
independent'Appraiers, not acting as employ**& of Minas Oaste, but 
performing their services on a fee basis. 
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The application for a loan is filled out when the future buyer visits
the institution. 
Copy of a Loan Appl.{cat'on form is enclosed a" Exhibit #5.
The Manager :uviews the application and confirms the information contained
in it, and then sends it to the General Managsr, who approves it together
with the Directors. -This procedure appears to be adequate. 
The ratio of
monthly payment to fa-mily income is regularly 25% and the maximum ratio is30%, according to regulation set by BNH. 
The Managemznt of Minas Oeste told us that their lending practice will
be based on the principle that the more expensive the house being financed,
the lower the ratio of mortgage value and the shorter the term of the
mortgage.
 

All future loans will be divided in two mortgages, a first and a
second. This is 
corre spo nds 

due to the fact that BNH will only buy the portion whichto the first mortgage. Although the first mortgage is a
preferred credit over the second, both carry mortgage credit insurance.
 
The accounting system seems to be adequate. 
It is mcchanically
conducted with Olivetti machines. 
They do not intend to create individual
escrow accounts for insurance and taxes. 
The fire and other risks
insurance is explained in Section IV-B of "Special Report-Banco Nacional da
Habitacao". 

There are six staff members in the Housing Department, including the
President, Ptr. 
 Vasconcelos, a Loan Officer, one teller, two receptionists
and one typist. 
The total number of employees in the institution is 18.
 

the'employer or the employee. 

As a general rule, the payroll deduction system is not acceptable to
The usual pay day in the community is tho
last day of the month, although some are paid every 15 days.
 
The financing of-homes will be for the construction of a new house or
the purchase of a house which was built within the last 6 months.conditions for granti.ng a Theloan for constructioncompleted house adequate 

or for the purchase of aare and established by the regulations of BNH. 

VI, Foreclosure Procedure
 

; There is a new law which guverns the foreclosure procedure on allproperties under the Natiunal Housing Plan, of which binas Oeste is part.
It takes approximately 6 months to complete the foreclosure procedure,
which is instituted by the Mortgage Credit Insurance consortium. The
approximate cost of foreclosure is 10% of the mortgage amount.
 

http:granti.ng
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VII. Insurance
 

A. Mortgage Credits 
 We were greatly impressed with this insurance.
See Section I'V-A of "Spocial Report BNH".
 

Bo Hagrd: Ie were also impressed with the insurance policy being
offered to nortgagors in Brazil under the PIH. 
 See Section IV-B of "Special

Report-BbN".
 

Co Savings: 
 The insurance on savings accounts is guaranteed by the
Guaranty Fund of the BNH. 
For more information, see Section iV-C of
 
"Spccial Report-BNH".
 

VIII.Savings
 

On November 27, 1967 (exactly one week prior to our visit), 
Minas
Oeste started to acquire savings from the public. As of December 6, they

had the following savings:
 

Number of Accounts Amount (US$ 

Free Savings 
 182 
 105,000
Letras Imobiliarias (not available) 100,000
 

The average balance of the Free Savings accounts is approximately

US$550.
 

Projections for the next 5 years for Free Savings accounts, both
completely unrelated to 
loans and those who are saving for the downpaylment

of a mortgage loan, are as follows:
 

1968 400,000
 
1969 1,200,000
 
1970 2,800,000
 
1971 4,400,000
 
1972 6.000,000
 

14,800,000
 

.inas Oeste, as an SCI, is prohibited by Law to attract linked saviqgs,
sinca the contractual system is illegal for this type of institution. The
funds on savings accounts intended for the downpayment of a mortgage loan
 
may be withdrawn at any time without loss.
 

To date the policy of BNH has been to promote the sale of the Mortgage
Debentures (Letras Iobiliarias), but as explained in the "Special Report-
DNH", they are changing this policy to promote the Free Savings accounts.
During the last three days of our visit, they opened Free Savings accounts
 
for a total of US$70.000.
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A copy of & passbook is enclosed as Exhibit #6. The passbook is very
impressive and proves the interest of the institution in promoting Free
Savings.
 

Conditions on Free Savings accounts ares
 

a) 6% interest per annum.
b) 
 monetary corre-.tion based on a quarterly readjustment (See Section:
V-A and VIII of "Special Report-BNH").c) 
 The funds must remain in the account for 6 months before being
able to withdraw any interest. Thereafter, interest is paid 4uarterly.
d) 
 Deposits made during the month earn interest as of the first day
of the following month.
e) Withdrawals may be made at any time.Institution has the right to request three months notice from the depositor
 
By regulation, the
 

for making any withdrawals.
 

Minas Oeste will use newspaper, television and radio advertisement as
 
well as brochures and literature for the promotion of Free Savings accounts.
 

At present the deposits are being received at a window of the Banco
Minero dol Oeste, which is a major stockholder with a branch across the
street from Minas Oeste. IMinas*Oeste is considering the possibility of
instituting a plan to open a Savings Department at each of the 22 branches
of Banco Minero del Oeste, to attract savings.
 
To date the Management of Minas 
Oeste has devoted most of its efforts
to the promotion of the sale of Letras. 
The importance of promoting the
Free Savings accounts was pointed out to them. 
They are planning to do so
as soon as they open their new offices on the ground floor.
 

LotrsIX'obiliarias:
 

See Section XV-B-4 of "Special Report-BTH".
 
It is apparent that at the present time thethe offices of Minas Oeste only persons coming toare those interested in construction loans or thepurchase of a house, and that-Free Savings is only an incidental part of
their business. They statedagreed that thoy are aware of this situation andthat the promotion of Free Savings is probably the most important
activity to be undertaken in the near future. We believe that theyunderstand the importance of this matter, since management is qualified
and competent. 

IX Mar~et to be Served 
Although the application states that there is a shortage of 50,000houses in the City of Belo Rorizonte, the applicant could not 
ubstantletc
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this with reliable statistics. 
No statistics are available.
we obtained information from other sou Nevertheless 
ces contacted in the City. There is
undoubtedly a great shortage of housing in this price range, and there are
rany residents of the City of Belo Horizonte who are attempting to obtain
 a house.
 

The applicant also stated that according to legislation, they may
operate in the cities of Minas Gerais, Goias, Espirito Santo and Brazilia.
Wa do not b3lieve that at present they are geared to place mortgage loansin cities other than Belo Horizonte., because they are just commencing theirmortgage operation.
 

Dr. Mario Trindade, President of BNH, stated that on a national basis,the gre'tcst shortage of houses'is in the price range from NCr5,000 toNCr8,000 (US$2,600). 
Minas Oeste is planning to finance houses between
NCr5,000 and 
-.rl5,000.
 

In discussing the housing market of the City of Belo 
 Horizonte with
the Directors of the Mortgage Department of both the FederalClAixn conomica, and Statethey both agreed that at this time the market for housesin this income level is broad. 
At present the State Caixa Economica has
3,000 applicants waiting to obtain mortgage loans and the Federal Caixa
Econmica, although it started its operations three months, has closed 200loans and over 300 are in process.

loans. There are 300 now saving and waiting for
The sales price of the type of house being financed by both Caixas
is similar tn 
the price of the houses which will be financed by Minas Oeste
with the proceeds of the AID loan.
 

The purchasers of the houses on which the 
 mortgage loans will begranted will be of the lower-middle income class, such as bank employees,
office clerks, public servants, professors, taxi drivers, blue collar
workers, bookkeepers and sargeants of the Police and Army.
 

Xo Loans Intended for AID Guaranty 

Although the application-states that the price range of the housesfinanced with the funds obtained from the guaranty loan by AID will befrom NCr4,400 to INCrll,0O,this price has increased in one year and atpresent Minas Oeste intends to finance three types of houses, as follows: 
Type of Price Family
House Income
_Nr) Term Rawnaayment (NCr) Interest 

1 7,000 20 yrs 243.16
2 11,000 18 
10% 10%
15% 387.923 10%15.000 15 20% 
 515.80 
 10% 
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We feel that the newly proposled type of houses to be financed and the
typo of mortgage loans are adequate. 
.e following are approximate closing ccts and monthly payments on
the aLove n'entined three types of loans#
 

Closing Costs 
(NCr):
 
Mortgagepce 


7,000.00
6,300.00 11,000.00
Initial Aclroros Service Fee 9,350.00 15,000.00

126.00 12,000.00
Property transfer tax 187.00 
 240.00
Registration fees 32.00 57.40 
 90.00
150.00 
 170.0
Legal fees 50.00 190.00
 

Total Closing Costs 
 50.00
% of mortgage amount 358.00 __50.00
464.40
5.6% 570.00
4.S/ 
 4.7%
 

Selling price

Principal and interest 7,000.00 11,000.00 
 15,000.00
60.79 
 93.50 
 128.96
Haald and Life insurance
Tax Cpnid directly by owner) 3.04 4.52
Total -.04 5.804--2 
 -
63.83 98.02 
 134.76
 

The closing costs appear to be reasonable.
 
Minas Oeste proposes to initially use one builder in the City of Delo


Horizonte to construct the houses which will guaranty the first mortgage
loans they grant.

other builders. 

As soon as they nake the first loans, they will use
They intend to finance small housing projects as well as
dispersed individual homes.
 
The limitation of 10% concentration ox tne number of houses to be
 

financed by Minas Oeste in general, and those that will be financed with
the AID funds, was explained to management, and agreed upon.

It is illegal, under Brazilian Law, for any builder, directly or


indirectly connected with Minas Oeste to obtain financing from it. 
 See
Section V-B of "Special Report-BNH".
 

XI. 
Acturn on Investment
 
The interest spread return to Minas Oeste will be as follows4
 

http:15,000.00
http:11,000.00
http:7,000.00
http:12,000.00
http:15,000.00
http:9,350.00
http:11,000.00
http:6,300.00
http:7,000.00
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Interest on the wortgage 
 10.00%
Service Fee 

2.4%
Total 


12.4%
 
U.S, Investor (at present) 6.5 %
AID Fee 0.5BNH guaranty (not yetdetermined!

Adainistrativo 1.00%Fee to BNH 1026 9.001 
Interest spread 

3.4%
 
All direct and indirect expenses of Minas Oeste are included in this
spread. 


is 0.18 
These costs include the cost of Mortgage Credit Insurance, which
per annum on the original amount of the mortgage during the lifeof the mortgage.
 

The net return to the U.S. Investor would be the prime interest rate
according to the market at the time of the signing of the Contract. 
At
prcsent it is 6.5%.
 

XIIo Conditionn in host Country 
The Government of Brazil, through its National Housing Bank (MPH),
which is a Government Agency within the Department of the Interior, hasobjection to tLi approval of this Guaranty. no
Furthermore, ifloan is approved, BW1H will act as the borrower of the U.So funds.
fee which has not been determined For a
 

this guaranty
 

as yet, RNH will guaranty the return of
the loan to the U.S. Investor against any risk.
 
The National Housing Bank strongly supports the development of the
Sociedades de Credito 'lImobiliario and at present the local community of
Belo Horizonte is very receptive to the development of Mines Oeste.
 
Xf BN1 acts as the borrower, there will be no problems involving
currency exchange, because the Central Bank will furnish to BIM from the
Exchange Rate Compensation Fund enough dollars to send to the USo Investor
on a monthly basis. 
On the other hand, Regulation RC #58 of March 3, 1966,
authorizes BNH to guaranty any financing of the National Housing System
made by the financial agencies supervised by BN"H. 
 Amonrg the approved
financial agencies are the Sociedades de Credito Imnbiliario. 
Minas Oeste
is a legally accredited Sociedad de Credito Imobiliario. This guaranty
could be issued to a local or foreign investor.
 
The application also includes a letter of no objection from the Central
Bank.
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Both the Central ran% of Brazil and the BNH will maintain strict
 
supervision of Minas Oeste's operations by annual inspection of their books.
 

There are no applicable taxes on the interest sent out of the country,

when the investment is for the use of institutions under the National
 
Housing Plan (See Section VIII-F of "Special Report-BNH").
 

XIIIOther bocal Guarantios
 

For details on the Mortgage Credit Insurance see Section IV-A of
 
"Special Rcport-BH' ' . 

XIV. .mchenics on DJsbursement of Guaranty Funds 

A &rawdwn will take place upon the delivery to the U.So Investor of 
a certification issued by the ENH (borrower). This certification is
 
predicated upon one that BNH receives from Minas Oeste. Minas Oeste will
 
issue the certification on the present mortgage portfolio of non-eligible

mortgages to be substitutcd by eligible mortgages in a period of 2 years.
 

In order to repay the loan to the U.S, Investor, Minas Oeste will

deliver to BNH on a monthly banis sufficient funds according to the Loan
 
Agreement signed with BIH. BNH will retain its fee and convert the
 
remaining local funds into U.S. Dollars to remit to the U.S. Investor and AID
 
according to the agreements.
 

XV. Priority to AID Mission 

The USAID Mission officers agreed with us that it would be feasible 
to approve a $1 million guaranty loan to Minas Oeste, although they had not 
stcrted their mortgage operation at the time of our visit. This $1 million 
loan will provide additional seed capital at the initial stage of their 
operations. 

This was agreed upon at the debriefing meeting held with Mr. Van Dyke,

Mission Director, Mr. Klein, Deputy Director, x. NcNichol, Chief of the
 
Housing Division, and Mr. Weinberg, Officer in charge of the Guaranties
within the Housing Division. Two inspectors of FHA were also present at 
the meeting.
 

it is the opinion of the USAID Mission officers that the future Housing
Investment Guaranty Program will primarily be developed through loans to
financial institutions like the Sociedudes de Credito Irmobiliario as well 
as the Mutual -avings and Loan As a cation$# 
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.!t!PIORTMIT 

IMCMINGE 
RATE 

At time of our trip: KCr 2.7"' US$1.00 

Aftcr our trips
(On January 4, 1968)A new dovaluation affoctedtho Now Cruzeiro 

NCr 3.2 E US$,L.Oc 

To convert all figures in this Report, the NCr2.7 to US$1.00 exchange rate
should be usad.
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January 17, 1968
 

Mr. Peter M. Xirm
 
Deputy Director for
 
Guaranties and Engineering

LA/HUDD - Room .2242
 
Agency for International Development

Department of State
 
Washington D.C. 20523
 

Subiect: 	Special Report - Banco
 
Nacional da Habitacao
 
(BNH) - Brazil.
 

Dear Mr. 	Kimm,
 

Enclosed 	are 15 copies of our Special Report on the
"Banco Nacional da Habitacao" (BNH). When we were
asked to conduct feasibility studies on all the ap­plications in Brazil, we suggested that BNI act as
Borrower in all cases, and as prime Administrator in
all specific Projects. We discussed this matter with
 you previously and you concurred
 

In 	each of the Feasibility Reports on individual ap­plications,reference is made to ihis Special Report.
 
This Report will not only serve for the specific purpose
of making a full analysis of the Housing Investment
Guaranty Program in Brazil, but also as a summary of all
the activities conducted by BNH.
 

Sincerely ours,
 
c D. G r 
n. 	Pr sidenAt
 

y: 	Dr. eardo Benes
 
Vice President
 

Encl.
 
JIDG'BB/gm
 
cc: - Mr. Layton Mac Nichols
,USAID 	 Mission/Brazil


17101 	 Meridian Avenue 184 Washington Avenue 112 	No a 01w. 411 1.,11117Miami Seagh, Pla. Miami beach, PIF. Mlamin o.WOPa., North MiamiMiami Soak Ph.no A S-S481 North Miamil 	
Fla, 

earsc 	 Phone 042.747 * _-- .... .	 - .. 



MAClSSIMLD 

]nIDIT 11 
Attachment 3
 
Page 2 of 33
 

TO: 	 Mr. Peter M. Kimm 
Deputy Director
 
LA/HUDD

Agency for International Development
 

FROM: tr. 
Jack D. Gordon
 
President
 
Washington Federal Savings and Loan Association
 
of Miami Beach
 

BY: 	 Dr. Bernardo Benes, Vice President,
Mr. George W. 11irsch, Financial Vice President, and
Mr. Carlos Feldman, Auditor
 
Washington Federal Savings and Loan Association
 

RE: 	 Special Report
 
National Housing Bank of Brazil
 

Duration of Most Recent Trip
 

November 27 through December 9, 1967
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NATIONAL HOUSING BANK OF BRAZIL! 

I.-	 General
 

A, 	 History 

B. 	 Objectives
 

C. Internal Organization
 

'D, resources
 

E. 	 Financial Statements
 

F. 	 Projections 

II* 	 Housing Plans 

A, COHAB 

B. 	 Cooperatives
 

C. 	 Financial Institutions
 

D. 	 Empresa 

E. 	 Mortgages Through Iniciadores
 

F., 	 Impacto 

G. 	 Others 

III. 	Supervised Financial Institutions
 

A. 	 Caixas Economicas 

1) 	 Free Savings

2) 	 Linked Savings
 

B. 	 Sociedades de Credito Imobiliario
 

1) 	 Characteristics
 
2) Capital
 
3) Resources
 
4) Letras Irxobiliarias
 
5) 	 Investments
 
6) 	 Liquidity
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C. Associacoes de Poupanca e Emprestimos (APEs) 

1) Background and Characteristics
 
2) Supervision
3) Capitalization 
4) Members 
5) Internal Organization

a) Board of Directors
 
b) Executive Committee
 

6) Resources
 
7) Investments
 
8) Distribution of Earnings

9) Present Status
 
10) Evaluation
 

a) Positive aspects
b) Negative aspects


11) General Comments
 

IV. Insurance
 

A, Mortgage Insurance
 

1) Insurors
 
2) Cost
 
3) Coverage
 
4) Financial Institutions
 
5) Initial Date
 

B., Hazard Insurance 

1) Insurors
 
2) Cost
 
3) Coverage
 
4) Financial Institutions
 
5) Initial Date
 

C. Savings
 

1) Insurors
 
2) Cost
 
3) Coverage
 
4) Financial Institutions
 
5) Initial Date
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V, Lending Policies of Supervised Institutions 

A. Re-adjuatmnait or Monetary Correction 

1) Principal amount
 
2) Monthly payments 

D. Conflict of Interest 

C. Mortgage Notes 

VI. Financing to Supervised Institutions
 

A. Purchasing of Letras
 

B. Purchasing of Mortgages
 

C. Financing with Collateral Guaranty of Mortgage Portfolio
 

VII. Savings Policy
 

VIII .Others
 

A, Supervision of Institutions
 

B. Appraisers of BNI!
 

Co Accounting of BNH
 

Do Real Estate Taxes in Brazil
 

E. Legal Matters 

F. Tax Exemption on U.S. Investment
 

G. "Aval" (Guaranteed by BNH) 

IX. 
Conclusions and Recommendations
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NATIONAr, flOUSIN3 BANK OF BIAZn_ 

For the sake of brevity, the following terms will be uned in this Reporl
 

BNzlt 
 Banco Nacional da 11abitacao (National Housing Bank of Brazil).
 
SCIt Sociedade do Credito Imbilinrio (Stock-owned Savings and Loan
Association). 
APEa 
 Associacoes de Poupanca e Emprestimos (Mutual Savings and Loan
Association).
 

Letrass Letras Imbiliarias (4ortgage debentures). 
UPC: 
 Unidado Padrao do Capital (Standard Capital Unit). 
 UPC is a stanCard
unit of measure of currency established by BNE! for all its transactionF
Thiis unit is based on the readjustent of the Treasury Bonds which
are, in turn, based on the wholesale price index of 60 prucucts of
major cDnsuaumption established by the Getulio Vargas Foundation and
approved by the Ministry of Economy. 
This index is adjusted quarterly.
For the quarter ending September 30, 1967, the valuation of a UPC
 was NCr26.18.
 
Caixa: 
 Caixa Economica (Government Investment and Mortgage Bank).

,TCr: New Cruzeiros (Local currency. 
At the time of this Report, US$1.00=
NCr2.7 or NCrl.00= US$0.37).
 
PNh 
Plano Nacional da Habitacao (National Housing Plan).
 
SF1: 
 Sistema Financeiro da Habitacao (Housing Finance System). 
FGTSt 
 Fundo de Garantia do Tempo de Servico (Social Security Fund).
 
COIABi Companhia do Habitacao (Housing Company). 
S.M.$ 
 Salario minimo (Minimum monthly salary).
 

http:NCr26.18
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NATIONAL HOUSING BAMIK OF BRtAZIL 

° generat
 

A, Historys
 

The National Housing Bank (BNH) was created as a division of the
Treasury Department by Law 4380 of the Congress of Brazil, dated August 21,19G4. This law formulated the National Housinrr Plan (PNH) by coordinating
Government Agencies and private enterprises.
construction of low cost houses and finance purchase of private homes,
particularly for lower-middle income groups.
 

its purpose was to stimulate
 

INH is an autonomous Government Agency with independent resources
and administrative powers, and is exempt from federal income tax.
also permits B.T1 Law 4380
to open branches throughout the country.
 
At present BNH is under the jurisdiction of the Minister of
Interior. 
After three years of operation, BNH has shown to be the only
Government Agency responsible for implementing the National Housing Plan
in Brazil.
 

Be objectives:
 

The objectives of BNH, according to Article 17 of Law 438C, ares
 
1) To guide and control the SFHo2) To provide incentives for the promotion of savings for the
SFH.
 
3) 

4) 

To control the SCIs within the capital market.
To create a secondary mortgage market.with insurance for
the mortgage loans of the SFHo5) 

6) 

To provide life insura,,ce on mortgagors of the SFH.
To finance or refinance housing projects and related land
improvements promoted by local private enterprise.
7) To refinance transactions of the SCIa, APEs and Caix.aso
 
of the construction materials industry, and to make technical surveys which
 

8) To finance or refinance projects related to the development
 
are necessary for improving the housing conditions in Brazil.
 

control. 
BNH will provide technical assistance as well as supervision apd
B?14 is not authorized to make direct loans or to buy er sellpropexty with the exception of land for the development of housing project. 
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According to Law, BUl 
 has the power to:
 

1) Authorizo and control operations of the SCIs and APEs, and
housing activities of the Caixas.2) Dctermine the general conditions, i.e., limitations, term,
withdrawal, interest, insurance of savings accounts, of the SPH.
 
SFH, 

3) Establish the general conditions of mortgage loans of the
to the extent of limiting the loan to value ratio, term, interest

and guaranties.


4) 
 Establish limitations on reserves and capitalization in
relation to deposits receivcd and lending of the SCIs and APEs.
5) 
 Establish the type of lending of financial institutions whict
form the SH. 
6) 
 Establish tha general conditions and limitations on the term
and interest of Letras as well as their insurance provisions.
7) Establish regulations for savings accounts and lending
policies of financial institutions which form the SFHo8) Establish operational policies for the secondary mortgage.rarkotwithin the SFH.

9) Establish the requirements of private insurance companies
in providing insurance coverage for mortgages within the System.


10) Other functions established by Law.
 

BNTH may receive deposits from:
 

1) Govornment Agencies.
2) Financial institutions which form the SF11.3) Funds resulting from operations of tha Bank.
 
B,111 may borroi from foreign or domestic sources for purposes 
of 

increasing recources for its operations. 

BNH may perform the following functions: 
1) Issue guaranties for financial assistance (both foreign and
domestic) obtained by institutions which form the SFH.
2) Provide mDrtgage insurance.

3) Provide deposit insurance.4) Create a secondary mortgage market to give liquidity to
the System.

5) 
 Provida life insurance to mortgagors.

6) Provide insurance for the payment of Letras issued by the
SCIO.
 
7) Finance or refinance the construction of housing projects,
development of the building materials industry and technical surveys.
8) Partially refinance mortgage loans given by the SCIs, APEs
and Caixas.
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C., Internal Organizations 

The internal organization of the BNU is described in the
Oranizational chart enclosed as Exhibit #1, 

TrainicLR rograms s 
At our meotingo with the officers of BNH, we were informed thatthe BNI is extremcly interested in maintaining a continuous training
prograrm for the officers and employees of theBDI System. We learned thathas contracted for the services of the Getulio Vargas Foundation (a
Brazilian organization specializing in conducting economic studies), 
to
evaluate and examine procedures and operations of the Caixas. 
They have
also contracted for the services of Companhia Organizacao de Empresas (a
private corporation specializing in systems analysis), 
for a forms study
and procedural analysis of both the Caixas and the future APEs. 
Thoy
have also contracted with the Catholic University to maintain a national
cantor of housing statistics.
 

D, Resources: 

By Law, the original capitalization of the Bank was NCrl,000,000.
By the same Law, the Bank was authorized to acquire Government owned land.
This land is being sold for the development of housing projects.
 
The resources of BNH for the period ending December 31, 1966,
were approximately NCrl47 million. 
The accumulation for prior years was
as follows: 

1964 
 NCr2.4 million
 
1965 
 62.6 million

1966 
 82.3 million
 
Although resources for housing are increasing yearly, it would
require approximately NCr2.5 billion a year to satisfy the needs of the
country.
 

DWZi has classified the resources into two categories, 
1) Funds available at no cost to BNH.2) Funds available to BN 
 at costs varying according to time,
te'rms and source.
 

Exhibit #2 shows the sources of all funds from 1964 to 1966 and
the projection for 1967.
 
As per the enclosed Exhibit, it is apparent that the greatest
future source of funds will be from the administration of the Guaranty Fund
of Time of Service (FGTs), in accordance with Article 1 Law oof 5107 
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September 13, 1966, and its Decree 59.820 of December 20, 1966, which
legilatJon refers to the creation of a Social Security System.. BNi willreceive monthly from the eployors 8% of the salaries paid to employees.The funds will be dopositod in accounts in the names of the employees and.
will earn the following readjusted interests
 

V, for tho first 2 years of employment.

4% from the 3rd to the 5th year.

5% from the 6th to the 10th year.

6% after 10 years.
 

The general rules for the investment of these monies ares
 

1) Mortgage lending.

2) 
 monetary correction or ,readjustment.

3) Interest above the cost of money as mentioned in the prior


paragraph.
 

For administering this fund, a board of directors will be created
consisting of the followings
 

1) President of BMN, Chairman of the Board.
2) A represantative of the Labor Ministry.

3) A representative of the Economic Planning Board.
4) A representative of the employers.

5) A representative of the professional classes.
 
Article 25 of Law 4883 established that the capital of BNH
 

belongs to the National Government.
 

E. Financial Statements: 

We have analyzed the Statements of Condition and Profit and Loss
Statements of BN1 
 for the years 1964, 1965 and 1966. 
A copy of our analysii
is enclosed as Exhibit 4#3. 
 The financial status of BMH is improving. In
general, BNH seems to be a self-sustaining and solid Government Agency.
 

F. Projections: 

The projections of BNH for construction of new houses under the
auspices of the PM-[ administered by BIRK for the end of 1967 and the
succeeding five years are as followss 
 (Number of Houses)
 

Sponsored by

Sponsored private sources


Year by S.6! under the PNH Per Annun :umulative
 
1967 180,000 
 40,000 220,000 220,000
1968 178,000

1969 

45,000 223,000 443,000
214,000 51,000 
 265,000 708,000
1970 257,000 58,000 
 315,000 I,023,000
1971 311,000 64,000 
 375,000 1,398,000
1972 376,000 -0-000 
 446,000 1,844,000
Totals 1,516,000 
 328,000 1,844,000
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For the year ending December 31, 1967, BNH expects to attractfunds from private sources as follows: (in millions of NCrs)
From sale of Letras by SC~sFrom free Savings Accounts 70with monetary correction
From linked savings (Caixas) 10

Total 
 20100
20

The projections of BNH for free savings in the years 1968, 1969
and 1970 aro as follows, 
 (in millions of NCrs)
 

Caixas 
SCIs 
APEs 
Totals 

35 
200 
12 

247 

L968 1969 
45 

200 

258.5 

1970 
52 

230 
18 

300 

II* Housing Plans 

A. COIN-A3 s 
COW4B (Companhia da Habitacao) (Housing Company) is a corporation


in tho form of a joint venture between a municipality or a state governavant
(51% of the shares) and private capital in the community. 
The aim of

COHAB is to promote the construction or acquisition of subsidized houses.
 
provides assistance to low income Brazilian families (income of less than
 
three minimum.monthly sa 


Under this Program, the BNH finances subsidized housing which
 
arieswhich minimum salary at present is NCrl05


per month for the most developed regions in the country). 
 The maximwa
mortgage financed by gNU is 90% of the selling price of the house with
 
a maximum value of house of 75 minimum monthly salaries. 
The amortization
period is 20 years with 4% interest per annum. 
The subsidyform of this below market Interest rate. takes themortgage paymnit to monthly family income is 25%.
capitalization of COAB is equal to the organization and administrative
 

The maximum ratio of mnthly

The required minimum
 expenses for the first four years of operation. The general program
must be approved in advance by BNH.
 

The financial assistance to a COHAB from the
for construction of houses and in exceptional cases may be used for land
 
MIH must be used
development costs (approximately 15% of the funds to be invested in land
deflopmw t and 85% in houses).
 

The following are some statistics of the COHA
December 31, 19661 plans as of
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Number of COHABs functioning 31
mlunicipalities being serviced 
 80
 
Number of houses completed 26,369

Number of houses under construction 13,923
Approved-construction not commenced 
 4,650

BNT financing 
 NCr68 millionAverage price per house 


2 NCr3,300
Average price per m
 Kra
 

Projections for 1967s
 

Total investment 
 VCrl87 million
 
Number of COHABs functioning 
 36
Municipalities being serviced 
 120
 

cr.tivcs formed for the sole purpose of obtaining housing, and 2) Coopera-


Number of houses to be built 62,000 

B. Cooperatives: 

Basically, there are two types of housing cooperatives: 1) Coop­

tives formed under labor union sponsorship.. Under the first group, the

membors of the cooperative must have a family income from two to five
inini.um monthly salaries. The mortgage limit to be financed by DIH is

70% of the selling price. The maximum sales price of a house under this
 program is 120 minimum monthly salaries with an amortization period of 20
 

,
years at 7% per annum.
 

Under the second group, which is affiliated with a labor Union,

the family incoma should be from 1.5 to 5 minimum monthly salaries. EN'H

will finance up to 85% of the cost of the houses with a maximum selling

price of 130 minimum monthly salaries and with an amortization period of 
20 years at 7% interest per annum.
 

The maximum ratio of monthly mrtgage payment to nonthly family
income is 25%. As of Decedber 31, 1966, upproximately 7,500 units were
built under this Program. There is a projection to build 100,000 units
in the next three years using funds from the FGTS (Social Security). BIH
is dcveloping an intensive campaign for training labor leaders in order
to promote this type of cooperative, by cetting up organizations known asInstitutes de Orientacao do Cooperativas (INOCOOP), which will provide
tcchnical assistance. 
At present there are four such institutions in
opration; in Sao Paulo, in Rio Grande do Sul, in Minas Gerais and inGuanobara. There are 52 cooperatives operating in these four states,
The average cost of a house under this plan is NCr9,600o It is BNH's
intention to invent NCrlOO million in 1967 in this category of lending. 

EK
S drafts the By Laws under which cooperatives operate andalso r gulates their operation. in order to acOumulater the down payfensfor a house, a member of a cooperative has to save, 0.5% of his monthly
income for a period of 48 months. 

http:inini.um
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C. Financial Institutions:
 

Financial Institutions will be discussed later in this report,

uwdar paragraph number I1.
 

Do Empresa: 

Under this plan, an employer who wants to provide houses for
employees could obtain financial support from the BNH if the employer
is willing to finance 50% of the cost of the house. 
 Then BNH finances
the other 	50% for 15 years at 8% interest. In most of the cases the
employer's participation is represented by land in the vecinity of thr­
plant.
 

The eligible employees under this plan are those who have afarlly income of 2.5 to 20 minimum monthly salaries. The maximum ratio ofmonthly mor"tgage payrant to monthly family income is 	 25%. The downpayment will be approximately 20% of the sales price. 
The projection for
1967 is 6,000 units with an average sales price of NCr9,600.
 

E. Mortcaoes Throuqh Iniciadores:
 

Under this Program, the BNIU will approve "Iniciadores" who may
be individuals or institutions technically and financially capable of
originating mortgage loans. 
 In most cases "Iniciadores" are builders of
housing projects or individual homas. By agreement, the BNU1 promises
to buy from the "Iniciador" mortgages which:will be considered eligible
if the following characteristics and conditions prevail:
 

1) Maximum sales price of houses 
 500 minimum monthly salaries.
2) Ratio of loan to value: 
 80% under 	normal circumstances.
This could be increased to 90% where the cost of the house is under 200
minimum monthly salaries.
 
3) Interest rate: 10% per annum.

4) Amortization periods up to 20 years.
5) The mortgage has to be readjusted for monetary correction.6) The mortgagor can own only one hodse.7) The mortgagor has to be a registered voter.8) The "Iniciador" has to submit acceptable plans and a
 survey of 	 the house.
9) The cost of construction cannot exceed that established bythe BNH for the particular area.
10) The 	BNHi 
must approve all legal documents of the sale and


the mortgage.
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Under this plan BNmI will make funds availablo according to certain
priorities. These priorities will vary according to the need for additional
financing in the community, the housing plan studios on a particular area
and the change in economic conditions in certain areas.
 

FO -Ir acto : 
Under this plan BNH will finance the completion of apartment
buildings on which construction has stopped because of lack of financing.
In order to be eligible for this plan, at least 50% of the construction,must have been completed. 
BNH.is limited to financing no more than 50%
of the cost of completion (or approgimately 25% of total cost),
amortization Theperiod is 36 months and the interest rate is 10% par annum.
The sales price per residential unit cannot exceed 400 minimum ronthly
salaries and buyer cannot own any other house in the area. 
The number of units to be financed under this plan for 1967 is
12,500. 
The buyer of a unit must negotiate the long-term financing with
an SCI or a future APE. Experience has shown that the average sales
price per unit is approxilately NCrl9,000.
 

G, Others: 

1,NH is conducting many studies and analyces related to the
techniques of construction, and use of building materials.
conducting marketing and economic surveys. 
It is also
 

Centers of industrial
coordination for the housing plans have been created, specifically to
analyze consumers market, production, prices and possibilities of
improvements and expansion; 
 to assit industries and to open new industries.
They engage in the preparation of feasibility studiesthe manufacturing of building materials; 
on new processes in 

on industries and builders in
particular regions; 
 and on the standarization of materials. 
They also
conduct analyses of the 
=,thods and construction techniques being used in
order to obtain better results; of the possibilities of financing industrie
in the building materials field and any other study that could be of
assistance in the development of an aggresive national housing plan.
 

III, Supervised Financial Institutions 

A. Caixas Economicas: 

By Decree 55.279 of December 22, 1964, the Caixas Economicas
were incorporated into the SFH under supervision of BNk!. 
 This Decree
contains numerous regulations regarding the manner in which the Caixas
will operate, but we will merely point out only the most important
characteristics of the Caixas.
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Each Caixa will have a Housing Department. The minimum value of
a house to be financed by a Caixa is 60 minimum monthly salaries, and the
maximum is 400 minimum mnthly salaries, for a term of Approximately 15
years, at 10% interest rate, with a maximum initial loan fee of 5%.
ratio of loan to value is as follows: 
The
 

1) 90% if value is 60 minimum monthly salaries.2) 75% 
if value is 120 minimum monthly salaries.
3) 60 % if value is 400 minimum monthly salaries. 
WI wil finance approximately 50% of the mortgage portfolio,
charging 1% at clo3ing and 6% interest.
 

There are numerous Caixas and branches throughout the country
and the general public is well acquainted with them, though many are not
operating efficiently.
 

As of December 31, 1966, 2345 loans from the Caixas' mortgage
portfolios were financed by BNI.
 

Mortgage insurance is provided for those mortgages issued by
Caixas. Fire, life and disability insurance and other risks covering the
property and mortgagors a.e 
also provided.
 

There are two types of Savings Dsposits at the Caixas, as follows:
 
1) Free Svings: 
for which the funds must remain on deposit
for a pcriod of at least one year. 
There are passbook accounts and no
checking accounts are pormitted. Monetary corrections are given oncquarterly basis. aThe maximum interest rate on these accounts is 6% perannum, calculated on an annual basis.

2) Linked SavinRs:


acquO.sition or construction of a 
for those who desire to finance thehouse. Under this system, the saver iaobligated to save on a monthly basis, until the necessary anount for the
do'npayment is reached. 
No withdrawals are allowed during that period of
time, and deposits muat be mado before the 15th day of each month. The
maximum interest rato paid on thesa accounts in 1% per annum, with monetary
corrcction calculated on a yearly basis. 
As of Decomber 31, 1966, the
Caixas ha4 attracted L:.-.o;eately NCr20 million of linked savings. TheIa!cas age the only ir.;t"tution in the country offering linked savings.
B.N1, ataC_ that it is n--7cssnry for the Caixas to offer this in order toavoid -',litical prosure on the management because their only obligationto mah: lo"rns is to thoco who have saved through this linked savings.
 

BO Sociedades doC editoXmobiliariot 
1) Oharacterit 
 The SCIs Were created by Law 4380 ofSeptember 21, 1964, Assoo1nUei #20 09 March 4, 1966, and #29 0 e O.?uO 36019C6, both of the Central Bank of Brazil, regulate the operations of the
SCIs. 
An SCI is basically a stock-owned Savings and Loan Association.
presont there are 43 in oporation. At


They are chartered by the Central Bank
and are suporvised by both the Central Bank and the BN.
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2) Capitals At present, the minimum capitalization of an SCI
is NCrSOO,000 in the highly developed regions of Brazil and NCr200,000 in
the less developed regions of the ccuntry. 
To open a branch, legisiation
requires additional minimum capitalization of the institution of NCrS0,00
for the least developed regions, and up to NCr400,000 in the most developed
States of the country.
3) re.ou%-ces: 

a) Issuance of Letras Irobiliarias (mortgage debentures)
b) Savings deposits from the public.

c) Financing from the BNH.
d) Direct loans from domestic or foreign sources.
The maximum investment is 15 times the capitalization and­reserves, plus 50% of the aggregate amount of insured mortgages, plus 50
of the mortgage loans having the "aval" (guaranty) of BI,!
4) atras Imiliarins:
the SCIs. The Letras are debentures issued by
At present this is the most popular instrument for acquiring.
savings for housing in the country. 
There are two typos of Letras issued
by the SCIs:
 
a) Type C, for 3 year term, with coupons, at 8% interest
per annum paid on a quirterly basis.
b) Typo D, for one year term, without coupons, interest
and principal paid at the tima of redemption at the rate of 81 
 per annum.
The SCIs began selling Lctras in June 1966.
26 SC~s are offering the Letras. At present
An SCI can provide for the selling of a
Letra with recourse at the purchase price. 
At present most Letras are
being sold with a redemption period of 60 days advance notice. 
Only 3%
to 4% of all the Letras issued by the SCIs have been so redeemed. 
The
Letras can be repayable to the bearer or a nam.ed individual.
The minimum amaunt of a L-atra is NCrlOO and the maximum
amcunt is NCr5,000. 
Each Letra is guaranteed'by the insurance deposit
offored by D.. 
The cost of this insurance is 0.125% per quarter. 
The
Letras are readjusted with the monetary correction on a quarterly basis.
Mi will buy from the SCIs a percentage of the Letras that
each SCI has sold to the public.
The following chart shows the amount of Letras sold by SCIs
to W"M and to the public:
 

Sold to B
Deccmbor 1966 Sold to Public
NCr 4,700,000

March 1967 NCr 6--,900,6O7


8,200,000
June 1967 18,000,000

27,000,000 
 43,000,000
Cctober 1957 
 61,000,000 
 69,000,000
Novemer 1907 
 68,000,000 
 Not available
 

BRU is charging the SCIs 005% of the Letras sold 'in each
quarter, for the purpose of financing a nationwhide promotional campaigy
for encouraging the sale of Letran.
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The officers of BNH stated that they expect growth in
savings and Letras for the SCIs over the next three years to be as followas
 

Letras 
 Free Saynin
1968 
 75% 
 25%
1969 
 50% 
 50%
1970 25% 75% 
To convert Letras into Free Savings, a resolution was pansedgiving an incentive to certain landlords who had been obliged to purchase
20 year Letra:s. This resolution wasthe adopted on November 1,"anth of November, 1967, and duringapproximately NCrlO,000,000into Free Savings. of Letras were convertedThe total number of compulsory Lotras that were produc­cd by Law #4494 of November 1964, for the years 1964, 1965 and 1966 was
NCr45 million.
 
Under the old Law, lanc lords were obliged to purchase Lotrasto the extent of 4% of rents received on certain types of houses.
legislation has now been repealed. 

This
 
5) Investmients: 
 The SCIs can only finance the construction or
sale of houses bys

a) Lending mney to bui'.dersb) for housing projects.Granting long-term financingconstruction or purchase of his own homes. 
to the mortgagor for the 

Lending can only take place in the region vhere the SCI mayoperate according to its Charter. An maySCI not engage in the buying orselling of real estate, unless such acquisition is the result of foreclosure
.procedures.

6) ,icuiclity: 
 fy law,resources. the minimum liquidity is 7% of allThis liquidity may be represented by cash, Government bondsand Letras of other SCs.
 

CO Associacoes de o e APEs & 
1) Round-ond Chrracterint.cs:November 21, 1966, By Decree-Law #70 ofthe Government of Brazil authorized the chartering and
operation of Mutual Savings and Loan Associations (APEs) asinstitutions whose principal .purposes are: 

local financial
 
a) Promoting the acquisition of housaa for its members.
b) Attracting savings.
Dy this legislation, tie APEs are considered part ofSFH creatcd by Law 4380 of Augu3t 1964. 

the
 
2) Su-rvipn:


regulating Monetary natters), 
The Monetary Board (the Government Agencyconsisting of onefollo%.ring departmnntss member from each of theTreasury Department, Planning Council, Ministry of
Labor, Central Bank, Development Bank, Ministry of Economy and Banco do
Brasil S.A., is responsible for chartering and establishing the minimum
capitalization of the APEs. 
The full supervision of the APEs isresponsibility of the theDRa so pert o the PWIo 

http:Chrracterint.cs
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The APEu require the authorization of BNH to
 
a) Cow-nonce operations.
 
b) Chan~e location of its offices.
 
C) Merge with other APrx. 
d) Modify or ame-nd by-laws.

a) Torminate operations.


3) Cj-nItzUlizttion: 
 in order to apply for a charter, a minimum

of 10 individuals must d'posit 1/3 of the minimun capitalization establ$rhet

by the Hintnry Joard and within six months the remaining necessary amount

depoD.ited. the placedmust be During that time, funds may be in adjustable
Treasury Bond- in the cuctody of a Caixa Econorwica Federal. No one of the

charter mcimbers,may dapoit more than 1/10 of the initial amount.


By Recrolution 052 of May 4, 1967, the 
Central Dank, complyinc
with a decinion of the Mnctary Board, established that the minimum
 
capitalization of an AM would be as followe: 
 (These figures are reflected
 
in UPCs)
 

a) Xn States of Sao Paulo and Guanabara: 15,000.

b) In States of Minas Gerais and Rio Grande Do Sul% 12,00(
 
c) In other States: 7,500.


4) MIner: In addition to the founders or charter members
 
mentioned above, an individual who opens a savings account in an APE in
 
accordance with the 3y-Laws of the institution will be considered a mcnwer
of the APE. Each nmr_.er will have the right to:
 

a) Attend the annual shareholders' meeting.

b) Vote and be eligible to be a candidate for election
 

to the Board of Directors. The maximum number of votes each member may
 
cast is 400.
 

c) Deposit and withdraw funds from his accounts.
 
d) Participate in the profits from the operations of the
 

institution.
 
5) Internl. Orqtnization: The internal organization of an APE
is very similar to that of a Savings and Loan Association in the United
 

States. One interegting aspect to be noted is that all rules and
 
regulations relating 
o APEs require that the members of the management

of the associations be reputable, experienced in financial and economic
 
matters and have training in operating their Savings and Loan Associations.
 

The Co.mitte.s of an APE are:
 
a) Bomrd ofoDirectors; embers are elected at the annual 

shareholders' mt eting, for a three year period, with possibility of reelec­
tion. The nv-'1,7o1 of members is from 3 to 10. Each member receives a fee

for attending v-aetings. This fee is determined by the general membership,
but cannot be in excess of one minimum monthly salary per session, with a

maximum of two meetings per month. At annual shareholders' meetings,

mambers may be represented by Power of Attorney.


b) txeetive Comittee: Members of the Executive
 
Committee are elected by the Board of Directors for a three year term, wivh

eligibility for reelection. The number of members may frombe l...to 5. Thly
must moot at leant evary 15 days. BNH must approve the designation of the
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members of the Executive Committee.
obligations of each of these bodies are
Loan Association in the United States. 
similar to those of a Savings and
 

6) FResourcons 

As stated before, the powers and
 

The resources of thoAPEs are as follows
a) Shareholders' deposits.following characteristics The deposits will have the 
i) 2

Represented by a passbook. 
iii) 

The balance will be readjusted on a quarterly basie 
ii) 

The balance has to exceed 1/2 UPC in order for the
dopositor to be considered a mrmber. 
iv) The deposit will be insured by BNH.insurance is explained in Section IV of this Report. This 
The charter members must maintain the initial deposit


until the reserves reach 10% of the minimum capitalization.
timne, 
 During this
these deposits will be retained as guaranty to the shareholders
againzt insolvency or bankruptcy.
 
Syntem Brazil 

An interesting characteristic of the Savings and Loanin as established by the legislation,distribution of the earnings, it is compulsory to pay to the shareholders
 
is that in the
77%or 80% of the not profits, depending on the participation given to the
Executive Committee. 
 .nour discussions with the President of DNH, we
 stressed to him the importance of the APEs being able to announce the
anticipated dividends to be paid on savings accounts.
that the APEs will dirtributo approximately BNH officers feel9% annual dividends.b) Direct financing from BNH.
c) Loans from domestic 

approved by 
or foreign sources, previouslyMN.
 d) Refinancing of the mortgage portfolio by BNHo0) Accumulated reserves.
7) nvostrlntst The APEs may invest their resources ins
a) mortgage loans for acquisition or constructionfor of housesits members. 

b) Lqtras issued by BNH or the SCIso
c) Readjustable Treasure Notes.
d) Mortgage notes on houses withine) the PITH.Deposits in commercial banks .ownedby the Government,
Caixas Economicas Federals, DBN 
 or any other bank approved by the Central
Bank. 
 The investments in mortgage loans for the acquisition or
 
construction of houses for its members, may be given directly to the members
or to builders who will construct houses for members. Forfinancing, the Association will get a first lien on the property and any
other subsidiary guaranty that it
8) Distribution may require.
 

this mortgage 

of Earnin 3 Accordingdistribution of earnings to law, the requiredis as followss
 
a) For a Reserve Funds
b) For an Emergency Funds 

10%
 
c) 5%
Participation of the Executive Committees 
 5%. if


approved by the shareholders at the annual shareholders' meeting, this
participation could increase to 8%.
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d) For dividendsThe remainder 80% or 7-M, depending
on savings accounts owned by shareholderston the participation of the ExecutiveCommittee.& 

All above percontagos are based on the net profits, that
is, gross income less expenses.

S9) 	Prnt 
 Staus.
Erazil. 
However, the following 

At present there are no APEs operating in,steps are or have been taken to make the
APE9 operational:

a)i 	The creation of this system was established by Decree-
Law 770, Novc-r c.r 21, 1966. 
b) The Central Bank of Brazil authorized BUU to approvethe chartering of 39 AP~s. 
 (See 	Exhibit #4 for the distribution of the
An'~s 	by region).

c) 	 By Resolution 022 of BNH dated June 21, 1967, the
B!?H established the rules to be followed by applicants for a charter to
operate an APE.
 
d) 	 The above named Resolution establishedpresentation of letters of intent to open APEs. 

a term for
 
e) On September 11, 
 1967, 104 applications had beenroceived.
 
f) A raolution was passed giving an opportunity to the
104 applicants to merge some of their groups.
was November 3, 1967. At present there are 

The due date for this merger

still 52 groups contending
for the 39 charters.

g) 	 By December 11, 1967, all applications to be considered
had to ho submitted to the Bank. 
The application from Brazilia was
immediately approved since it was the only one for that particular area.
h) 	 It is expactod that the charters will be issued on
Fcbruary 15, 1968. 

the importance 

In our meeting with the President of B&H1, we stressed
 
and Loan 

of issuing these charters before the Interamarican SavingsConference. He agreed with us, and gave instructions to changethe date of chartering from the beginning of March to February 15.
i) 	 Bofore coniencing business which will tentatively boin Mlarch 1968, it is intended that a training course be conducted for all
Managers of Associations.

j) It is expected that the 
first APE will open duringJanuary 1968 in Brazilia.
k) 	 During the early stages,institutional advertising program. 

BNTH is planning a hcay
 
10) "v,"'.ation-
 Although it is difficult to evaluate a system
which is still in the developing stages, we feel thatcor...2nts on the positive and negative aspects 

we can make some
of what has been accomplishedto date. a) 	 Positivea spect~:­

i) 
 Incentive to management. It is 
a very attractive
feature of a Mutual Savings and Loan Association to give management the
opportunity to participate to the extent of 5% to 8% inof the institution. the net profitsThis 	feature could create greater interest on the
part 	of management. 
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ii) The founders or charter members will be responsiblwith their initial deposits for any losses occurring during the organiza­
tionzl period and until such time aL the APE has reserves of 10% of the 
minimum capitalization. 

iii) There are strict regulations against lending
activitiei between all financial institutions and its officers, directors 
and employees. This regulation applies to thoso financial institutions 
superviced by the Central Bank. moreA detailed explanation of this
conflict of interest regulation is covered under Section V of this Report.

iv) The legislation repeatedly states that all members
of the Board of or Conn,ittee have to beDirectors Executive reputable,
knowledgeable and trained individuals in the field of Savings and Loans. 
BUH officers mentioned to us that thoir approval of charters will be mainly
predicated on the qualifications of the individuals involved, and it io
their feeling that the prcsent applications have individuals who maet
 
this requirement. Our contact with one of the organizing group- confirmed
 
the above.
 

v) BNH will be extrt,.,ly concerned with the training
of all personnel who will run the APEs, since the DNH has to approve the

Zxecutive Copmittce of ths APEs. After charter approval, the B.NH will 
provide an initial and continuing training program.


vi) Article 456 of Pesolution 012 of B:NI, establishes 
a limitation on fi:ced assets to bo acquired by an APE, and a prohibition
against engaging in buying, olling or building of rcal estate, other
 
than for its own prcmise.


vii) B:+, has contracted for the services of a

consulting firm for the purposes of developing procedures, forms and
 
systems to be used by tho APEs throughout the country.


viii)Type3 of insurance., We wore favorably impreossd

with the regulations that provide insurance on:
 

a) Mortgages.
 
b) Fire, life, disability and other risks.
 
c) Savings.

These will be discussed in detail in Section V
 

of this Report.
 
b) Nqn tive aspects:


i) We feel that compulsory distribution to the

shareholders of from 77% to 80% of not profits may not bo an economically

sound policy. The officers of BN-d stated that by doing this, thay will be

able to attract to the APEs a greater volume of savings bccause of the
 
attractive dividend rates. Although this may be true, we feel that prudent

management will ba against this policy. 
A more logical policy would be
to cstablish a minimum of 50/ and maximum of 80% of net profits to be 
distributed as dividends. 

ii) The savers have no advance knowledge of the
dividend rate. At present B:1H has not determined what the APEs should do
about advertising an anticipated fixed dividend rate. We feel that a
 
person who does not know In advance how mch return he will get, probably

will bo reluctant to open a savings account.
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iii) Article 45 D of Proposed By-Laws for APEs, by DN,provides for prohibition of promoting savings outside the region where thoAPZ can operate. Although we feel that this regulation is good for
rnrtgaga lending, we believe that it should be eliminated from legislation

concerning savings.
L) General ComTents: 
 Since the APEs have not started operating.
we wore not able to evaluate their mortgage lending policies although we
were told by officers of BNs that all the mortgage lending policies that
apply to the SCIs will apply to the APEs. 
If this is a fact, we feel tatthose wortgar.; 
 lending policies are reasonable and adequate for the
development of a sound housing finance system.
 

IV. Xnaurance
 

The BDni has established three types of insurance which apply to alloperations under the.PNH. They are:
 

A, Mortgage Insurance.
 
B, Hazard Xnsurance.

C. Deposit or-Savings Insurance: 

A, Yortq;7aqc In.surance: 

The most-important characteristics of this insurance are:
 
1) Insurors: 
 Forty of the largest insurance companies in
Brazil have formued a consortium or pool. Every two years, the National
1Re-Insurance Institution, a Government Agency, chooses one leading
insurance company for each of the eight regiohs of Brazil, at random
(this one company is referred to as the "leader" coripany), to administer
their insurance in the region. 
These regions have been established by
BM! in order to provide better service for mortgage lending throughout thecountry. 
The leader company in each region will give technical assistance
to the financial institutions making the mortgage loans. 
According to
the legislation, BN' will supervise and coordinate these insurances.
2) Cost; 
 The annual cost of insurance is 0.1W.of the
original amDunt of the mortgage loan or 0.015% on a monthly basis. 
Every
month, the institution creating the mortgage loans will send a schedule of
new mortgages to the leader insurance company which will send a monthly
invoice through a comniercial bank to the financial institution and the
institution will pay the premium. This premium is readjusted on a
quarterly basis, are theas mrtgage loans. In addition, each year thispremium will be adjusted based on new actuarial studies. The institutionmaking the 
3) 
mortgage loans absorbs the cost of the insurance premium.
Covqragt This insurance covers 95% of the losses which
result from fraud or forgery of the mortgage loan documents, and insolvency
or non-payment on the part of the mortgagor., After three months dolinquency,
the financial institution notifies the leader, at which timo the leader
starts foreclosure action and pays 95% on each of the three delinquent' 
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flnthly payments and continues to pay the same 95% of the future delinquent
monthly payments until foreclosure takes place. 
When the property is sold
with profit, the loader pays to the institution up to 1001. of the unpaid
principal balnnce plus 5% of the monthly payments up to the date of
foreclosure. Any remainder goes to the mortgagor. When a mortgage loan issold to 13.\I-I, the insurance coverage is 100%, 95% provided by the conaortiumahd 5% by the selling institution. 
4) F..nncial .nstitutionss All mortgage loans offered by thefinancial institutions under the SFi are automatically covered. The
mortgage loans mada by the SCIs, the APEs, the Caixas, the commrcial banksacting on behalf of the "iniciadores" and the cooperatives are also


automatically insured. 
5) Initial date: 
 This insurance program was initiated on
November 1, 1967, which means that no evaluation can be made other than to
state that the plan appears to be adequate. The coverage provided is
reasonable and the insurance carriers are the strongest institutions in


the country.
 

B. Hazard Insurance:
 

The most important characteristics of thin insurance are3
 

1) Xn!9Lurors: A group made up of 90 of the largest insurance
companies in Brazil have formed a consortium or pool to assumae proportional
risks of the hnzard insurance covering all mortgagcd properties, as wellas 
This group 

the life and diability insurance of the mortgagors.
coverage applies all mortgage underto loans the SFH supervised by the B14U.e leader cormanies are selected in the sama manner as those engaged in
the above mentioned rvortgage insurance.
 
2) cost: 
 Annual premium is 0.58% or 0.0483% m.onthly on the
unpaid principal balance of the mortgage loans. 
The premium wrill be
revii-cd annually. The mortgagor pays this premium together with themonthly payment for aportization or principal and int.;rest. Each month
the financial institution collecting the premium prepares a statement $.n
triplicate which is sent to the BLNH 
together with a check for the premium
received. 
The DIM, in turn, sends the money to the leader company on a
yearly basis. I'e do not see the necessity for this money being sent to the
Dr on a monthly basis. BNH agreed and stated that they are going to


change this procedure.

3) Covernaq: 
The risks which are covered are the followings


a) Fire.
 
b) Lightning.
 
c) Explosion.

d) Collapse. 
e) Earthquake.
f) Vehicle damage.
g) Airplane damage. 
h) Riots.
 
i) Life. 
J) Permanent disability. 
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On construction loans, during the construction period, the
 
mortgagor pays only interest plus the insurance premium. As a result of
 
this, all risks are covered, includi.ng the life and disability of the
 
mortgagor.
 

4). Financial Inptitutionst The financial institutions making
m.ortgage loans under tho P2.H administered by the BDH must provide *this 
insurance for all mortgage loans. At present, those institutions are the 
SC1s, Caixan, comercial banks as trustees for "iniciadores", COnMus, 
Cooporativeu and, in the near future, the APEs. 

5) Initial date: This insurance program coraenced in 1965 and 
to the prosont tim- has worked in a satisfactory manner. BMI., together
with the consortiurn, has developed forms and procedures which are constantl 
being improved. Ao stated before, soma of these procedures are being
revised at the present time, for example, procedure for payment of premiums 
to the BNIH. 

All insurance is controlled by the BNIH through a contract betwmean 
BNH and the consortium dated April 12, 1967. 

C. 0aving0 :
 

1) Insurors: By Resolution #3 of January 10, 1967, the E-d 
created a Guaranty Fund for depozits and Letras, as part of the assets of 
Mrd. The capital and reserves of this Fund are as follows: 

a) Contribution from the Mi of NCrl,000,000 .s initial 
capital. 

b) Contribution to the Fund by the financial institutions 
which attract the savings from the public.

c) Profits on the investments of these funds (at prozent 
the total resources of this Fund are Cr2,000.,000).

2) Cost: Each financial institution pays a premium of 0.5% 
per annum or 012&,U pnr qua'ter on the total balance3 of savings accounts 
and Letras on th, last day of previous quarter.

3) Covergas: The deposit insurance covers up to a maximuum of
 
400 UPCs per savar or Letras in circulation. The risk is against incolvenc
 
or bankruptcy of the SCIs or APEs.
 

4) Finnncial Institutions: SCIs and APEs.
 
5) initial date, This insurance was instituted in July 1966.
 

V. d,; ?olicies of Su>erviae.d Institutions
 

je thrce incti-tutions supervised by the D, that originate mortgage
loans to the public are Caixas, SCIs and APEs (APEs will covence operation
in K:.?ch 1968). Th-- following is a zu r,'ry of the mortgage loans made 4 y 
thoz.: institutiorta in order for these loans to be eligible for sale to
 
the BUTM:
 

http:includi.ng
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Ratio of Closing
30._iurf Unm e Poan to Va.ue T "rm Cosing 

illiM.un s-ries -- 90% 20 yrsFrom 300 to 400 SoMe 10% 5%80% 15 yrs 10% 
 5%
 

SCIs and APEs 
1atio of Closing


Up to 100 90% 18 yrs 10%From 101 to 150 S.M. 
 90% 15 yrs 10%
From 2%151 to 200 S.M. 90% 12"yrs 10% 2%From 201 to 250 SoMe 80% 10 yrs 10% 2%
Fronm 251 to 300 S.Mo 80% 8 yrs 10%
From 300 to 400 SoM. 80% 2%
6 yrz 10%From 401 to 500 S.M. 80% 5 yrs 10% 

2% 
2%
 

Although at present closing costs are 5%, the BNH is recommending the
reduction of closing costs to 2%. 

A.0 .e-,dj st-,r.ont or tM'onetary Correction: 

All mortgage loans originated by these three institutions are
adjustable mortgages.
 

Chapter II of Law 4380 dated September 21, 1964, establishes
rules and regulations for readjustment of mrtgages and m=nthly payments. 
The following is a resume of theof this readjustment m=st important characteristicsfeature as it applies to principal and monthly payments 

1) 2rinciiaL naknts The readjustment of principal is madequarterly on the wnpaid principal balance of the mortgage loan.
This readjustment or monetary correction is based on the
same index used to readjust Treasury notes. 
Thiq index is based on the
wholesale prices of basic products selected by the National Board of Economy,As a result of this readjustment, DIZ has created the UPCs. This unit is
the index of currency used by BITH in all its transactions.

This readjustment index does not coincide with the minimum
salary readjustment; historically, salaries have increased at a slightly
faster rate than the UPC.
 
Salaries are readjusted once a year, while the UPC is
readjusted on a quarterly basis. 
 (See Exhibit #5).
Exhibit 4-6 shows the readjustment of the UPC since its
inception in the four quarters of 1964 until the end of the fourth quarter
of 1967. 
At present, one UPC is NCr27.38. 2) Monthly enyvrentst 
 With respect to adjustment of mortgage
loans originated by the three above mentioned financial institutions, there
are three plans, as follows:
 

http:NCr27.38
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a) Plan A: Under this plan, the index is based on the 
increase of the minimum salary, as detcrmined once a year by the Minister 
of Labor. At present, the minimum _alary is ?1CrOS5 for the .oSt developed 
areas of Brazil. Also under this plan, the term of this ortgago may 
increase up to 150% of the original life of the wrtg,ge. 

b) Plan B: Under this plan, the same UPC index is used. 
The term of the rortgage does not change because the m~nthly payments are 
readjusted on the same basis as the unpaid principal arount of the mortgage. 
This readjustment tan:es place on a quarterly basis. 

The BI'H officers stated that this is the most practical
 
plan for readjustmtnt of the =nthly payment.
 

c) Plan C: Under this plan, the index used is a 
combination of minimum salary and UPC. BNH officers feel that this plan 
is not practical and, at present, BNIM is not buying mortgages which have 
this readjustm-ent plan. 

The basic legislation for this readjustment is Law 4357, 
which provides for the readjustmnent of Treasury notes. Law .44380 instituted 
the readjustmant clause for mortgage loans under the SPH and BEM,. 
Instruction No. 5 dated January 29, 1966, of the BINH and Decree-Law No. 19
 
dated August 30, 1966, establish criteria on monetary correction for
 
transactions under the SFHn and Resolution No. 106 of November 17, 1966, 
determines the formula for valuatin of UPC.
 

B. Conflict of Xnterest:
 

Law 4595 of December 31, 1964, creates the Monetary Board.
 
Paragraph 37 restricts regulated financial institutions from originating
 
loans to;
 

1) Directors or mem-bers of its Executive Board. This prohibitic
 
applies to spouses as well as near relatives.
 

2) Individuals or institutions owning more than 10% of the
 
stock of the lendi.ng institutions. This could be waived by special
 
authorization of the Central Bank.
 

The penalties mentioned in Chapter 5 of this Law are severe.
 

CO Mortgage Notes: 

Decree-Law 70 of November 21, 1966, establishes that all mortgage 
loans of financial institutions within the SFH must have separate mortgage 
notes. In the event there is a second m~rtgage, a sopa-rate mortgage note 
is used. The monetary value of these notes must be e:cpressed in U-Cs. On 
all mortgage loans within the PNH of the BNH, the mortgage notes are subject 
to being regulated by the above mntioned legislation. 

The above legislation greatly facilitates the transfer of 
mortgage loans. As a result, a very active secondary mortgage market is 
being created. 

http:lendi.ng
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V1. 	Finanainq to SuUrvj.cd Inztitutions
 
One of tho most important responsibilities of BNH is to Provide
fi;%ancial assistance to those institutions which constitute the SF11.
in-titutions which at present benefit from the financing of BNH are tho
 

The
 
Caixs, the SCIs, and in 1968 the APEs.
 

Dasically, BNH provides financial assistance to the SCIs in three
different type3 of financinV, as follows:
 

A, 	 Purchasing of Letras.

D. 	 Purchasing of mortgages.
C. 
 Financing with collataral guaranty of mortgage portfolio.
The Caixas and the future APEs will be assisted through the last two
typos of financing mnntioned above.
 

A* 	 p!,Chi of Letras:
 
D13I' will buy from the SCIs a percentage of the Latras they sell
to the general public. 
'BNH charges 1% for administrative cost and 1% for
technical assistance, in addition to 1% for the promotion and advertising
of the selling of the Letras on a national basis. Legislation does not
establish a maximum term, for the Letras.
 
The 	SCIs began selling Letras in June 1966. 
At present 26 SCIs
are selling Lotras to BNH.
 

The following chart shows the amount of Letras that the SCIs
have sold to the BITH and the amount of Letras sold by SCIs to the general
public: (in millions of NCrs).
 

,Sold to BNH 
 Sold 	to Public
December 1966 
 4.7 6.9
March 1967 
 8.2
June 	1967 18
27 
 43
October 1967 
 61 
 69
November 1967 
 68 
 (Not available
 
at timo of visit)


B. 	 Purchasing of Mortaqpes:
 
Resolution No. 101 of November 7, 1966, of BNH, 
establishes the
rules and regulations governing the purchasing of mortgages from the Caixas.
SCX6 and APEs, as well as from the "iniciadbres".
 

http:SuUrvj.cd
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The ortgages bought by BNH have to meet eligibility requiremantaof the SFII. Basically, these general requiremants are as follows: 
1) Tho value of the house may not exceed 500 minimum salaries.2) The loan way not cxceed 80% of the valul. of the house.ratio may be increascd in special cases to 90%, for example, 

This 
when .financinShouses of value of.ldss than 200 minimum salaries.

3) Vae wrrtgagor may hot own another house.
4) The mortgagor must be a registered voter, and must have
voted in th.3 last election.
 
5) The cost of construction cannot exceed the cost pre­established by =::1 for the different regions of the country.6) The loan must be for construction of housec or housesconstructed within the prior 6 months. 

BNI! estab.lirhes a line of credit for each SCI for the pu.rchasingof mortgages, with a maximum of 10 times the capitalization and reserves.
This ma.nwmwi limitation is established by legislation. At present WVI
has establihed a m-3ximum of 5 times capital andthe reserves or 30% of'dI mortgage portfolio, whichever is less. This line of credit not onlyincludes the purchasing of rzrtgages, but also the othcr types of financ­ing to the institutions. 

?.o were infor.,d by officers of BIN.I that this policy will beinstituted for the APEs also. The present line of credit to the Caixas
is from 50%; to 65% of the mortgage portfolioo 

On vortgages purchased from institutions, BNH pays a service
 
fee of 1%.
 

The interest rate paid by the Caixas is 6% per ann.um and 1%
initial cost. An of Nova.ber 19067, BNH had bought from the Caixas
approximately NCr80 million. 
 (Sac Exhibit #7).
 

The following chart shows the distribution of the purchasing of
mortgages from the Caixz.a and the SCIs, according to value of the house:
 

I..we 'Value Caixas 
 SCIs
 
UP to 200 So4. 75% 
 75%
300 SMo 2o% 20%
400 S.N!o 
 5% 5%
500 S.M. nonej
 

The above indicates that the investments of BfTi are concentrated
in the purchasing of mortgages in the lower cost-range.
 

The following chart shows a comparison of house valuosl.with
 
porcentag, of mrt,!age values
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Ratio of Purchasing
oof VoMortqq, to Value 
up to 100Up to 80%From 101 to 150 SMo Up to 70% 
Fron 151 to 200 S.M° Up to 65% 

.nro201 to 250 SIMI Up to 6W3From 251 to 300 S.M, 
 Up to 55%
From 351 to 400 SoMe Up tp 50%Fro m 401 to 500 S.M. Up tp 40% 

The CaiXas and the SCIs (andmn rtgigves to h. the APEs in t~e near future) sellby creating tw% "cadulas" (mortgage notes). Thea first Mortgage lien on the firstfisproperty for the araount which 13Nfland the second "cedula" is represented by a second 
will buy, 

institution retains. mortgage which theWe see 
no problem with this procedure, since both
mortgages carry r"ortgage insurance. 

B!rn has developd all forms and procedures to expedite the
purchasing of mortgages from the inztitutions.
 

C. Finnncqng witli CoIlteral Guarentv of ?-Iort£a' Portfolio: 
The last typz of financial asaistance to the institutions
by B'- is the financing of mortgagetrj tirx of our visit P.NH portfolios. Although athad not started using this mathod of%.r. were by financing,, offic rs of WnI that the first transaction viuld takeS.e ~with-n the next fe;i days. The term:s of this lending are for threemars, with thl- collaral guaranty of mortgages in the amount of 120%of the Iean at 8zV in._arest and costs of 2% divided as follows (complying
with R.--1uition 10? of Vlovember 29, 1966)s 

1% administration fee.
 
. 1% for. technicafl assistance.
 

Th. 
 aymnnt will be made as follows: Interest only for tha
first year, and equal m-nthly installments for the amrtization ofprincipal and interest &or the last 24 months. 

VI0 Savings -policy 

During the meeting with the President of the DNH, he assured us thatthe policy of the financial institutions which form the housing financing
system will be changed from a compulsory savings program to a free savings.
program.
 

As an c-arplb of
Novewbor 

this change of policy, we were informed that on1, 1967, the WH issued a Resolution by which the holders of SCXcompulsory Letras with a maturity of 20 years could convert fo free savings
accounts with a one year term. Of the NCr45,000,O00Lutras, N4rlO,000,000 were converted 
of theso compulsory

during the month of November, 
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All savings within the system. are readjusted on the same basis as the 
1rortgage loans. The three institutions (Caixas, SCIs and APEs) have free 

with savings passbooks, dividends paid sermi-annully. and, inaccounts 
genoral, although they have not started extensive promotion of free savitigs, 
the general feeling of all individuals we mat is that they are preparing 
themselves to vigorously expand this facet of the business, particularly 
the SCIs and the Ar's. 

We fcel that if proper steps are taker,- this system may produce an 
unusually largo volume of free savings.
 

Among other things, the BlH is preparing a very broad advertising 
program for promotion of free savings which will substitute, in part, the 
prortion they have been conducting for the sale of Ltras. We feel that 
the promotion of Letras conducted by the BEH has been successful. 

The only financial institutions under the supervision of the ENH which 
are offeriag "linked" savings accounts are the Caixas. We havc bocn 
informed that this is done only for political reasons and to avoid placing 
the Caixas in a povition of giving mortgage loans to individuals who have 
not been able to accumulate snvings. The SCIs and the future APEs are 
prohibited by regulations from having any "linked" savings accounts. On 
the other hand, at present, only those people interested in purchasing 
homes are coming to the institutions to opnn a free 3avings account. The 

BNH and the financial institutions have the responsibility of conducting 
an educational program for the purpose of promoting free savings for the
 

sake of thrift as well as for the sake of a loan. 

The future months w411 be decisive in determining the succoss of the 
fr~a savings program. It is our opinion that one of the most important 
jobs for AID in Brazil in housing is to provido maximum technical assistanc, 
during this period of time for the purpose of developing the free savings
 
program.
 

VIII .Others 

A. Supervision of Xnstitutions: 

Although at present P!1 has only six examiners to conduct the 

annual audits on the supervised financial institutions (SCIs and in the 

very near future the APEs), we feel that they have a most adequate proccaur 

established for supervision. Each month these institutions are requirc(d 
An annual audit is conducted
to =end a full detailed stateant to the BNH. 


by these examiners.
 

At the time of our visit, all the SCIs in Rio had been audited
 

and tho of-icar in charge of the supervision stated that he was pleased
 
with the results.
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mnpas prepared torms and developed procedures for its use as
 
supervisory agent. This supervision conducted by BNH is completely

indepondant from that of the Contral Bank, which moans that each of the
 
SCts and future APEs will be supervised by both BNH and Central Bank.
 

Within the BPH is a Department which compiles and maintains all
 
statistics obtained from information furnished by SCIs and future APEs.
 
Wo were furnished with the statistical forms being used which appeared to
 
Le adequate.
 

B, Aanj i sers of BENi-: 

Most of the appraisers of BNH are not employees of the Bank. They
 
are engaged to do work under separate contract. BNH feels that they are
 
receiving more efficient and independent service than if appraisers were
 
hired directly by the Bank.
 

C. At-=o'jntna of E: 

At present BNJH has mechanized equipment including a rented 
co:nputer service for its accounting department. While meoting with the 
officers of B!H we were impressed with the great amount of information 
readily available to us at our request. 

D. Reel Ztatc T'xes in Brazil: 

Although there are variations by regions, we were informed by

B!UH that the average real estate tax on the type of houses to be financed
 
under the BNUM plan is 10% of the aosessed annual rental. The annual rent
 
on a house is usually approximately 10% a year of the market value of the
 
house. 

This meansthat the tax will approximate 1% of the value of the 
house. There is a transfer tax on the sale of real estate which amounts 
to 1% of the sales price. 

E, L-:Iqal MatL%'L , 

N- w legislation in Brazil provides that a simple instrumcnt of 
sale and =rtgag between the mortgagor and a financial institution within 
the SrH is eligible for registration in the Public Register. Thereafter,
it becocas a public instrument. This procedure is a substantial improvement 
in the developing of a housing program since it considerably expedites the 
processing. A Notary Public is not necessarily involved.
 

F. Tax Exemption on U.S. Investment: 

The basic legislation on this subject is Article No. 16 of Law 
No. 4862 of November 29, 1965. This article exempts all interests and 
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commissions received by national or foreign investors for loans made to 
the National Housing Bank 'or financial institutions within the SFH. Xn 
those cazes of oans made to financial institutions, the approval of the 
Dl{ is required. In our meeting with the President of BN, we were 
informod that thy would prefer to have all UoSo Investments channelled 
through the PlNH for tax exemption and other purposes, as described in 
Section IX of this Report. The following law also regulate tax exemption 
on US, Investments: 

- Decree Lnw'No. 165 of February 13, 1967.
 

- Article 42 of Decree Law No. 70 of November 21, 1966. (This
 
legislation includes the BNI, the Caixas, both federal and state, the SCIs,
 
future APEs and other eligible inatitutions as recipients of funds to
 
qualify for the exemption). 

- Article 62 of'Law No. 4728 of July 14, 1965. 

G. "Aval' (GuaranLt-,.bBN: 

Resolution 58 ot the BNH of March 3, 1966. establishes the
 
conditions and characteristics of the "aval" (guaranty) given by the BNl
 
on domrestic or foreign financing for the SFH through the financial agants
 
supervised by BNa for housing under Law No. 4380.
 

In order to obtain this "avh.l", the above mentioned finoncial
 
institutions must obtain prior consent from the BITH. B.NI has developed 
a procedure including forms to be submitted by the financial institutions
 
when requesti.ng the approval of the "aval". *NH will charge a fee (which 
has not been datermined yet) for providing the "aval". The President of
 
the DN"! agreed to inform us of the amount of the fee as soon as it is 
determined. The above mentioned resolution establishes a maximum of 
USQ250,000 for "avals" on foreign loans. The approval of the Central Bank 
is a prerequisite for the issue of an "aval" by the BNH. 

IX, Conclusions and Recommendations 

The President and other high officials of the BN! are interested in
 
having the BNH act as a borrower on all housing investmsnt guaranty
 
projects for both, specific projects as well as mortgage credit institutions.
 
In casns of specific projects it is our recommendation that the B.ITLuvrve 
as a prime Administrator, subcontracting the actual martge servicing to 
"an APE or an SCI, with prior approval of AID. This procedure of selecting 
the actual mortgage servicing institution was accepted by BNH officials. 

We believe the Housing Investment Guaranty Program will work more
 
cWfectively in Brazil if all loans are made to the BNH, while earmarking
 
the funds for the approved applications. The benefits of doing this are:
 

http:requesti.ng
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A. 
 The full guaranty of the Government of Brazil through the BWi1,
including the exchange risk guaranty. 
If the loan is made to a differententity, the maximum amount of guaranty from BNH is, at present, US250,000. 
B. The BNH will exercise additional supervision over the financial
irstitutions when mortgage credit institutions are the applicants and over
the specific projects, which cannot be provided by the Mission.
 

C. This policy would give support to the National Housihg P'an,supervised and prominted by the BNH as being part of the National 7.i-.,- cPlan. Altouyh the B.F. and its functions are new, we feel tiat the basiclegislation and structure are sound. 

D, The cost of the full guaranty (aval) of the BNH, although not
yet determined, will likely be in the neighborhood of 1% of the unpaid
principal balance plus a reasonable initial fee which is in common usein the country. The "aval" should reduce the AID fee to 0.5%.
 

E. 
 The difference between the cost of U.S. funds (approximately 7%)
plus the cost of D711 "aval" (appYoximately 1%), and the prevailing rate
paid by the mortgagor (at present 10% plus 2.4% servicing fee >.--id or. a
monthly basia), will be used for improvements within specific -rpjccts.The BDN11 was cnthusiastic about this idea 	because they feel that this wouldprovide the Brazilian people with a new pride in community living. 
From
the AID point of view, it would be extremely important sponsor projectsto
with 	this unique feature. 

F* 	 B1 is cormitted to the provision of adequate technical ar'distanceto carry out its program. UoS0 technical assistance will not only be
welcome but have stronger effect because of BWH's enthusiastic support.
 

Wh.ilc there is always the possibility of the duvelopmint of a
considerable amount of red taps when dealing with large institutons, wfeel that this will not be a sufficiently -.LSative factor to change
above recon-m.ndations. 

our 

that 	
Note: W.hile meeting with the President of the BNH, he informed usa UoS, Investor can obtain exchange risk guaranty only by having thenNIf act as a borrower. This is the result of a Resolution: of theCentral Bank. 
When we asked for a copy of this Resolution, we were
informed that this was not available for distribution, but that this
Resolution is a complementary ruling of Decree Law 283 of February 28, 1967.
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STATUTORY CHECK LIST 

BRAZIL - Project HG#1, Gomes de Almeida 

Section 222(a):
 

The 	A.I.D. guaranty fee will be in an amount consistent with feespreviously charged for housing guaranties authorized b- the Administrator
in accordance with the powers delegated by the P:esidsnt. 

Section 222(h):
 

The 	 rate of interest allowable to the eligible United States investorto be prescribed by the Administrator will not be less than one-half
of one per centum above the current rate of interest applicable to
housing mortgages insured by the Department of Housing and Urban Deve­lopment and it 	 onewill not be more than per centum above such rate. 

Section 223(a) and (c): 

The "investment"and the "eligible United States investors" shall be such
 
that they are wholly within the 
included definitions. 

Section 224(a): 

This project meets the intent of the Congress. 

Section 224(b) (1)and (5): 

1. 	This project.is a demonstration private housing project of a type

similar to those insured by the Department of Housing and Urban 
Development.
 

2. 	 25 per centum or more of the aggregate of the mortgage financing ofthis project will be made available from sources within Brazil and
shall not be derived from sources outside thereof.
 

Section 224(c),:
 

1 	 The total face amount of housing guaranties issued will not exceed 
$500,000,000 including this project. 

2. 	No payment will be made under the guaranty for any loss arising out
of fraud or misrepresentation for which the investor is responsible.
 

http:project.is
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STATUTOrY CHCK LISE 

BRAZIL - Project HG#3, Gomes de Almeida
 

Section 222(a): 

The A.I.D. guaranty fee will be inpreviously charged 	 an amount consistent with feesfor housing guaranties
in accordance 	 authorized by the Administratorwith the powers delegated by the President. 

Section 222(h):
 

The rate of interest allowable to the eligible United States investorto be prescribed by the Adinistrator will not be less than one-half
of one per centum above the 
current rate of interest applicable 
tohousing mortgages insured by the Department of Housing and Urbanlopment and it will not be 	 Deve­more than one per centum above such rate.
 
Section 223(a) 
 and c): 
The "investment and the "eligible United States investors" shall 	be suchthat they are wholly within the included defi"itions. 
Section 24(a):
 

This project meets the intent of the Congress. 

Section 224 (b) (1)and (5): 
1. 	 This project, is a demonstration private housing project of a 
 type
similar to those insured by the Department of Housing and Urban
Development.
 
2. 25 per centum or more of the aggregate of the mortgage financingthis project will be made available from 	 of 

sources within Brazil andshall not be derived from sources outside thereof. 

Section 224(c): 

The total face amount1. 	 of housing guaranties issued wil not exceed$500,000,000 including this project. 
2. No payment will be made under the guaranty for any loss arising outof fraud or misrepresentation for which the investor is remionsible. 
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fiTATUTQRY CHECK LIh 

BRAZIL - Project HG#7, Cia, Brasileira de
 
Paviementacao e Obras
 

Section 222( , 

The A.I.D. guaranty fee will be in an amount consistent with fees 
previously charged for housing guaranties authorized by the Aduinistrator 
in accordance with the powers delegated by the President. 

Section 222(h):
 

The 	rate of interest allowable to the eligible United States investor 
to be prescribed by the Administrator will not be less than one-half 
of one per centum above the current rate of interest applicable to 
housing mortgages insured by the Department of Housing and Urban Deve­
lopment and it will not be more than one per centu above suAh rate. 

Section 2.23() and W):
 

The "investment"and the "eligible United States investors, shall be suah
 
that they are whol1y within the included definitions.
 
Section 224(&)$!
 

This project meets the intent of the Congress.
 

Section 22(b) (1)and (5) 

1. 	 This project is a demontration private housing project of a type
similar to those insured by the Department of Housi and ba&W 
Development. 

2. 	 25 per cemtum or wore of the aggregate of the mortgago financing of 
this project will be moado available from sources within Brasil and 
shall not be derived from sources outside thereof. 

Aection 22AJ(€} i 

1. 	 The total face amount of housing guaranties issued wil not exceed 
$50,000,000 including this project. 

2, 	 so payment win be made underthe uarnty for any loot arising ot 
of fra&d or misrepresetation for iah the investor is responsible. 
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EETU?'Y CHEr LiBT 

BRAZIL - Project HG#9, The National Housing 
Bank and The National Steel Company 

The A.D.t) guaranty foo vill be in an amout oonsistent with fees 
prevIoualy charged for hoing guaranties authorized by the Admunistrato 
In eacordronoe with the powers delegated by the Preaideant. 

Srctn222(h)t 

The rate of intereat allowable to the eligible United States invoctor 
to be eacribed by the Adaniatrstor win not be less than one-half 
of one per centum above the current rate of interest applicable to 
hJou3sng wzrtgpgea insured by the Departaont of Housing and Urban Dew­
lojmrst and It vi1 not be more than one per cent= above such rate. 

sc-rtin 022(m') and Cet), 

The " inveot ontdI and the Oeligible United States investors" d Lbe sach 
that they are wholly within the included definitions. 

Thio projet meets the intent -f the Congres. 

SqectJr, 22(b). (I) Wdnd (511 

1. 	 This project, in a dmonstretin private housing project of a type
similar to those inued b7 the Depftrtmant of Housing and Urban 
Development. 

2. 	 25 per centum or more of the aggreate of the mortgage financing of 
thia project will be =adoevailble from souroes within DssLl and 
shall not be derived from sources outside thereof. 

1. 	 The total face amont of husaing guaranties issued wUi not eceed 
t,5OOO00,O00 including this project. 

2. 	 go pVyment will be made under the guaranty for ay loss arising out 
of fraud or usisepresentatio tor WAih the Investor in reponsble. 
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STATUTORY C LI 

BRAZIL - Project HG#14, Economiua, S.A.
 

Section 222(a):
 

The A.I.D. guaranty fee will be in an amount consistent with fees
previously charged for housing guaranties authorized by the Administrator
in accordance with the powers delegated by the President.
 

Section 222(h):
 

The rate of interest allowable to the eligible United States investor
to be prescribed by the Administrator will not be less than one-half
of one per centum above the current rate of interest applicable to
housing mortgages insured by the Department of Housing and Urban Deve­lopment and it will not be more than one per centum above such rate.
 

Section 223(a) and (c):
 

The "investment" and the "eligible United States investors" shall be

such that they 
are wholly within the included definitions. 

Section 224(a):
 

This project meets the intent of the Congress.
 

Section 224(b)(2):
 

The sponsor of this project is a credit institution in Brazil engaged

directly in the.financing of home mortgages.
 

Section 224(c):
 

1. The total face amount of housing guaranties issued will not exceed$500,000,000 including this project. 

2. No payment will be made under the guaranty for any loss arising outof fraud or misrepresentation for which the invastor is responsible.
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hSATUTORY CHECK LIST 

BRAZIL - Project HG#15, Minas Oeste, S.A.
 

Section 222(a)s
 

The A.I.D. guaranty fee will be in an amount consistent with fees
 
previously charged for housing guaranties authorized by the Administrator
 
in accordance with the powers delegated by the President.
 

Section 222(h):
 

The rate of interest allowable to the eligible United States investor
 
to be prescribed by the Administrator will not be less than one-half
 
of one per centum above the current rate of interest applicable to
 
housing mortgages insured by the Department of Housing and Urban Deve­
lopment and it will not be more than one per centum above such rate.
 

Section 223(a) and c):
 

The "investment" and the "eligible United States investors" shall be
 
such that they are wholly within the included definitions.
 

Section 224(a):
 

This project meets the intent of the Congress.
 

Section 224(b)(2):
 

The sponsor of this project is a credit institution in Brazil engaged
 
directly in the financing of home mortgages.
 

Section 224(c): 

1. Th& total face amount of housing guaranties issued will not exceed
 
$500,000,000 including this project.
 

2. No payment will be made under the guaranty for any loss arising out 
of fraud or misrepresentation for which the investor is responsible. 
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DRAFT 
GUARANTY AUTHCRIZATION 

Provided From: Investment Guaranty Funds 

BRAZIL : National Housing Bank 

Pursuant to the authority vested in the Deputy U.S. Coordinator,
 
Alliance for Progress, by the Foreign Assistance Act of 1961, as
 
amended (FAA), and the delegations of authority issued thereunder,
 
T hereby authorize the issuance of a guaranty pursuant to Part I,
 
hapter 2, Title III, Section 224 of the FAA of not to exceed
 
($18,000,000) assuring against losses of not to exceed one hundred
 
per centum (100%) of loan investments by an eligible U.S. Investor
 
or Investors acceptable to A.I.D. for the long-term financing of
 
pilot demonstration, local participation and mortgage credit
 
institution housing projects to be constructed in Brazil.
 

This guaranty shall be subject to the following terms and conditions: 

1. 	 Term of Guaranty: The guaranty of the loan shall extend for a 
period of up to twenty-five (25) years from the dates of the 
disbursements of the respective installments of the loan. 

2. 	Interest Rate: The rate of interest payable to the Investor(s),
 
with respect to the loan, shall not exceed the allowable rate of
 
interest prescribed by the Administrator pursuant to Section 222
 
(h) of the FAA.
 

3. 	Fee: The feb of the United States shall be payable in dollars 
and shall be one-half of one per centum (1/2%) of the outstanding 
guarantied amount of the loan per annum. 

4. 	 Government of Brazil Guaranty: The Government of Brazil shall 
provide a full faith and credit guaranty to A.I.D. assuring 
against any and all losses resulting to A.I.D. by virtue of its 
guaranty to the U.S. Investor or Investors. This guaranty of 
the Government of Brazil shall be payable to A.I.D. in U.S. 
-dollars.
 

5. 	 Other Terms and Conditions: The guaranty shall be subject to 
such other terms and condtions as A.I.D. may deem necessary.
 

Deputy U.S. Coordinator 

Dite.
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Dr. Mario Trindade, President
 
Banco Nacional de Habitacao
 
Av. Presidente Wilson 164
 
Rio de Janeiro, Brazil
 

Subject: Housing Guaranty Program
 

Brazil - Projects HG#1, 3,

7, 9, 14 & 15
 

Dear Dr. Trindade:
 

We are pleased to inform you that on the basis of the proposals

previously submitted for subject projects, the studies made by this

office and the discussions between our offices, the Agency for
 
International Development (A.I.D.) has authorized the issuance,

within not to exceed one year from this date, of a guaranty protect­
ing against loss of one hundred per centum (100%) of a loan invest­
ent of not to exceed eighteen million dollars ($18,000,000) by


United States investors (Investors) to the Banco Nacional de Habita2ao
for the long-term financing of housing in Brazil. 
In accordance
 
with the discussions between our offices this amount includes the

long-term financing for the specific projects proposed by the applicants

for HG#1, 3, 7 and 9 and for general relending by the applicants for
 
HG#14 and 15.
 
The authorized amount of guaranty shall be subject to the following
 

distribution:
 

1. $2,700,000 for HG#1, Gomes de Almeida
 

2. $4,900,000 for.HG#3, Gomes de Almeida
 

3. $3,000,000 for HG#7, Cia Brasileira de Paviementacao e Obras
 

4. $3,400,000 for H4i9, The National Housing Bank and the
 
National Steel Company
 

5. $3,000,000 for HG#14, Economiua.,S.A.
 

6. $1,00,000 for HG#15,Minas Oeste, S.A.
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The guaranty contract document will describe more fully the purpose
 
and method of utilization of the guaranty. 

The authorized guaranty shall be subject to the following terms and
 
conditions:
 

A. GENERAL FOR ALL PROJECTS:
 

1. The guaranty shall extend for a period of up to twenty-five
 
(25) years from the dates of the disbursements of the respective
 
installments of the loan.
 

2. The rate of interest payable to the Investors, with respect
 
to the loan, shall not exceed six and one-half per centum (6J%) per
 
annum.
 

3. The Government of Brazil shall provide a full faith and
 
credit guaranty to A.I.D. assuring against any and all losses resulting
 
to A.I.D. by virtue of its guaranty to the U.S. Investors.
 

4. The fee of the United States shall be payable in dollars and
 
shall be one-half of one per centum (J%) of the outstanding guarantied 
amount of the loan per annum. 

5. There shall be submitted, for each of the projects, within 
60 days of the date hereof, evidence satisfactory to A.I.D. of a firm 
commitment for the long-term mortgage financing from Investors accept­
able to A.I.D. 

6. There shall be submitted to A.I.D. within 120 days of the date 
hereof draft coatract documents. 

7. The Guaranty shall be subject to such other terms and condi­
tions as A.I.D. may deem necessary.
 

B. CONDITIONS FOR PROJECTS HG#1, 3. 7 and 9 ONLY:
 

It is expected that the processing of these projects will be
 
subject to the usual procedures of the BNH. However, the following
 
items will be subject to the specific review and approval of A.I.D.:
 

1. Firm commitment for construction financing. 

2. Plans and specifications. 
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3. Sales prices (not to exceed $6,500).
 

4. Plan for the development and maintenance of community
 
facilities.
 

5. Inspection (including material testing). 

6. Surety that construction of any homes started will be 
completed. 

7. Costs to be incurred by homeowners (including closing
 
costs and monthly payments).
 

8. All of the conditions of Section A, above,
 

It is intended that these projects be under construction within 
one year from the date hereof and that the necessary processing will 
be scheduled to meet that deadline. Actual construction should not, 
however, commence without the prior written consent of A.I.D. 

C. CONDITIONS FOR PROJECTS HG#14 and 15 ONLY 

It also expected that the processing of these projects will be 
subject to the usual procedures of the BNH. It is further expected 
that the BNH shall relend this money according to the same rules 
and regulations as their own funds. Additionally the following items 
will be required: 

1. Sales prices not to exceed $5,000 excepting that where the 
financing is in the form of two mortgages with the SCI holding the 
second mortgage in an amount of 25% or more of the total of the two 
mortgages the sales price may be increased to $6,500. 

2. Mortgages made with funds derived from this Guaranty shall
 
not be concentrated at any single construction site in excess of
 
$100,000 without the prior written consent of A.I.D. Such a
 
concentration shall also be subject to the specific conditions stated
 
in Section B, above, for projects HG#1, 3, 7 and 9.
 

3. All of the conditions of Section A, above.
 

It is not intended that any information about the terms of the guaranty 
agreement be released to the public at this time. We shall be pleased 
to coordinate with you and other participants in the projects the 
release of information about the projects at a later date.
 

Sincerely yours, 

Peter M. Kimm 
Deputy Director for 

Guaranties and Engineering 

Housing and Urban Development Division 
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LETTER OF ADVICE
 

Gomes de Almeida, Fernandes de

Sao Paulo Engenhario S.A.
 

Av. Higienopolis, 308
 
Sao Paulo, Brazil
 

Subject: 
Housing Guaranty Applications
 
BRAZIL - HG4L 

Dear Sir: 

We are pleased to inform you that on the basis of your previously
submitted proposal, and discussions between our respective representa­tives, the Agency for International Development (A.I.D.) has authorized
the issuance, within not to exceed one year from the date hereof, of a
guaranty protecting against loss of one hundred per centum (100%) of a
loan investment by United States Investors (Investors) to you for the
long-term financing of your project.
 
The guarantied investment
the shall be in the fprm of a guarantied loan byInvestors to the Banco Nacional da Habilacao (BNH).
will provide line The BNH in turn,a of credit to you to provide the long-term financingfor your proposal. 

The enclosed letter to the BNH explains how this Guaranty will be issuedand states the amount that will be subject to guaranty for your project.
It also states some of the terms and conditions to which the Guarantywill be subject.
 

Should you have any questions on this aspect of the Guaranty please feelfree to contact the Housing and Urban Devclopment Division of the A.I.D.
office in Rio de Janeiro. 

It is not intended that any information relating to the Guaranty be
released to the public at this time.
with you We shall be pleased to coordinateand the other participants in the projects the release ofinformation about the projects at a later date. 

Sincerely,
 

Peter M. Kimni
 
Deputy Director for
Guaranties and Engineering
Housing and Urban Development Division
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LETTER OF ADVICE
 

Gomes de Almeida, Fernandes de
 
Sao Paulo Engenhario S.A.
 

Av. Higienopolis, 308
 
Sao Paulo, Brazil
 

Subject: Housing Guaranty pplicatios
 

BRAZIL - HG#3
 

Dear Sir:
 

We are pleased to inform you that on the basis of your previously
 

submitted proposal, and discussions between our respective representa­

tives, the Agency for International Development (A.I.D.) has authorized
 

the issuance, within not to exceed one year from the date hereof, of a
 

guaranty protecting against loss of one hundred per centum (100%) of a
 

loan investment by United States Investors (Investors) to you for the
 

long-term financing of your project.
 

The guarantied irvestment shall be in the form of a guarantied loan by
 

the Investors to the Banco Nacional da Habitacao (BNH). The BNH in turn,
 

will provide a line of credit to you to provide the long-term financing
 

for your proposal.
 

The enclosed letter to the BNH explains how this Guaranty will be issued
 

and states the amount that will be subject to guaranty for your project.
 

It also states some of the terms and conditions to which the Guaranty
 
will be subject.
 

Should you have any questions on this aspect of the Guaranty please feel
 

free to contact the Housing and Urban Development Division of the A.I.D.
 

office in Rio de Janeiro.
 

It is not intended that any information relating to the Guaranty be
 
We shall be pleased to coordinate
released to the public at this time. 


with you and the other participants in the projects the release of
 

information about the projects at a later date.
 

Sincerely,
 

Peter M. Kimm
 
Deputy D rector for
 

Guaranties and Engineering
 

Housing and Urban Development Division
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LETTER OF ADVICE 

Continental Homes, Inc.
 
1730 K Street, N. W.
 
Washington, D. C.
 

Subject: 'Housing Guaranty Applications

BRAZIL - HG#7 

Dear Sir:
 

We are pleased to inform you that on the basis of your previously

submitted proposal, and discussions between our respective representa.

tives, the Agency for International Development (A.I.D.) has authorized
 
the issuance, within not to exceed one year from the date hereof, of a

guaranty protecting against loss of one hundred per centum (100%) of a 
loan investment by United States Investors (Investors) to you for the 
long-term financing of your project.
 

The guarantied investment shall be in the form of a guarantied loan by

the Investors to the Banco Nacional da Habitacao (BNH). The BNH in turn,

will provide a line of credit to you to provide the long-term financing

for your proposal.
 

The enclosed letter to the BNH explains how this Guaranty will be issued 
and states the amount that will be subject to guaranty for your project.
It also states some of the terms and conditions to which the Guaranty
will be subject. 

Should you have any questions on this aspect of the Guaranty please feel

free to contact the Housi-ng and Urban Development Division of the A.I.D.
 
office in Rio de Janeiro.
 

It is not intended that any information relating to the Guaranty be
 
released to the public at this time. 
We shall be pleased to coordinate
 
with you and the other participants in the projects the release nf 
information about the projects at a later date. 

Sincerely,
 

Peter M. Kimm
Deputy Director for
 

Guaranties and Engineering
 
Housing and Urban Development Division
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LETTER OF ADVICE
 

Banco Nacional da Habitacao
 
Av. Presidente Wilson, 164
 
Rio de Janeiro, Brazil
 

Subject: Housing Guaranty Ap.ications
 
BRAZIL HG#9 

Dear Sir:
 

We are pleased to inform you that on the basis of your previously
 
submitted proposal, and discussions between our respective representa­
tives, the Agency for International Development (A.I.D.) has authorized
 
the issuance, within not to exceed one year from the date hereof, of a
 
guar'anty protecting against loss of one hundred per centum (100%) of a
 
loan investment by United States Investors (Investors) to you for the
 
long-term financing of your project.
 

The guarantied investment shall be in the form of a guarantied loan by 
the Investors to the Banco Nacional da Habitacao (BNH). The BNH in turn, 
will provide a line of credit to you to provide the long-term financing 
for your proposal. 

The enclosed letter to the BNH explains how this Guaranty will be issued 
and states the amount that will be subject to guaranty for your project. 
It also states some of the terms and conditions to which the Guaranty 
will be subject.
 

Should you have any questions on this aspect of the Guaranty please feel
 
free to contact the Housing and Urban Development Division of the A.I.D.
 
office in Rio de Janeiro.
 

It is not intended that any information relating to the Guaranty be
 
released to the public at this time. We shall be pleased to coordinate
 
with you and the other participants in the projects the release of
 
information about the projects at a later date.
 

Sincerely,
 

Peter M. imu 
Deputy Director for 

Guaranties and Engineering
Housing and Urban revelopment Division 
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LETTER OF ADVICE
 

Mr. Nylton Moreira Velloso
 
Economisa, S.A.
 
Av. Amazonas - 311, 16th Floor
 
Belo Horizonte, Minas Gerais
 
Brazil
 

Subject: 'Housing Guaranty Applications 
BRAZIL - HG#JJ4 

Dear Sir:
 

We are pleased to inform you that on the basis of your previously
 

submitted proposal, and discussions between our respective representa­

tives, the Agency for International Development (A.I.D.) has authorized
 

the issuance, within not to exceed one year from the date hereof, of a
 

guaranty protecting against loss of one hundred per centum (100%) of a
 

loan investment by United States Investors (Investors) to you for the
 

long-term financing of your project.
 

The guarantied investment shall be in the form of a guarantied loan by
 
The BNH in turn,
the Investors to the Banco Nacional da Habitacao (BNH). 


will provide a line of credit to you to provide the long-term financing
 

for your proposal. 

The enclosed letter to the BNH explains how this Guaranty will be issued
 

and states the amount that will be subject to guaranty for your project.
 

It also states some of the terms and conditions to which the Guaranty
 
will be subject.
 

Should you have any questions on this aspect of the Guaranty please feel
 

free to contact the Housing and Urban Development Division of the A.I.D.
 

office in Rio de Janeiro.
 

It is not intended that any information relating to the Guaranty be
 
We shall be pleased to coordinate
released to the public at this time. 


with you and the other participants in the projects the release of
 

information about the projects at a later date.
 

Sincerely,
 

Peter M. Kimm
 
Deputy Director for
 

'uaranties and Engineering
 
Housing and Urban Development Divisi
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LETTE OF ADVICE
 

Dr. Antonio Castanheira de Cervalho
 
Minas Oeste, S.A. 
Rua de Bahia ­ 1032, 14th Floor 
Belo Horizonte, Minas Gerais 
Brazil 

Subject: Housing Guaranty Applications
BRAZIL ­ HG#15 

Dear Sir:
 

We are pleased to inform you that on the basis of your previously
 
submitted proposal, and discussions between our respective representa­
tives, the Agency for International Development (A.I.D.) has authorized
 
the issuance, within not to exceed one year from the date hereof, of a
 
guaranty protecting against loss of cne hundred per centum (100%) of a
 
loan investment by United States Investors (Investors) to you for the
 
long-term financing of your project.
 

The guarantied investment shall be in the form of a guarantied loan by
 
the Investors to the Banco Nacional da Habitacao (BNH). The BNH in turn,
 
will provide a line of credit to you to provide the long-term financing
 
for your proposal.
 

The enclosed letter to the BNH explains how this Guaranty will be issued
 
and states the a~nount that will be subject to guaranty for your project.
 
It also states some of the terms and conditions to which the Guaranty
 
will be subject.
 

Should you have any questions on this aspect of the Guaranty please feel
 
free to contact the Housing and Urban Development Division of the A.I.D.
 
office in Rio de Janeiro.
 

It is not intended that any information relating to the Guaranty be
 
released to the public at this time. We shall be pleased to coordinate
 
with you and the other participants in the projects the release of
 
information about the projects at a later date.
 

Sincerely,
 

Peter M. Kimm 
Deputy Director for 

Guarantie and Engineering

Housing and Urban Development Divisiol.
 




