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May 21, 1971 
SUMMARY AND RECOMMENDATIONS 

PART I 

1. Borrower: 
 The Borrower will be the Government of

Paraguay which will use 
the loans to create the Banco
 
Nacional de Ahorro y Pr6 stamos para la Vivienda
 
(hereinafter referred to 
as Banco Nacional).
 

2. PROJECT LOANS: 
 The project will be implemented by
two loans: 
 (1) not to exceed $100,000 and (2) $2,000,000.

Both loans will be made with concessional terms: repay­
ment within forty (40) years including a ten (10) year

grace period with an interest rate of two 
(2) per cent
 
annum during the grace period and three (3) per cent
 
per annum thereafter.
 

3. COSTS OF PROJECT: The Banco Nacional will have avail­
able a total of $2.6 million for the project. This is

comprised of $500,000 contributed by the GOP and $2.1
 
million proceedsof'these loans. 
 The $100,000 A.I.D.
 
loan will be used for consultant and other technical
 
services. It is contemplated that three stock-owned
 
S&L associations will be chartered by the 
Banco
 
Nacional. These associations will have an initial

capitalization of $150,000 each. 
 These funds will be
 
supplemented by savings deposits from the general public.
 

In summary, the financial structure of the project is
 
the following: 

AID 
 $2,100,000
 
GOP 
 $ 500,000
 
Private Sector 
 $ 450,000
 
(capitalization of
 
3 S&L assoc.)
 

Total $3,050,000
 

4. PURPOSE: 
 At present there is no home financing institu­
tion in Paraguay and at the same time there is 
a large

demand for mortgage financing for middle-income homes.
 
A seed capital loan to establish a Savings and Loan
 
system is needed to mobilize savings and to provide
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long-term credit to alleviate the housing shortage
 
for 	middle income families. There are substantial
 
numbers of Paraguayans with income adequate to make
 
payments on low and moderate price family dwellings
 
if long-term mortgage financing were available.
 
Besides providing a home financing system, this pro­
ject will stimulate the activities of the home ma­
terials and construction industries.
 

These loans and the GOP contribution will enable the
 
Government to establish a nation wide system of pri­
vate S&L associations. The Banco Nacional will regu­
late, supervise and extend financial support to S&L
 
associations. The associations will be capitalized
 
with funds from the private sector. The Banco Nacional
 
will make available financial assistance to the S&L
 
associations in order to finance the construction and
 
acquisition of additional homes for middle income
 
families. The associations will also attract the
 
expanding domestic savings that is currently being
 
utilized to finance imports and exports. Banco Nacional
 
will have a savings deposit insurance system. Mortgage
 
insurance will also be a feature of the system.
 

5. 	BACKGROUND: USAID with the support of AID/Washington
 
arranged for Dr. Bernardo Benes, a S&L consultant
 
regularly used by AID/Washington, to visit Asuncion.
 
Dr. Benes in his report to AID/W fully supported the
 
establishment of a S&L system in Paraguay and the
 
approval of this loan. Dr. Benes met with the President
 
of the Republic, who expressed particular interest in
 
the idea of having the public and private sectors
 
coordinate efforts in the area of housing, and various
 
financial leaders involved in the private and public
 
sectors. Dr. Eduardo Gomien, a former President of
 
the Chilean Caja Central de Ahorro y Pr6stamos, assist­
ed the Paraguayans draft the legislation establishing
 
the system. This legislation will be shortly presented
 
to the Paraguayan Congress.
 

6. 	PROJECT DESCRIPTION: The Banco Nacional will be creat­
ed to provide funds for the creation and operation of
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a S&L system. 
It will have powers, functions and
 purposes similar to 
those of the United States

Federal Home Loan Bank. 
The $2.0 million AID loan
will be used to extend financial assistance through
the Banco Nacional to the individual chartered S&L
associations. 
 The Banco Nacional will 
not engage in
direct lending to 
the public but will operate through
either mutual or 
stock-owned S&L associations. 
 It is

contemplated that three associations *ill 
be estab­
lished by mid-1972.
 

The $100,000 AID loan will also furnish technical

assistance to the Banco Nacional and the S&L associa­tions. 
 The Banco Nacional will furnish financial and
technical assistance to 
the S&L associations, insure
private deposits and provide for a secondary mortgage
market. 
The associations will receive deposits from
the private sector and loans 
from the Banco Nacional.
The associations will extend home loans up to 25 years

at a competitive rate of interest.
 

Proceeds from the AID loan will be restricted to 
the
financing of homes that have a maximum sales price,

including land cost, of $10,000.
 

An average loan of $6,300 financing a home costing

$7,000 is envisioned. The associations will pay
8% on regular deposits and 9% on 
term deposits.

These rates are considered practical and competitive.
 

7. OTHER INTERNATIONAL LENDING AGENCIES: 
 AID has been

informed that other lending agencies have expressed

no interest in this project.
 

8. VIEWS OF COUNTRY TEAM: 
 Mission believes this project

is important and supports its approval because (1)
it stresses 
the importance of a vigorous and competitive
private secto.'; 
(2) possesses sufficient self-help in
the mobilization of domestic resources and in the
creation and establishment of a permanent home financing

institution; and (3) fulfills a present social need
by alleviating the housing shortage for middle income
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families by means of providing long term mortgage
credits which formerly have been unavailable.
 

9. STATUTORY CRITERIA: All statutory criteria have been
 
met. 

10. IjSSUES. 

a. 
Counterpart Contribution of Government: 
 The IRR
for this loan indicated that the Government of Paraguay

would make a $500,000 loan to 
the Banco Nacional. At
the request of the CAEC the Mission has negotiated this
matter with the GOP and the contribution was changed
from a loan to 
a grant. 
 The counterpart contribution
of $500,000 is, therefore, a sizeable increase over
that amount in the IRR. 
 The 4 to 1 counterpart ratio
is consistent with other concessional loans that AID
has made over the years to the GOP. 
Moreover, this
direct contribution of $500,000 is considered quite
significant. It represents, for example, an amount
equivalent 
to the 1970 budget of the Ministry of In­dustry and Commerce. Additionally, $450,000 will be
mobilized from the private sector in the form of the
minimum initial capitalization of $150,000 from each
of the three associations which are 
likely to be char­
tered immediately.
 

b. 
Technical Assistance: 
 In light of the recomenda­tions of the "Thrift Institutions in Latin America" of
the Joint Economic Committee, $100,000 will be used 
to
provide long-term technical assistance to both the Banco
Nacional and the individual associations. A full time
consultant will work with both the personnel of the S&L
associations and the Banco Nacional. 
 Short-term con­sultants will also be used; and there will be a program

for participant training.
 

c. Interest Spread: 
 While the effective interest
spread of 5% per annum based on the 13% per 
annum
 
mortgage rate and the 8% paid on 
savings deposits
may seem high, it appears necessary since a new sav­ings and loan system is being established. New S&L
assodations 
 are known to have high initial operating
expenses. 
 This spread should give the associations
 
enough earning capacity so as 
to pay off start-up
 
expenses and to establish necessary reserves.
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1. 	RECOMMENDATIONS: Authorization of the loans for an
 
amount not to exceed $2.1 million which is to be
 
repaid at 2% per annum during the grace period of 10
 
years and at 3% per annum during the remaining 30
 
years term. Up to $2.0 million will be used for loans
 
to the S&L associations and up to $100,000 will be
 
used for technical assistance.
 

The 	Mission additionally recommends that:
 

(a) Borrower shall covenant to provide thr; equivalent
 
of $500,000 in support of this project;
 

(b) 	Prior to the disbursement of any fands other than
 
for technical assistance, the Banco Nacional shall
 
provide AID with:
 

(1) evidence that it has hired management with
 
requisite technical skills satisfactory to AID;
 

(2) 	evidence that it has initiated policies and
 
procedures satisfactory to AID, necessary fhr the
 
establishment of a national S&L system.
 

(c) Borrower shall covenant that the Banco Nacional
 
shall not:
 

(1) permit the S&L associations to make loans for
 
any purposes other than home financing;
 

(2) use the proceeds of the loan to finance homes
 
valued at more than the equivalent of $10,000;
 

(3) permit the S&L associations to distribute
 
profits which exceed a fair return upon invested
 
capital.
 

(d) Borrower shall covenant to attempt to develop addi­
tional sources of revenue for additional capital for
 
the Banco Nacional within 18 months of the execution
 
of the $2.0 million seed capital loan.
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(e) Disbursements of the $2.0 million seed capital loan
 
shall be made parri passu with the Borrower's contri­bution to the capitalization of the Banco Nacional.
 

(f) AID and the Banco Nacional shall hold an annual joint

review and evaluation of the project.
 

(g) Technical assistance shall be retained for the dura­
tion of the Project.
 

(h) The loan will be subject to the usual covenants and
 
conditions of AID loans.
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12. CAPITAL ASSISTANCE GM1MITTEE: 

Capital Development Officer - Michael A. Bander
 
USAID/Paraguay
 

- Edward T. Oostello
Economic Officer 

USAID/Paraguay
 

Capital Development Assistant - Julio C. Basualdo
 
USAID/Paraguay
 

Technical Advisor - Eduardo Gomien
 
Former President of
 
Caja Central of Chile 

Technical Advisor - Bernardo Benes 
Washington Federal
 
Savings and Loan
 
Association
 

Drafted by: M. Bander/E. Costello 4/26/71
 

Approved by: P. Cody
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May 21, 1971
 

DESCRIPTION OF PROJECT
 

PART II
 

A. 	 BACKGROUND
 

In mid-1970, the Mission arranged for two Paraguayans,
 
one from the public sector (the Central Bank) and the other
 
from the private sector (a private finance company), to
 
attend the Latin American Savings and Loan Institute Seminar
 
in Austin, Texas. The Paraguayan participation in this
 
Seminar gave strong impetus to the development of the Project.
 

In January of this year the President of the Central
 
Bank requested that the Mission arrange for technical assis­
tance in establishing a Savings and Loan system in Paraguay.
 
The Mission with the support of AID/Washington arranged for 
Dr. Bernardo Benes of Washington Federal Savings and Loan 
Association, a consultant regularly used by AID/Washington, 
to visit Asuncion. Dr. Benes visited Asuncion from March 
24 to 26. He discussed the possibilities of establishing 
a S&L system with various members of the Government of 
Paraguay, including the President of the Republic, and 
with private businessmen. See Annex II, Exhibit A. Dz. 
Benes concluded that a S&L system would be of utmost im­
portance to the development of Paraguay. He based his con­
clusions on the following facts: 

1) that there is no mortgage lending for middle income 
families; 

I 

2) that there is a large housing deficit; 

3) 	that there are a substantial number of builders
 
with necessary personnel to start the construction
 
of houses;
 

4) 	 that there are substantial savings deposits in the
 
local commercial banks which are primarily used to
 
finance imports and exports.
 

During his visit, Dr. Benes met with the President of
 
the Republic. In an unusualylong meeting the President
 
overwhelmingly accepted this idea of establishing a S&L
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system. 
The President was particularly interested in

the idea of having the public and private sectors coor­
dinate efforts in the area of housing. He stated to Dr.

Benes that housing for the middle class is a priority
for his Government. 
He instructed the ?-resident of the

Central Bank to draft the necessary legislation so that
 
it could be submitted to Congress.
 

The Mission, with the support of Dr. Bernardo Benes,

arranged for Dr. Eduardo Gomien to provide the necessary

technical assistance in drafting the legislation. Dr.

Gomien worked closely with the officials of the Central
 
Bank and the Ministry of Finance.
 

The Mission has been in contact with private groups

such as 
the Association of Contractors, Professional
 
Engineers Association and various other groups of business­
men. The enthusiasm from the private sector has been most
encouraging. The Paraguayan private sector is anxious 
to

become involved in this financial system.
 

B. THE PROJECT
 

The $2.0 million loan together with $500,000 contribu­tion from the GOP will be made available to the Banco
 
Nacional de Ahorro y Pr6stamos para la Vivienda for 
re­lending to a nation-wide system of savings and loan asso­
ciations currently being organized. $100,000 for the loan
wi1l bu-armarke 
foL Technical Assistance in the form of
 
a full-time consultant, part-time assiztance and partici­
pant training both in the United States and in other Latin
 
American countries.
 

The purpose of the Loan is to provide Technical and
Financial Assistance to establish a permanent and viable

S&L system which will make a ailable long term mortgage

credit to middle income famiies through the mobilization
 
of domestic savings. 
The $2.0 million AID loan will

be used to finance homes tanging up to a maximum price of
$10,000. 
The loan proceeds and the GOP's capitalization

of the Banco Nacional together with the assets of the
 
savings and loan associations will put the system on a
 
sound financial footing.
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The creation of the S&L system has been approved in
 
principle by the various GOP offi ials responsible for
 
financial matters. The fornmitio,, of S&L system has the
 
strong endorsement of the President of Paraguay who has
 
directed his cabinet members to support the idea. Annex
 
II, Exhibit B, contains the proposed organizational out­
line of the system. The President of the Central Bank
 
in his letter requesting AID's support states that the
 
necessary legislation to establish the Paraguayan savings
 
and loan system will shortly be submitted to Congress.
 
See Annex IV. The draft legislation is currently being
 
circulated among interested Congressional figures.
 

The draft legislation that was prepared with the assis­
tance of Eduardo Gomien and Bernardo Benes places the Banco
 
Nacional under the auspices of Banco Central del Paraguay.
 
The Banco Nacional will be an autonomous institution, but
 
wili be supervised bV the Superintendencia de Bancos. The
 
associations will be controlled and supervised by the Banco
 
Nacional.
 

It is contemplated that the Banco Nacional de Ahorro
 
y Prdstamos para la Vivienda will charter three associa­
tions by mid-1972. These associations will be located in
 
Asuncion, since the capital city has the greatest housing
 
deficit for middle class families. Eventually, it is
 
contemplated that the Banco Nacional will charter asso­
ciations in the interior cities of Encarnacion; Concepcion,
 
Pedro Juan Caballero and Villarrica.
 

The organization of the initial three S&L associations
 
will be accomplished by early 1972, if not sooner. Under
 
the Paraguayan S&L system, both mutual and stock-ownership
 
savings and loan associations will be permitted. The
 
capitalization for each association will be the local equiv­
alent of $150,000.
 

The financial structure of the system will be the
 
following:
 

1) Banco Nacional de Ahorro y Pr~stamos para !a Vivimda
 
$2,500,000
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a) $2,000,000 (AID Loan)

b) $ 500,000 (GOP contribution) 

2) Minimum initial capitalization of three associations
 
(funds to be raised from private sector) .... $ 450,000
 

a) $150,000
 
b) $150,000
 
c) $150,000
 

3) Training and Technical Assistance (AID Loan)
 
$100,000
 

a) full-time Consultant at $45,000
 
b) parz-time assistance at $15,000
 
c) participant training at $40,000
 

C. BANCO NACIONAL DE AHORRO Y PRESTAMOS PARA LA VTIVIENDA
 

The S&L Law will authorize the formation of an auton­
omous institution to be called the Banco Nacional de Ahorro
 
y Pr6 stamos para la Vivienda. This institution will be
empowered to charter mutual and stock-ownership savings

and loan associations. 
 The Banco Nacional will control
 
the operations of a national S&L system.
 

The Banco Nacional will develop all aspects of a sav­
ings and loan system. 
It will, within the framework

established by the S&L legislation, establish the rules
 
and regulations under which the associations will oper.ce,

provide them with technical assistance, serve as theil
 
emergency source of liquidity, provide lending capital to

them by purchasing their mortgages and will underwrite

deposit and FHA-type mortgage risk insurances. The Banco
 
Nacional will be authorized to borrow dQmestically. as
well as abroad, in order to 
secure capital for its opera­
tion. 
 Its notes, bonds and insurance commitments will be
 
fully guaranteed by the GOP.
 

The Banco Nacional will be controlled by a Board of

Directors which will have five members. 
 The President of
the Banco Nacional will be appointed by the President of

the Republic. Its Board of Directors will make the policy

qecisions to guide the system. 
For at least the first 18
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months of operations a full-time consultant to the Banco
 
Nacional will assist the President and Board of Directors
 
to estblish operating policies and procedures.
 

The expenses for the operation of the Banco Nacional
 
will be paid for from the proceeds from investments that
 
it will make in loans to and mortgage purchases from the
 
S&L associations, and from the premiums and fees it will
 
charge for its savings and mortgage risk guarantees.
 

The Banco Nacional itself will not receive deposits
 
but rather discount the mortgages of the S&L associations.
 
The proceeds of savings deposits will be the exclusive pro­
vince and primary source of investment capital of the S&L
 
association. The estimated budget for the Banco Nacional's
 
first year of operation will be approximately $90,000.
 
Operational income should cover increased expenses as
 
the Banco Nacional grows. See Annex II, Exhibit F for
 
breakdown of operating expenses.
 

Since the Banco Nacional is a non-profit institution,
 
the money it earns will remain reinvested in the S&L
 
system at a compounding rate. Thus, it will be able to
 
make a maximum contribution co the lending capacity of the
 
new S&L association. The development of additional capital
 
for a secondary mortgage market, participation in the AID
 
Housing Investment Guaranty Program, and domestic and
 
foreign borrowing will add to the growth of the entire
 
system. The AID loan, with its 10 year grace period and
 
low zateof interest, will make it possible for the Banco
 
Nacioiial to become economically independent within a
 
three year period.
 

The Banco Nacional will employ a small staff. Annex
 
II contains a proposed organizational outline of the Banco
 
Nacional and other materials dealing with its structure,
 
staffing, and estimated costs of operations.
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D. 	THE SAVINGS AND LOAN ASSOCIATIONS
 

It is anticipated that the Banco Nacional will charter
 
three S&L associations to begin operations by early 1972.
 
The Banco Nacional will be able to charter either stock­
owned or mutual associations. It is expected that the
 
first three associations will be stock companies. These
 
associations are presently being organized by responsible
 
Paraguayan businessmen. Each association will have an
 
initial capitalization of $150,000.
 

The associations will be able to pay to depositors a
 
rate of interest that is equal to the interest paid by
 
the commercial banks. The present rate of interest on
 
regular savings deposits is now 6% pnr annum. Time fixed
 
term deposits receive a rate of interest of 8% per annum.
 

The mortgage loan interest rate will be put at a
 
competitive rate of interest, most likely 12% or 13% per
 
annum. The rate of interest for mortgages will be main­
tained at a high rate until the S&L associations have
 
achieved a strong portfolio end have generated sufficient
 
assets so that they can use selt-generated funds to finance
 
the construction of more homes.
 

The S&L associations will be prohibited from lending
 
activities for speculative building or for land develop­
ment. All mortgage loans will be made to home owners­
borrowers. Mortgage loans will be made for:
 

a) 	The construction and long-term financing of new houses;
 

b) 	The purchase of a newly built home where the borrower
 
is to be the first occupant; and
 

c) 	The repair or enlargement of an existing home where
 
the construction will add additional living space.
 

The S&L associations will be authorized to receive loans
 
from the Banco Nacional at favorable rates of interest. It
 
is expected that the savings and loan associations will be
 
able to borrow funds from the Banco Nacional at a rate of
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8% per annum. 
This will make a spread of approximately
5% between funds available from the Banco Nacional and
the prevailing mortgage rates. 
 Thus, the advantage S&L
associations will obtain from the lending window of the
Banco Nacional, and indirectly from the AID loan, will
be an increased capacity to satisfy the demand for home
financing loans and to attract a large amount of savings.
This spread will also help to offset heavy initial oper­ating costs, compensate for the excessive early deposit/
loan ratios and ensure adequate reserves in the initial
operating period. 
The total effect of this spread will
be to help establish the S&L system and at the 
same time
promote the confidence of the Paraguayan saver in the
 
system.
 

The need for such a spread is obvious and has been
used by AID in nearly all the coun:ries of the continent.
See Thrift Institution Developmen
t in Latin America, a
study of the Joint Economic Committee of the 91st Congress,
dated June 4, 1970.
 

To assure 
that each S&L association will have a rea­sonably equal opportunity to 
use AID funds, 
no association
will be permitted to draw on the Banco Nacional for

much as 

more
than three times as 
 it has been able to obtain
through savings and capitalization. 
Thus, the S&L asso­ciations will have a strong inducement to 
seek savings

deposits. 
 See Annex II-H.
 

It will be obligatory for the S&L associations 
to
obtain FHA insurance for their mortgages. The effect of
this will be to make each association's portfolio appro­priate for sale in 
a secondary mortgage market operation
and will obligate the associations to 
follow the lending
regulations set forth by the Banco Nacional.
 

The associations will be oriented 
toward financing the
housing needs of middle income families. Since the basic
stumbling block toward home construction in Paraguay has
been the lack of mortgage money, the S&L system will need
to attract savings deposits to compliment the loans from
the Banco Nacional. 
A wide mix of saving incentive
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techniques will be required if the S&L system is to make
 
any effect on reducing the current house deficit. The

possibility of obtaining home financing will be an impor­
tant incentive for savings.
 

In order to assure that the AID loan is used to alle­viate the housing deficit for middle income families, the
loan agreement will limit the value of the housing units
 
to be financed with loan proceeds at the local equivalent

of $10,000. It is expected that the average l 
 made by
the system will be approximately $6,500 and that the value

of the average house financed by the system will be approx­
imately $7,000.
 

The planned operating policy of the S&L associations
 
is outlined in Annex II-I.
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E. GOVERNMENT'S SUPPORT
 

The Mission has had extensive conversations with
 
various involved GOP officials concerning the establish­
ment of a S&L system. The GOP has given this project its
 
overwhelming endorsement. See Annex IV.
 

The President of the Republic in his conversation with
 
Dr. Benes enthusiastically committed his government to
 
this project. Moreover, the President of the Central Bank
 
in his letter requesting AID support indicated the high
 
priority that has been given to the establishment of a S&L
 
system in Paraguay. See Annex IV, Exhibit A.
 

The Intensive Review Request submitted by the Mission
 
in February of this year called for the Government of
 
Paraguay to make a $500,000 loan to the Caja Central, (now
 
the Banco Nacional de Ahorro y Pr6stamos para la Vivienda).
 
To demonstrate its sincere interest the Government of
 
Paraguay will make a $500,000 grant instead of loan for
 
the capitalization of the Banco Nacional de Ahorro y
 
Pr6stamos para la Vivienda. The Government, through the
 
Central Bank, has taken the initiative in this project.
 
The Central Bank is conducting cources for key technicians
 
within the Central Bank in the philosophy and mechanics
 
of a S&L system.
 

The President of the Republic has indicated, as has
 
the President of the Central Bank, that the enactment of
 
a S&L law is a priority matter for the Paraguayan Congress.
 
The draft legislation has been prepared and will be sub­
mitted shorcly to the Congress. This legislation has been
 
reviewed by Dr. Eduardo Gomien and has the endorsement of
 
the Executive Power.
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F. TECHNICAL ASSISTANCE
 

Loan financed assistance will be provided to both the
 
Banco Nacional and the S&L associations during the first
 
two years of operation in the form of a full-time advisor
 
($45,000), short-term advisors ($15,000), and participant
 
training ($40,000). The details of the technical assis­
tance program are outlined in Annex II, Exhibit H. The
 

technical assistance program will have two objectives:
 
(1) to assist the Paraguayans develop the administrative
 
system of the Banco Nacional; arid (2) to help improve
 
the legal, administrative and accounting procedures util­
ized by the S&L associations.
 

In order to accomplish the above two objectives the
 
full-time advisor will be retained for a two year period. He
 

will work with the Banco Nacional and the S&L associations.
 
Since Paraguay has limited personnel with experience in
 
home financing institutions, this expert will have the
 
major responsibility for the organization of the Paraguayan
 
savings and loan system. He will be instrumental in estab­

lishing training programs for the personnel of both the
 

Banco Nacional and the S&L associations. The advisor will
 

also help develop operating policies of the system.
 

Officials of the Central Bank have already expressed
 

interest in having Dr. Bernardo Benes assist them in
 

arranging for the technical assistance. It is anticipated
 

that the technical assistance contractor will arrange for
 

a qualified Latin American expert to be the full-time ad­

visor. The contractor will also provide for various short­

term advisors to work in Asuncion. The arranging of par­

ticipant training will also be a reaponsibility of the
 

contractor. It is also anticipated that participants will
 

participate in the Latin American Savings and Loan Insti­

tute and the Annual Inter-American Savings and Loan Conferences.
 

The provision of this technical assistance is in keep­

ing with the experience of the other Latin American coun­

tries and is in accord with the recommendation of the Staff
 

of the Joint Economic Committee (See pp 73 of said study).
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FINANCIAL ANALYSIS
 

PART III
 

A. TERMS OF THE SYSTEM
 

The following rates are representative of the system
 
and are used for planning purposes. They were based on
 
discussions with officials of the Central Bank.
 

Interest of AID Loan 2% during ten year 
grace period ­
3% thereafter 

Dividends (interest) on
 
Deposits Paid by Assocs. 8% - regular (demand)
 

9% - term (time)
 

Interest on Mortgages 13% (competitively
 
determined)
 

Interest on Banco Nacional's
 
Loans to Associations 8%
 

The S&L associations will earn a spread of 5% on the
 
funds they borrow from the Banco Nacional and an average
 
spread of4-i/2% on its regular and term deposits. While
 
this spread may seem high, it is believed necessary to
 
offset heavy initial operating costs, excessive early
 
deposit/loan ratio and to build up adequate reserves.
 
The well established position of the commercial banks,
 
which actively solicit savings accounts and pay an effec­
tive rate of interest of 8% per annum, may add to the
 
normal high start-up costs of a S&L system.
 

During the beginning period the above rates will enable
 
the Banco Nacional in its loans to the S&L associations to
 
maintain a spread of 8% on the AID loan and 8% on the GOP
 
contribution. Thus, on the total $2.5 million in seed
 
capital funds, the Banco Nacional will average an annual
 
earning capacity of $200,000. It "s believed that this 
spread will cover the Banco Nacional's administrative 
expenses and permit it to build up its reserves so it can 
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operate on a self-supporting basis. 
 The Banco Nacional
will need this earning capacity to cover 
the high oper­ating costs of administering a mortgage insurance program,
deposit insurance program, and possible loan losses.
 

The proposed rate of 8% on regular savings will be the
highest rate now offered in Paraguay for this type of de­posit. Commercial banks are permitted to pay 6% for
regular savings deposits, but, because of the laxity of
the Central Bank, generally the time deposit rate of 8%
is paid to regular savings accounts. 
 It is anticipated
that the Central Bank will curb this practice.
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B. PROVISTON OF MORTGAGE CREDIT FOR MIDDLE INCOME FAMILIES
 

The S&L system will provide mortgage credit to middle
income families at reasonable terms. 
Although inflation

in Paraguay is not a problem, Dr. Gomien has suggested
that the savings and loan law include a provision for
 
readjustment of savings or 
loans. If required by a
change in Paraguay's economic situation, the Banco Nacional
would then be able to 
initiate a system of adjustable sav­
ings and loan mortgages.
 

The following charts were prepared for planning pur­poses by an Ad Hoc committee composed of officials from

the Central Bank and the USAID Mission. It appears that
the minimum annual family income required to participate

in the long-term credit aspects of the S&L system would

be $2,400. 
A family with this income, for example, could
make application, once 
it had sufficient funds for down
 
payment, for a mortgage loan of $4,500. 
 Family incomes

below $2,400 would not be eligible to seek credit under
this program; however, these home seekers would be able
 
to qualify for assistance from the Instituto Paraguayo

de Vivienda y Urbanismo (IPVU).
 

From discussions with home builders the Ad Hoc Com­mittee determined that the average middle income family

would desire a house valued between $6,000 and $8,000.

Accordingly, after having made a downpayment of $800 (10%
of the value of the house), a prospective home-owner for
 a home valued at 
$8,000 would receive a loan in the amount
of $7,200. 
 If AID funds are used for homes valued at more

than $8,000, home owners will be required to have a larger
downpayment: 
 for homes valued between $8,000 and $10,000
 
a downpayment of 15% will be required.
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The proceeds from the AID loan will not be used to
 
finance homes with a sales price of more than $10,000.
 
Although the S&L system will not have a limit on the
 
value of homes that can be financed, all homes selling

for more than $12,000 will be required to have at least 
a 50 percent downpayment. 

The table below sets out estimated income levels
 
needed to service various mortgages.
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ESTIMATED REPRESENTATIVE INCOME CAPACITY TO
 
SERVICE HOUSING LOANS UNDER THE SYSTEM
 

(in U.S. dollars)
 

Salary Monthly Loan 
 Down Cost of THuse
 
Year Month Installment-!/ 
 Amount 2/ Payment incl. Land
 

2,400 200 50 4,500 10% 5,000

3,000 250' 60 5,400 10% 6,000

3,360 280 70 6,300 10% 7,000

3,960 330 82 7,200 10% 8,000 3/

4,320 360 90 8,100 10% 9,000

4,800 400 
 100 9,000 10% 10,000
 

1/ Includes fire and mortgage insurance and taxes. Mortgagee
 
pays closing costs.
 

2/ Terms: 25 years - Rate: 
 13% per annum.
 
3/ 
Homes valued at more than $8,000 will be considered only


under special circumstances and if an additional down­
payment is made.
 

Below is an estimate of the various income levels of

families in the Asuncion area. 
The chart demonstrates
 
that there are a substantial number of families to qualify

financially for mortgage loans.
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OF HOUSEHOLD AND FAMILYESTIMATED INCOME - HEAD 
(in U.S. Dollars)
 

Income Level Individuals Head of Household Monthly Family 
Average
 

Average Income kMnty Incom l/ 

High 18,747 320 480 

Middle High 32,477 240 360 

Middle 85)411 2/ 180 240 

Middle Low 35,491 100 150 

1/ Family average monthly income was estimated by taking
 

that number of working individuals in a family which
 

is put at between 1.55 to 3 persons per family. Thus,
 

it was estimated that an average of 2.27 persons are
 

working in the average Paraguayan family. In conclusion,
 

the family average monthly income is estimated to be 50%
 

more than the monthly salary of the Head of Household.
 

2/ The large number in the middle income level is due 
to
 

the fact that this figure includes a high percentage
 

of individuals holding more than one job, i.e. part-time
 
This is often the case
work after regular work hours. 


with bank employees, professors, etc., who work as
 
These activities increase
bookkeepers, tutoring, etc. 


their salary to approximately $160 a month.
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ECONOMIC CONSIDERATIONS
 

PART IV
 

A. POPULATION
 

Paraguay is a country roughly the size of California
 
with r 1970 population of about 2.4 million. Current
 
population growth is estimated at 3.2% annually. The
 
average number of persons in a family is estimated at 5.4.
 
About 95% of the population live in the eastern region of
 
Paraguay; about 50% live within 50 miles of Asuncion.
 
The urban-rural composition has remained stable. The
 
opening:, of new agricultural settlements in the country at
 
a time that job opportunities in Asuncion, the capital,
 
have been limited has discouraged population shifts from
 
country to city. This factor has reduced the pressure on
 
urban housing.
 

As a result, Asuncion does not have the large urban
 
slums found near most major cities in Latin America. The
 
population of metropolitan Asuncion is the economic and
 
political center of the country and dwelling place for
 
most of Paraguay's middle class. For this reason, most
 
home construction generated by the savings and loan system
 
will be located in the Asuncion area. The next largest
 
city, Encarnacion, has only about 40,000 inhabitants.
 

B. DWELLINGS
 

Reliable statistics on housing and income are scarce.
 
However, all available information confirms the fact that
 
there is considerable shortage of adequate housing in
 
Paraguay and there is considerable effective demand for
 
middle income housing. Best estimates place the total
 
number of dwellings at 508,000 in 1970: of this total
 
76,500, or 15%, are located in Asuncion proper. The
 
same area has 18% of the country's population. This figure
 
was determined by the Malaria Eradication Agency who took
 
a housing inventory for spraying purposes. A 1962 census
 
showed that over half of the houses in the capital had
 
only one room per dwelling but still indicate the inade­
quacy of present housing, especially in view of the fact
 
that the average family in 1970 contained 5.4 persons.
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There are other indications of inadequate housing.
 
Only an estimated 40% of dwellings in Asuncion have
 
running water, while 70% have electricity. In both of
 
these areas expansion is in progress. Increasing the
 
number of owner-occupied new homes and the rehabilitation
 
of older homes should increase the utilization of these
 
services.
 

Because of the lack of mortgage money, many middle
 
class families are forced to rent rather than buy. They
 
usually wait till they get enough money together to buy
 
a lot and some building materials and then start con­
struction. When the first room is completed, they move
 
into the house and apply the money they had paid for rent
 
to finishing the house. This can be, and typically is,
 
a long process. While they wait to complete the house,
 
the occupants live in cro1dedand often sub-standard con­
ditions. A.mortgage market would be ideally suited to
 
the needs of this type of person.
 

C. HOUSING DEMAND
 

Precise data does not new exist on the effective
 
demand for long-term housing loans. All indications,
 
however, are that the proposed S&L associations will have
 
plenty of customers.
 

In the 1969 Social Progress Trust Fund Report the IDB
 
notes that "Government estimates put the 1969 housing
 
deficit in Paraguay at 160,000 units, of which 21,000
 
correspond to Asuncion, 19,000 to other cities in the
 
interior, and 120,000 to rural areas. Roughly 60 per­
cent of rural dwellings classified as inadequate need­
ed enlargement and improvement, and the remainder
 
needed replacement. The number of dwellings built in
 
the past few years has met only half the demand aris­
ing from the population increase. On the basis of
 
the current shortage and anticipated excess demand over
 
the next ten years, a total deficit of about 261,000
 
units must be met by 1980, at an investment of US$342.5
 
million. Paraguayan authorities propose to meet 30
 
percent of investment needs in the housing sector, which
 
is likely to involve an annual capital outlay of US$10.2
 
million."
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A different approach was 
agency. taken by the GOP planning
The agency first estimated the annual number of
dwellings necessary both to house population increases
and cover replacement housing. 
These calculations were
based on 
the rate of population increase in the inter­censurl period (1950-1962), average family size, and the
probable life of the house. 
On this basis it 
was found
that in Asuncion 7.14 new houses were needed annually for
every 1,000 of population. For 
the rest of the country
the ratio was 9.38 houses (i.e. for example, an 
interior
town of 1,000 would need 9.38 houses annually).
 

From available sources

that in 1964 

the planning agency estimated
some 
1,300 dwellings were built in Asuncion
and 4,440 were constructed in the rest of the country.
The percentage of total need (as determined above) which
these houses filled was respectively 53.19%. 
If one
assumes 1964 was a typical year, then the number of houses
constructed per 1,000 of population was 
3,80 and 2.73 for
the rest of the country. Concentrating on Asuncion, this
means 
that the housing deficit per 1,000 population is
3.34 houses. 
 On the basis of the 1970 population the
housing deficit in the Asuncion metropolitan area would
have been 1,460 houses in 1970. 
 This figure would grow
as population increases. 
Although some of these homes
would not be financed by the S&L system since they would
be priced below and above the limits of the system, the
proposed S&L system will fill a sizeable demand.
 

Because reliable income figures from which to compute
effective demand are unavailable, this figure has been
estimated in the following manner. 
About one third of
the population is 
in the labor force. Applying this 
to

Asuncion's population produces a 1970 labor force of
about 145,000. 
A study done by the Instituto Paraguayo
de Vivienda y Urbanismo indicates that about 17% of the
population is 
in the low class, 
73% in the middle class
and 10% 
in the high class. Although the income figures
that are presented are suspect (high class family income
of $5,200 per year) since the sample was 
limited, the
percentage breakdown appears acceptable. 
The assumption
that the upper third of the middle class are potential
borrowers, gives a figure of 34,800 persons. 
 If 10% of
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these are interested in the S&L system, there would be
 
3,480 customers; if half of these want to finance homes,
 
the demand would be 1,740 borrowers.
 

A further indication of potential demand is the growth
 
of bank savings. They have almost doubled from $26.7 million
 
at the end of 1967 to $45.7 million at the end of 1970.
 
Bank savings currently represent an amount equal to 73%
 
of the money supply.
 

It has been the experience in the hemisphere that the
 
minimum income for potential borrowers is $2,400 equival­
ent. In Paraguay'a laborer earning the minimum wage for
 
200 days per year would earn $371 per year; since other
 
members of his family would also work, this figure could
 
reach $500. A beginning clerical worker would earn about
 
$1,500 per year with a top of $2,200-$2,400. The earnings
 
of Government employees vary considerably with department
 
heads earning as much as $8,000 annually. Private sector
 
salaries also vary, with bank salaries the highest.
 

The $2,400 figure gives a cut-off point that includes
 
top level clerical employees and above as participants
 
in the S&L system. About 35,000 people are estimated to
 
fall into this group. In summary, although data on income
 
and housing demand is scarce, there is strong reason to
 
believe that there is sufficient effective demand to make
 
the system viable.
 

D. CAPACITY TO REPAY
 

As discussed more fully in TOAID A-94 of April 19, 1971,
 
Paraguay's authorized external debt stood at $225 million
 
at the end of 1970. After deducting for amortization pay­
ments and unutilized portions, the "amount payable" was
 
$140 million. This amount represents about one quarter of
 
one year's GNP and does not appear excessive.
 

Debt repayments in hard currency are estimated at $17.4
 
million currently; they rise to $18.7 million by 1974 (see
 

UNCLASSIFIED
 



- 21 - UNCLASSIFIED
 

appendix B of the FY 1972 CFS). 
 With 1970 exports at

$64 million, this produced a hard currency debt service

ratio of 27%. Although this appears high, there are

several factors which reduce the burden. 
These include
 
an active curb market which financed imports, underestim­
ated exports, and a high priority given to making debt
 
payments by the GOP. 
To date Paraguay has not experienced

undue difficulty in meeting her debt obligations. Over
the foreseeable future these conditions are not anticipated

to change, and if current GOP efforts 
to increase exports

continue, the debt service ratio could even decline. 
The
growth of debt service payments beyond 1975 is difficult
 to project, but given Paraguay's traditional slowness in
absorbing capital, it is not anticipated that debt service
 
payments will become onerous.
 

On balance, the loan committee feels that the loans
 
can be repaid without difficulty.
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E. PLACE OF PROJECT IN COUNTRY PROGRAM
 

As set forth in the approved FY 1972 Country Analysis
 
and Strategy Paper (CASP), a primary U.S. objective includes
 
the broader participation of Paraguayans in the political
 
and economic life of the country. As presently envisioned,
 
the S&L system, by providing an opportunity for home owner­
ship, will give many Paraguayans a stake in their country's
 
future. By stimulating the construction industry, the S&L
 
system will also have a favorable impact on the economy,
 
directly in terms of jobs and materials, and indirectly in
 
terms of developing entrepreneurial activity. This increased
 
employment and resource utilization is also a CASP objective.
 

Another important aspect of the S&L system is that it
 
will provide an alternative to bank savings. One reason
 
for Paraguay's high level of bank savings is the lack of
 
reasonably secure productive investment alternatives.
 
There is no stock or bond4 market in Paraguay, and the pro­
tection given to industrial ventures is limited. Conse­
quently, savings take the form of savings and fixed time
 
deposits which are used by the banks mostly for import and
 
short term commercial purposes. The commercial banks in
 
Asuncion are presently experiencing excess liquidity due
 
to the rapid growth of savings over the past several years.
 
One top banker commented that if a qualified borrower
 
appeared he could place the guarani equivalent of $8 million
 
in loans. Hence, the S&L system, while not endangering the
 
functioning of the banking system, will provide a greater
 
stimulus to economic and social development.
 

The S&L system, therefore, will be one more unit in th2
 
financial system that AID is helping Paraguay to create.
 
The AID loan to the Banco de Fomento helps the agriculture
 
sector of the economy. COMDESA, partially financed by an
 
AID loan, is concerned with business development. The most
 
recent AID loan to Paraguay will create the Municipal
 
Development Institute to help the development of the interior
 
cities. The S&L system will help both the middle class home
 
owner and the construction industry. Taken in tandem, then,
 
these four organizations functioning simultaneously present
 
a diversified financial system of intermediate credit insti­
tutions. These will aid the development of Paraguay through
 
the participation of permanent Paraguayan institutions. This
 
outcome is consistent with U.S. objectives in Paraguay.
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F. FINANCIAL OUTLOOK
 

Projected cash flow, income statements and balance sheets
(Annex II) were prepared on the basis of the estimated annual
budget of the Banco Nacional and assumptions concerning lending
activity. 
Results show that in order to maintain the momentum
of construction financed by the S&L's once the AID loan is
disbursed, the Banco Nacional will need to receive additional
financing after its fourth year of operation. For this reason
the loan agreement will contain a covenant requiring the Banco
Nacional and the GOP to establish a financial mechanism for
the purpose of raising additional funds for the Banco Nacional's
operations within 18 months of the signing of the loan agreement.
The draft legislation authorizes the raising of capital by the
issuance of bonds and loans from the Central Bank.
 

Possible sources of such financing are AID or other inter­national lending organizations. 
Over the years the Inter-
American Development Bank has made "second tranche" loans.
 

Another source of additional revenue which was not contem­plated in the projections of Annex II is the AID Investment
Guaranty Program. 
Although at present Paraguay has no Invest­ment Guaranty Program, USAID/P has recently requested a $4.o
million program so that the Guaranty program can be inter­related with the project. While these funds are 
too expensive
to be considered as seed capital, financing needed, they will
be of value as growth capital and will 
serve to enhance the
prestige of the S&L system by permiting high lending rates.
 

Cash flows, :.ncome statements and balance sheets were
projected through 1976 (beginning with CY 1972) for both the
Banco Nacional and the three savings and loan associations
(taken as a group). 
 Two different projections were made
for 1976 based on two assumptions for the number of houses
financed in order to test the financial sensitivity of the
two organizational levels to the lack of outside financial
inputs (the AID loan would be fully disbursed by 1976).
The statements through 1974 were based on a predetermined
number of houses which would be financed by the system each
year, as follows: 
 1972, 75 houses; 1973, 135 houses; and
1974, 240 houses. 
For 1975, when the AID loan is almost
disbursed, the number of houses to be financed by the system
was determined by estirated cash flows derived principally
from new savings in thE system. A figure of 240 houses
resulted. 
For -976, two statements were prepared based on
200 and 240 houses, taking into account again anticipated
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For purposes of computation, an average 
house
 

new savings. 

price of $7,000 was assumed as was 

an average 10 downpayment.
 

New savings in the system each year were 
assumed to be $150
 

thousand (1972); 240 thousand (1973); 
$390 thousand (1974);
 

Twenty-five

$600 thousand (1975); and $900 thousand 

(1976). 


year loans were assumed both on mortgages 
and Banco Nacional
 

Loans to S&L's. Depreciation of S&L and the Banco 
Nacional
 

negilible impact
 
office equipment was not included 

due to t-. 


on operating results of this factor.
 

As might be expected, both the Banco 
Nacional and the
 

S&T's show losses for the first 
two years, although on a
 

cash flow basis, results are positive 
due to, in the case
 

of the Banco Nacional, deposit of the GOP 
contribution,
 

and iti the case of the S&LTs, 
the invester capital inflow.
 

No attempt
 
Thus all equity contributions should 

be timely. 


was made to include provision 
for possible increased operating
 

costs over time, because financial 
results based on constant
 

operating costs permit conclusions 
as to the effect on
 

In
 
results if operating costs are 

permitted to increase. 


the case of the S&L's, control 
of operating costs will be
 

much more critical than for the 
Banco Nacional, although
 

as the Banco Nacional's capitalization 
growth begins to level
 

off as the AID loan is disbursed, 
operating costs will become
 

an important factor in the rate 
of growth of retained earnings
 

Because AID funds cannot be 
used to
 

(thus capitalization). 

pay operating costs, the Banco Nacional will tend 

to draw down
 

the AID loan initially to cover 
loans to S&I's, holding the
 

to meet operating expenses.
GOP funds in reserve 


The critical assumption for 
the cash flows is the growth
 

A review of the ratio
 
of new savings deposits in 

the system. 


between net new savings each 
year (estimated new savings 

less
 

withdrawls to meet downpayments) 
and total S&L mortgage lending
 

by year shows initially that savings 
constitute between 15
 

and 191/ of total lending during 
the first three years of operation.
 a
 

Then, as Banco Nacional lending 
to S&L's begins to drop as 


percentage of total S&L lending 
due to completion of AID loan
 

disbursements, savings entering 
the system each year represent
 

Thus,
 
a greater percentage of total 

S&L lending than before. 


attraction of savings becomes 
of paramount importance if the
 

level of lending is to be maintained.
 

The impact of the AID loan 
permits, of course, increases
 

in lending levels each year 
until the loan is almost disbursed
 

In 1975, the projection at the 
S&L
 

when lending levels off. The result was
 as in 1974. 

level was for 240 houses, the 

same 


a negative cash flow of $9 
thousand. For 1976,when the same
 

lending level for 240 houses 
was assumed, a negative cash 

flow
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of $37,400 resulted indicating that the system would not be
capable of maintaining earlier lending levels 
 even under theassumption that savings would increase by 50% over 1975. 
 The
alternate 1976 lending level of 200 houses produced a positive
cash flow of $106.9 thousand indicating that breakeven for 1976
would be about 235 houses. Nevertheless, given continued growth
in savings plus the roll-over of mortgage repayments and the
interest spread reasonable levels of lending could be expected.
As stated above, new savings would be critical. For the Banco
Nacional, with no access to inflow of capital through savingsI
lending to S&L's falls off from a high of 79% of total S&L
lending in the third year of operations (when the largest AID
disbursement occurs), to a low of 24% in 1976 (under the 200­house lending assumption). Admittedly S&L lending levels
increase also, but the drop in Banco Nacional lending is in
absolute as well as percentage terms. 
 Thus the need for addi­tional outside capital becomes apparent during the fourth year
of operations, and will become critical by the following year
if savings deposits do not reach anticipated levels. The need
for additional capital will be even more critical if the Banco
Nacional is faced with servicing the needs of any additional
associations which may be chartered, as will probably be the
 case. Concessionary lending to the Banco Nacional is not so
important at this juncture because the spread on the AID seed
capital, plus the spread on retained earnings should be
sufficient to cover reasonable operating requirements.
 

No payment of dividends by the S&L's on invested capital
was assumed. 
Initially it would be inappropriate given the
losses projected. Later, a modest dividend could be paid although
careful analysis of the situation should be made in light of
the declining ability of the Banco Nacional to make loans, the
rising average cost of funds to the S&L's as savings begin to
form a larger percentage of lending replacing to an extent the
original S&L capital which had no cost, and the possible slowergrowth in savings than anticipated While the investors should
expect some return it would be prudent on their part, and on
part of the Banco Nacional, to develop guidelines governing
dividend payout based on preserving the capability of the S&L's
 
to maintain strong lending levels.
 

To reduce the dependence of the S&L's on the interest
spread to meet operating costs, thereby promoting more rapid
growth of retained earnings, a 2% commission on mortgage 
loans
 was assumed. This percentage is low compared to other Latin
American S&L systems (4% is 
more common) so this rate could
be raised if necessary. 
Other S&L systems also usually provide
that individual associations must purchase stock in the central
housing bank. 
 This factor was not taken into account because
 a policy in this respect has not been formulated. The basic
result of such a requirement of S&L financial results would
 
be an increased cost of funds (not significant in terms of
 
overall flows of funds through the system). Because the Banco
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Nacionl would presumably be lending these funds back to the
S&L's no overall reduction in lending capital would result.
Banco Nacional profitability would increase due to the spread
earned on these funds although over time the spread would be
reduced once the Bank began to pay dividends on this capital.
 

In general, the interest spreads earned at each level,
coupled with initial capitalization inflows and later savings
inflows, appear to be sufficient to ensure creation of a viable
system. 
Later growth will depend to an important ext,-nt on
outside capital, although if savings do not grow rapidly, this
capital will not have the impact it otherwise could. Neverthe­less, while it is likely the Paraguayan S&L system will need
 more financial assistance - estimated at $2.0 million 
- after
its fourth year of operation, the system will be self-supporting
within the life of the project. 
The project, therefore, must
be considered institutional building. Accordingly, the likelihood
is that Paraguayan system will follow the success of the S&L
systems in other countries of Latin America.
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PROJECT EXECUTION 

PART V 

A. IMPLEMENTATION PLAN 

The precise structure of the S&L system and the Banco
Nacional de Ahorro y Prestamos para la Vivienda is still
subject to final execution and legislative approval.
ever, no problems are How­expected since the GOP has been
involved in the preparation of the legislation establishing
the system. 
The Central Bank, which is responsible for
financial institutions, and the Ministry of Finance, which
also has a fiscal responsibility for the Government of
Paraguay, concur in the 
draft legislation and
aspects of the project. the financial
It is expected that the Congress
will shortly enact the necessary legislation.
 

It is, therefore 
 expected that the Paraguayan S&L
system will be legally established by July 1, 1971.
the appointment of the Board of Directors of the Banco
 
After
 

Nacional, the Goverament of Paraguay will make its
contribution of $250,000 towards the Banco Nacional's 

initial
 

per­manent capital and make available funds for its initial
budget. 
The 

of $250,000 to 

subsequent Government of Paraguay contribution
the Banco Nacional's capital will be made
one year later.
 

Once the Banco Nacional is legally organized, its 
Board
of Directors with the assistance of USAID, will negotiate a
 contract with a firm or 
individuals to provide the technical
assistance financed under the loai 
 The contract will
include arrangements for a full-time advisor for a 2
-year
period to facilitate the establishment of the Banco
Nacional's internal organization and the training of its
staff members. 
 The full-time advisor will also work wit'l
the S&L associations. 
 Under tLe contract, technical
assistance will also be provided through short-term
sultants and participant training. con-

The technical assistance
contractor will be required to develop a long range program
for both the staff of the 
Banco Nacional and the S&L associ­ations. 
 Particular emphasis will be placed on 
training in
the areas of legal, administrative accounting procedures
utilized by the S&L aEociations.
 

The President of the Banco Nacional, who will be
selected by the President of the 
Republic with the approval
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of USAID, will assume the operational direction of the S&L
 
system. 
He will hire the initial staff of the Banco
 
Nacional, will prepare operating guidelines and procedures,

and in general, organize the S&L system for business.
 
A.I.D. loan funds will be released from time to time on

the presentation of disbursing documents, but only after

the Government of Paraguay has made its contribution of
 
$250,000.
 

B. AREAS OF RESPONSIBILITY
 

1. Banco Nacional
 

The primary responsibility for this project rests
with the Board of Directors and the Presicnt of the Banco
 
Nacional de Ahorro y Pr4stamos para la Vivienda. The

Eoard with its President will be the group most concerned
 
with the 
success of the project. 
 It will be the responsi­
bility of the Banco Nacional to establish and plan a compre­
hensive home financing program and to administer and super­
vise the activities of the 
S&L associations.
 

The Banco Nacional's responsibility in the area of
institutional development is 
to establish a comprehensive

long-range program for home financing; 
to ensure adequate

administration and supervision cf tleS&L associations; and
 
to instill confidence in the general public 
that savings

are protected. The Banco Nacional will also need to ensure
 
that sufficient management training is given to the 
staff
 
of the S&L associations.
 

2. USAID
 

It will be the responsibility of the Private
 
Enterprise Development Office to manage this project,

including establishing day-to-day coordination with the
 
Banco Nacional and its technical advisor. 
The Capital

Development Office will coordinate USAID review of progress

reports and the opening of Letter of Commitments. USAID
 
has already established a close working relationship with
 
the Paraguayan officials and organizations principally

responsible for the development of the S&L system, and
 
this relationship is expected to continue during the life
 
of the project.
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C. EVALUATION
 

Since USAID is assisting in establishing a new devel­opment institution, the daiily contact between the organizers
and the Mission personnel will be close and continuous.
Already a sound working relationship has been established.
In order to assure the 
success of the-project, responsible
staff members of both the Banco Nacional and USAID will
a 
nduct an annual joint review of progress.
 

A.I.D. and the Banco Nacional will jointly establish
goals for the S&L system on an annual and 5-year basis upon
the inception of the 
system. 
These goals will be applica­tion of the general project goals. 
 (See below.)
 

The joint group will, for example, quantify yearly
targets by numbers of housing units to be built yearly
and amounts of savings deposits. 
 The yearly evaluation
will be based on the system's ability to achieve stated
goals and the ability to correct 
impediments that arise
in attempting to do its job.
 

Generally speaking, the annual review, besides consid­ering yearly targets and problems areas in the implementa­tion of the project, will be directed towards accomplishing
the goals of the project.
 

The goals of the project are namely:
 

I. Establishing an effective S&L system;
 

2. Constructing homes;
 

3. 
Stimulating the home materials and home construction
 
industry.
 

Thus, progress towards these goals will be the measurement
by which USAID and the Banco Nacional itself will evaluate
 
the project.
 

1. 
Criteria for Evaluation Project Goals
 

a. 	Establishing an Effective Savings and Loan
System
 

A viable savings and loan system requires the
mobilizatiQn of capital from the private sector of Paraguay
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as well as the governmental sector.
 

In Paraguay, the Government also wants widespread partici­
pation in the system. This means that the system requires
 
a multiplicity of deposits from all segments of the middle
 
income population. It also means that the system must
 
generate a secondary mortgage market. Based on these
 
project goals, the basic quantitative evaluation questions
 
become: How many depositors are there? What is the
 
average amount of a deposit? What is the average annual
 
income of the depositors? How many depositors are there
 
from each income level?
 

To facilitate initial investment in mortgages
 
and their free exchange in secondary markets, the govern­
ment expects to develop a mortgage insurance program. To
 
help counter the natural illiquidity of mortgages the
 
government will develop a secondary market for the sale
 
of existing mortgages. The Government also expects to
 
legislate a tax exemption for domestic investors in the
 
mortgage market ?s an incentive to them to make funds
 
azailable. The standardization of mortgage instruments
 
will also help create a secondary market. The evaluation
 
will address what specific steps the government has taken
 
toward these ends and what more needs to be done to achieve
 
them.
 

b. Constructing Homes
 

The whole purpose of the creation of a S&L system
 
is to improve the housing inventory of the middle class,
 
both through new homes and repaih2 and additions to
 
existing homes. Quantitative evaluation questions then
 
become: How many mortgages for new homes are negotiated
 
each year? How many for improvements? What is the average
 
income of the mortgages? What is the value of the average
 
home built or improved?
 

c. Stimulating the Home Materials and Home Construction
 
Industry.
 

A sub-goal of the development of a S&L system and
 
anticipated spin-off effect is the stimulation of the home
 
building sector of the economy. The evaluation will thus
 
look to see: How many men are employed in the home building
 
industry? What part of GNP is associated with the home
 
building industry? What is happening to the imports and
 

UNCLASSIFIED
 



- 31 - UNCLASSIFIED
 

exports of building materials? 
How many firms are involved
 
in the industry?
 

At the end of the first five years of the system, a
 
survey will be made to evaluate perceived results of the
 
S&L system. The survey will focus on changes felt by

mortgagees as 
a result of a better home, perception by the
 
public of changes in the home market and attribution by

the public of changes in the construction and savings mar­
kets to the S&L system.
 

D. CONDITIONS AND COVENANTS
 

In addition to 
the usual covenants and conditions,

the project committee recommends that the loan agreement
 
for seed capital contain the following:
 

1. Except for marine insurance and ocean shipping,

goods and services financed under the loan shall have
 
their source and origin in Paraguay and countries included
 
in AID Geographic Code 941. Marine insurance financed
 
under the loan shall have its 
source and origin in Paraguay
 
or any country included in AID Geographic Code 941, pro­
vided, however, that such insurance may be financed under
 
the loan only if it is obtained on a competitive basis and
 
any claims thereunder are payable in convertible currencies.
 
Ocean shipping financed under the loan shall be procured
 
in any country included in AID Geographic Code 941.
 

2. Borrower shall covenant to provide at least the
 
equivalent of $500,000 in support of this project and
 
schedule its contribution in accordance with a plan sat­
isfactory to AID during the first 2 years of the Banco
 
Nacional de Ahorro y Prestamos para la Vivienda.
 

3. Borrower shall covenant to obtain and retain tech­
nical assistance which is satisfactory to AID, for the
 
Banco Nacional de Ahorro y Pr~stamos para la Vivienda
 
for the duration of the project.
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4. Prior to any disbursement, the Borrower shall
 

submit, in form and substance satisfactory to AID:
 

(i) evidence that the Banco Nacional de Ahorro
 

y Prustamos para la Vivienda has a governing body and has
 

hired management both satisfactory to AID and has made
 

staffing arrangements, including requisite technical skills,
 

satisfactory to AID;
 

(ii) evidence that the policies and procedures,
 

both satisfactory to AID, governing the conduct of the
 

Banco Nacional's operations have been approved by its
 

governing body;
 

evidence that the borrower has contributed
(iii) 

at least the equivalent in local currency of $250,000 to
 

the capitalization of the project.
 

5. Unless AID otherwise agrees in writing, the Banco
 

Nacional de Ahorro y Pr~stamos para la Vivienda shall not:
 

(i) permit the S&L associations to make loans
 

for any purpose other than home financing;
 

(ii) permit the financing of homes valued at more
 

than the equivalent of $]0,000.
 

6. Disbursements of loan funds shall be made parri
 

passu with the availability of the Borrower's contribution
 

to the capitalization of the Banco Nacional de Ahorro y
 

Pr'stamos para la Vivienda.
 

7. The Banco Nacional shall attempt to develop within
 

18 months of the execution of the loan agreement a source
 

of funds for the Banco Nacional de Ahorro y Prastamos para
 

la Vivienda.
 

8. Unless AID shall otherwise agree in writing, the
 

Banco Nacional shall not permit the savings and loan
 

associations to distribute profits which exceed a fair
 

return upon invested capital.
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9. Unless AID shall otherwise agree in writing, the

Banco Nacional shall not make any funds available to any

S&L 	association in excess 
of three times as much as it

has been able to obtain through savings and capitalization.
 

10. Prior to the first disbursement of the $2.0 million

seed capital loan, a market analysis satisfactory to AID,

will be made to provide guidance to the Banco Nacional on
 
the income growth to be served within the $101,000 limita­
tiei on homes.
 

11. Unless AID otherwise agrees in writing, AID and the
Banco Nacional de Ahorro y Prestamos para la Vivienda shall

jointly hold a formal review and evaluation of the project

not later than 12 months after execution of the loan agree­
ment. 
 Such review, unless otherwise agreed to in writing

by AID, would be held annually.
 

E. 	IMPLEMENTATION SCHEDULE AND DISBURSEMENTS
 

1. 	Authorization of Loans: 
 June 1, 1971
 
2. 	Negotiations and Signing of
 

Technical Assistance Loan
 
Agreement: 
 August 1, 1971
 

3. 	Beginning of Loan-financed
 
Technical Assistance: September 1, 1971
 

4. 	Negotiation and Signings of
 
Seed Capital Loan Agreement: December 1, 1971
 

5. 	Termination Date for Meeting
 
Conditions Precedent to initial
 
Disbursement for Project Opera­
tions: 
 February 1, 1972
 

6. 	Terminal Date for Final Dis­
bursements: 
 December 31, 1974
 

AID funds will be disbursed through Letters of Commit­
ment to 
cover the foreign exchange costs of technical
 
assistance. Local currency payments will be made for the
 
most part as reimbursements for authorized expenditures

made under the loan. They will be made directly to Banco
 
Nacional by the USAID/Paraguay Mission with local currency

purchased with dollars. 
 Monthly loan summaries, quarterly

status reports and annual audited financial statements
 
will be provided by Banco Nacional de.Ahorro y Prestamos
 
para la Vivienda.
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The loan can be disbursed within approximately three
 
and one-half years from authorization.
 

The need of the home financing system and GOP interest
 
in the Project combined with the loan-financed technical
 
assistance present an excellent framework for avoiding

delays in accomplishing goals of the loan within the
 
schedule outlined above.
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CERTIFICATION PURSUANT TO SECTION 611(e) OF THE 

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED 

I, Peter M. Cody, the principal officer of the Aqency for 
International Development in Paraguay, having taken into account, 
among other things, the maintenance and utilization of projects
 
previously financed or assisted by the United States, do hereby 
certify that in my judgement Paraguay has both the financial capability 
and the human resources capability to effectively maintain and utilize 
the capital assistance project, Savings and Loan Project - Banco 
Nacional de Ahorro y Pr6stamos para la Vivienda. 

The Capital Aesistance Paper certifies that the Statutory

Criteria as applied to Paraguay have been met. This certification 
is based on, among other factors, a careful review of the financial
 
assistance previously provided to Paraguay. 

Peter M. Cody
 
Director
 

Date: ~ ~ 
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ANNEX I-B 

STATE 028443 Dated: February 22, 1971 

SUBJECT: HOUSING AND URBAN DEVELOPMENT - IRR APPROVAL - SEED CAPITAL LOAN 

CAEC reviewed subject Loan and approved Intensive Review with following
 
comments: 1) Concern expressed over small proposed contribution by
 
GOP, and loan form of contribution. Generally, seed capital loans for
 
Savings and Loan Systems have been matched by grants from Host Country.
 
Mission Director ag.reed explore possibility similar contribution from
 
GOP and to report back to AID/W prior to reaching any Agreement with 
GOP re conditions of its contribution. 2) Washington Federal Savings 
and Loan expert should explore from Technical point of view need for 
greater contribution from GOP to permit lower mortgage rates. ROGERS. 
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SAVINGS AND LOAN ASSOCIATION OF MIAMI BEACH 

JACK D. GORDON ARTHUn H. COUR$HON 
Preident Chairman of the Bowi 

March 31, 1971
 

Mr. Stanley Baruch, Director
 
Office of Housing
 
Room 508 Rosslyn Plaza Building
 
Agency for International Development
 
Washington, D. C. 20523
 

Dear Stanley: 

Re: Your undated letter requesting Bernardo Benes' trip
 
to Para ay.-


In response to your above mentioned letter, I am pleased to confirm my

telephone briefing of today. 

I. DURATION OF TRIP:
 

I left iami, Monday night, Mrch 22nd, and returned on midnight Friday 
to Saturday, Iarch 26/27. 

II. PRIMA\RY PURPOSE OF TIUE VISIT: 

"To assist rhe Mission in explaining to the. private sector the pkilosop!;yand mechanics of a systcm of savings and loan associations." Assign;,cnt accoln­pliolsed. We met with do;zens of very active members of the private si­ or ..Ito n~gJtbe iiit:erested in getting involved in the opelLtLion. of a savings and l. u asoc.a.tion. I believe that at present nany important husinesrmen of Paraguiay :tre very
well acquainted with the philosophy and mechanics of a system of savingz, and loan 
associations. 

III. GUIDANCE RELATIVE TO THE PROPOSED LEGTSLATION: 

During my stay in Paraguay I had mcetingL with the President of the
Central Bank, the Minister of the Treasury, Director of the Planning Office ofthe Presidency, President and Board of Directors of IP\'IJ, round-table disctusion

with a group of approximately 1
30 officers of the ,anco C(erntral, l!anco Naciomi" -I'

Fomento, Treasury Depar,-men , Pla:ming Departh:ent: of the Presidency, 
 to al:-oexplain the philosophy and uicihanics of. a savn.gs and loan system. We a.sc met

with an important member of Congress. My last weeting 
 wis with the President of
the Republic of Paragtuay, General Alfredo Stroessucr. The 
 meeting was over-whelm­
ingly successful. The President of the Central Bank, the M nister of tie Treasurvand the Minister of Public Works were present. (As Exhibit No. I. you find enclosed a copy of a summary report on this meeting that was submitted to Mr. Peter Cody,
Mission Director.) 

1701 Moridinn Avenue 1234 Woahirotcon Avenue 1133 Nofnio rly rivo 699 N[. 67h 5trrMt 
Miami 3Beac, Fla. Miam, 1[cach, FIla. Miami Beach,3313'9 Fla. North Miam' Beach, FIo.

33141 33162 

I''' Mom): Phone 538-3432 Broward County: Phosiv 125.4331 (Toll Free) 
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With Michael Bander, Capital Development Officer of the USAID Mission to
Paraguay, we agreed to offer Eduardo Gomi~n of Chile to go to Asunci6n for
approximately one month 
-- after a three-day briefing in Miami 
-- to assist the
GOP in the drafting of the legislation, preparation of the AID Mission loan
 paper and promote lobbyism with members of Congress (see Exhibit No. 2).
 

We have arranged with the Mission to discuss with Gomin his activities for

the next 30 days.
 

We have also recomnended to the Mission that they hire Gomi4n for a period
of at least 1 year as adviser to the system. I spoke to fduardo Gomidn on my way
down to Paraguay (at the airport in Santiago), and in principle, he agreed. Upon
my return to Miami, last Saturday, I spoke with Gomicn over the phone, and I
expect him to be in Miami at the end of the present week. 

IV. SAVINGS POTENTIAL AND MARMET: 

In summary, the feasibility study at a glance clearly established the
 
following facts:
 

1. There is no mortgage lending available in Paraguay for long..tern
financing in the country with the exception of a very limited operation of the
National Housing Institution (IPVUl), which has finanded soe houses with IDB
funds; as a result, the middle income families of Paraguay do not have mecha­nism to provide them with the possibility of satisfying their housing needs, for
which they seem to have 
 sufficient financial capability. 

2. There are savings in the country. In fact, at present the numerous
commercial banks (10) in the country, most of them foreigners, have more savings
of what they can handle, in certificate of deposits and savings accounts 
 (theadviser to the Central Bank of the International Monetary Fund, with whom I met 
on several occasions, agreed with me on 
this).
 

3.. There exists a number of Builders with the necessary personnel tostart the construction of homes. The construction indus.try is in the positioi: of
following the gradual increase of housing development. In addition, land at 
reasonable prices is available.
 

Therefore, it is strongly reconmiended that a savings and loan system in

Paraguay is of the utmost importance.
 

V. TE4TATIVE STRUCTURE OF THE SYSTEM: 

The way we see it, the following describes the beginning of the savings

ar#11 loan system in Paraguay:
 

Legislation to be passed creating an autonomous agUIight
 

3... 
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3. 
Explanation to the Paraguayan legislators of the philosophy
and mechanics of a savings and loan system.
 

4. 
Promotion for the organization of threeprvate groups to operate
the savings and loan associations.
 

From 30 to 90 days:
 

1. Passing of legislation by Congress. 

2. Appointment of the President of the Banco Nacional de Ahorro y
Pros tamo. 

3. 
Organization of the three savings and loan associations, and ap­,pointment of the general managers.
 

4. Training of the aforementioned individuals.
 

5. 
Approval by AID of the "seed capital" loan.
 

From90to120 days:
 

1. Inauguration of the Banco Nacional de Ahorro y Prdstamo.
 

2. Inauguration of thie savings and loan associations. 

3. 
Further development and training.
 

In order to accomplish 
 this timetable,services it is essentialbe engaged for at least the above 
that Eduardo Comij&.

I period of time, butbelieve that he should be as stated before,hired for a minimum ofthat it is important that 
one to two years. I also feelwe keep in contact with all the developments. 

VIII. 
 GEIERAL:
 

1. Enclosed is Exhibit .o. 3 with the names of all the people withwhom we met during our stay in Paraguay.
 

I met with 
2. 
Josg 

-On my way down to Asunci6n I stayed overnight in Buenos Aires
R. Martin, a savinge whereand loan specialist, who insisted in going 
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with bie because he had to go to Rio de Janeiro to attend a conference in Latin
 
American housing. Mr. Martin's presence was helpful. A summary of his impres­
sions appears as Exhibit No. 4 attached. 

3. The news media, including newspapers, T.V. and radio gave a good
 
coverage of our activities.
 

4. Finally, I want to assure you that I received a magnificent sup­
port from all the staff of the AID Mission, from the Director, Mr. Peter Cody 
down to the secretaries, and particularly from Mr. Michael Bander and his assist­
ant, Mr. Julio Basualdo. Without these two officers' participation, we would 
not have been able to perform and accomplish everythin' we did in our short stay 
in Asunci'n. 

incere you/r 

Bernardo Benes
 

Vice President 

Enclosures
 

cc: Mr. Harold Robinson, AID/W
 
Mr. Peter Kinim, AID/Ul
 
Mr. Edward Palash, AID/W
 

IMr. Michael Bnnder, USAID/M to Paraguay
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be called Banco Nacional de Ahorro y Pr~stamo. This Institution would have
 
the following main functions:
 

I. 
 To charter stock-owned and mutual savings and loan institutions.
 
2. 
 To supervise them, and to act in general as a regulatory agency.
 
3. To act as 
financial agent to the associations when liquidity problem
arises.
 

4. . To provide mortgage and savings insurance.
 
The Banco Nacional de Ahorro y Prtstamo should be controlled by the Super­intendency of Banks which is a department of the Central Bank of Paraguay.
It is recornnended that at the beginning, three privateoperate groups be formedthree stock-owned tosavings and loan associations. 

VI. INITTAIA CAIITAI,/ATT(v,.
 

The total amount of capital entering into the system is anticipatedas follows:
 

Three assn. 
 at $1.50,000
 
GOP inii-l capitalization
Contribut:ion $ 450,000............. 
 500,O00 (at: 
 present they have lifitlditwy
 

probles. Therefore, possibi ityof donation of land or COP Bonds 
AID seed capital loan ...... 2.,00000 

were discussed). 
r e
 

TOTAL .295
 

VII. TENTAT. TITNETAILE :
 

Within the next 30 davs: 
1. Presentation of proposed legislation to Congress.
 

2. Draft of AID loan paper.
 

4... 
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Exhibit 1 
PageTO: PETER CODY, Mission Drector 1 of 2 

FROM: BERNARDO BENES 

REFERENCE: 
 Meeting with the President of the Republic to discuss the creation of
a savings and loan system in Paraguay.
PARTICIPANTS: 
 President of the Republic, Geieral Alfredo Stroessner
President of the Central Bank, Dr. Csar Romero Acosta
Minister of the Treasury, General Csar Barrientos
Minister of Public Works, General Marcial Samaniego
Mr. Jos4 R. Martin, Savings and Loan Expert from Argentina
who accompanied 
me.
 

DURATION OF THE NEETING: 
 35 minutes
 
DATE OF 
 MEETING: Friday, March 26, 1971 

dialogue 
The President was very open, sincere and the conversation
between lie and I with some very short and 

was a very pleasantpertinent participationDr. Acosta and Mr. Ilirtin. of 
The President overwerimingly accepted the idea of the creationto be created inmedlatel. of a S & L system 

I. I drafted a graphimmediately on how we seesaid, pointing the organization 
for to the graph: "This of the system and hethe Paraguayans. is the begilningI know that of a historicthis docuiment momentwill bepaper in an importantthe future pieceand I want ofto keep it."a 

2. He was very interested in the idea of havingsectors coordinate efforts the public and privatein this area of housing.
3. He reacted very favorablyParaguay was when I told himto produce that thethe maxiiupn best tilingfamilies. number forThis was in reference of houses for the maximumloans to having number ofrather than the the private sectorpublic makingsector, which means the mortgagethat the public thatsector keeps the power it is not important for himof making the individual mortgage loans.4. The President of the Central Bankante-proyecto assured himdraft laws to :hat one ofbe taken the firstto Congress will be in this regard.5. I stressed the supportthe drafting of from AID in thethis legislation and area of technicalimplementation assistance inprocess, trainingand seed capital. of personnel,He reacted very favorably.
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Exhibit 16. He was very interestedthat were 	 in knowing the people Page 2 of 2enthused 	 of the privateabout this idea. 	 sector name of the President 	 We did not mention all the names,of COMDESA. 	 only theIle reacted favorably. le understood

dynamically and 	
and

accepted the fact that Paraguay was ripe for this development.
Outspokenly when He also reacted
the experience I said that they had the advantage of gaining fromof all the Latin American countries.That is very 	 He specificallyimUportant because 	 said:we will avoid making mistakes." 
7. He instructed Dr. Acosta, President of Banco Central to work on it.
 

Dr.. Acosta replied favorably saying that he-was preparing an ante-proyecto.
 
8. 	We briefly discussed IPVU and I gave him some ideas of how to 
improve
 

IMPORTANT: 
 As soon as we 
left the meeting, the news media asked me to inforn them,
 
which I d-d. As soon as I arrivedfrom Dr. 	 at the AID Mission,Acosta, President of Banco 	 I received a telephone callCentral whoof the Republic asked 	 told e, more or less:me to tell you that he was 	 "The Presidentand with your attitude, that he 	

very impressed with the meetingexpects youthe implementation of this 	 to continue to inmmediatelyProgram and 	 supportto sincerelyin the welfare of the Paraguayan pcople." 
thank you for 	your iute-:cst

transmitting the 	 Basically, Dr. AcostaPresident's 	 in additionmessage said 	 tocome through 	 in a few words:with your assistance." 	 "Don't let meI informed 	 down;a Chilean -expert who 	 him that in one week he waswould be working 	 gettingwith himthat lie could 	 in the preparationbe sure that he 	 of the Law andairport to wish ine luck and 
will get AID's support. Dr. Rotela 	went to thethanked me.that without 	 I took the opportunityhurting his professional 'knowledge, 	 of telling himif he had any 	 lie should listenbasic difference 	 to Gomi.&i, andexplained Dr. Rotela 

of opinion that he should informof Gcomi~n's qualifications 	 Bander. Iinformed him of the 	 and identificationresults of the 	 with us, andmeeting with the Presidenttelephone and 	 the subsequentcall from Dr. Acost.. 

MCLq8InM 
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I. Board of Directors 

The Board of Directors will be made up of five Directors
appointed as follows:
 

a) One Director, by the Executive Power. 
This Dire tor will
also be the President of the Banco Nacional de Ahorro y
Prdstamos para la Vivienda;
 
b) One Director and his alternate, by the Ministry of Finance;
 
a) One Director and his alternate, by the Central Bank of Paraguay;
 
d) One Director and his alternate, by the Savings and Loan


Associations;
 
e) One Director and his alternate, by Professional Associations,
 

such as Engineers, Architects, and Builders.
 
II. 
 The President
 

The President of the Banco Nacional will be a
by the Executive Power. person appointed
He will have technical abilities in
financial institutions.
 

III. 
 Public Relations
 

Public Relations will be handled by one person appointed by the
 
Board of Directors.
 

IV. 
 Legal Advisor
 

Legal Advice will be handled by a lawyer who will be the Legal

Advisor.
 

V. Departments
 

The Banco Nacional de Ahorro y Prdstamos para la Vivienda will
have three basic Departments: Operations, Technical, and
Administrative.
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1. Operations Department
 

This department will be under an economist and it will be made 
up of the following sections: (i) Finance, and (ii) Insurance 
of Savings Accounts and Mortgages.
 

(i) 	Finance Section: This section will review &il applications
 
concerning financial assistance from Savings anu Loan
 
Associations. The engineer will hc,'re the respoitsibility 
for making appraisal of mortgage 3jans. The lawyer will
 
have the responsibility for legal assistance to the S&L.
 

(ii) Insurance of Savings Accounts and Mortgages: This section
 
will be in charge of handlihg all kinds of insurances
 
relating to Savings Account; and Mortgages.
 

2. Technical Department
 

This department will be under an economist and it 'will be made
 
up of the following sections: (i) Technical Assistance, aUd
 
(ii)Association Supervision.
 

(i) 	Technical Assistance: This section will.have a group of
 
experts in charge of technical and legal assistance to
 
the Associations.
 

(ii) Association Supervision: This section will be in charge of
 
controlling the use of funds allocated to the Associations.
 
It will also make sure that all appropriate regulations are
 
followed.
 

3. Administrative Department
 

This department will be .underan economist who will have a
 
degree either in economics or administration. This department
 
will be made up of the following sections: (i) Accounting,
 
and (ii) Personnel.
 

(i) 	Accounting Section: This section will be in charge of the
 
following: (i) handling the Banco's accounting; (ii) control
 
of inventories and cash in hand; (iii) procurement and supply
 
of materials and (iv) insurance of the Banco's properties.
 

(ii) Personnel Section: This section will be in charge of the
 
following: (i) selection and recruitment of personnel for
 
the Banco Nacional; (ii)preparing a descriptive job manual
 
for the Banco Nacional.
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ANNEX II-C 
Page 3 of 3VI. Auditor's Office
 

This office will be at the level of the Bc,-d of Director andit will be under 
Executive 

a Certified Public Accountant appointed byPower. Appointmnent theto this position will be indefinite. 
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SUMMARY OF BANCO NACIONAL DE AHORRO Y PRESTAIVS 

PARA 	 LA VIVIENDA PERSONNEL 

- Board of Directors ...................... 	 5 Directors and
 
4 Alternates
 

II President 
.	 1 President 
1 Executive Secretary 
.Messenger - Driver 

III Public Relations 	 1 Expert
...........	 1............ 


IV Legal Advisor .................. 	 ..... 1 Lawyer
 

V Departments: 
A. 	Operations Department ............... 1 Economist
 

1 Secretary
 
Sections:
 
a. 	Finance ........................ 1 Economist
 
b. 	Insurance of Savings Ace. 

and Mortgages ............... 1...Expert 

B. 	Technical Department
 
Sections:
 
a. Technical Assistance ............ 1 Economist
 

1 Engineer
 
1 Lawyer
 

b. Associations Supervision ........ 1 Economist
 

C. Administrative Department ........... 1 Economist, Business
 
Administration Expert
 

1 Secretary
 
Sections:
 
a. Accounting .............. 1 Certified Public
 

Ancountant 
L. Personnel ..... 	 (Same as C)
 

D. 	Auditor's Office .................... 1Auditor (Certif.Public Acc)
 
1 Typist
 

TOTAL BNAPV Personnel ............... 23 Persons
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COST ESTIMATE OF FEES AND SALARIES OF TIE BANCO NACIONAL DE AHORRO
 
Y PRESTAMPOS PARA IA VIVIENDA PERSONNEL
 

(In 	US Dollars)
 

Total Monthly Total Annually 

1) 	Board of Directors
 

5 Directors, $160 per month per
 
each Director 
 800 	 9,600
 

2) 	President
 

1 President 
 480 	 5,760

1 Executive Secretary 200 	 2,400

1 Messenger-Driver 	 i00 1,200
 

3) Public Relations
 

1 Expert 240 2,880 

4) Legal Advice 

1 Lawyer 
 240 2,880
 

5) Operations Department
 

1 Economist 
 320 	 3,840

1 Secretary 
 160 	 1,920

1 Economist for Finance Section 
 240 2,880

1 Expert for the Insurance Section 
 240 2,880
 

6) Technical Department
 

1 Economist 
 320 	 3,840

1 Engineer 
 240 	 2,880

1 Lawyer 
 240 	 2,880

1 Economist for the Supervision Sec. 240 
 2,880
 

7) Administrative Department
 

1 Economist, or Business Administration
 
Expert 
 320 	 3,840


1 Secretary 
 160 	 1,920

1 Certified Public Accountant 240 	 2,880 

8) Auditor's Office
 
1 Certified Public Accountant 
 320 	 3,840

1 Secretary 
 160 .1,920 

5,260 64'120 
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ESTIMATE OF OPERATIONAL COST OF THE BANCO NACIONAL 

DE AHORRO Y PRESTMS PARA 1A VIVIENDA 

Dollars 

Salaries and fees 63,120 

Office rental and utilities 8,000 

Depreciation and amortimation 4,000 

Propaganda 1,000 

Telephone 1,000 

Postage 250 

Maintenance and repair 800 

Office equipment, stationary and printing matters 2,000 

Cables 500 

President's expense allowance 2,500 

Travel expenses 800 

Public relations expenses 2,500 

Maintenance and gasoline for vehicles 2,400 

Insurance 800 

Office arrangements and repairs 600 

Other expenses 1,500 

TOTAL: 91,770 
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DISTRIBUTION OF TECHNICAL ASSISTANCE 

The technical assistance aspects of the loan call for a full-timeadvisor to the Banco Nacional. This consultant will work closely withthe President and the Board of Directors of the Banco Nacioii4l. He
will also has responsibilities to assist the associations that are
 
chartered by the Banco Nacional. It is estimated that for a two-yCdr
period the total expenses involved to have such an individual in 
Asuncion would be $45,000. 

Short-term consultants will also be made available throughout

the life of the project. These short-term consultants will give

tochnical assistance in the areas of accounting, public relations,

legal matters, and other such related topics. 
It is envisioned that
the short-term consultants will be working mostly with the Savings and
Loan associations. 
$15,000 of the technical assistance aspects is
 
budgeted for these services.
 

A third aspect of the technical assistance will be participant

training. This participant training will most likely consist of
 
training periods with either the American Savings and Loan Institute
 
or Washington Federal Savings and Loan Association. The participants

will come from both the Banco Nacional and Savings and Loan associations.
 
The S&L associations will be encouraged to use their own funds for this

training. 
$40,000 is planned for the expanses of participant training.
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PLANNED OPERATING POLICY OF THE 
Banco Nacional de Ahorro y
 
Pr~stamo para la Vivienda*
 

The Banco Nacional de Ahorro y Pr~stamo para la
 
Vivienda will have authority to:
 

a) 	authorize and promote, on its own, the establishment
 
of Savings & Loan Associations, in places where the
 
needs of the country so require it, taking into
 
account the demographic and economic conditions
 
of the various regions;
 

b) 	charter and regulate the stock owned or mutual
 
savings and loan associations;
 

c) 	provide technical and financial assistance to the
 
Associations;
 

d) 	promote the investment of public and private
 
resources both national and foreign for the
 
solution of the housing problem;
 

e) 	guarantee savings deposits made in the Associations
 
and establish the corresponding downpayment that
 
these should pay to the Banco Nacional;
 

f) 	develop the secondary market for mortgages and
 
participate in it either on its own or through
 
third parties;
 

g) 	issue bonds, negotiate loans, and obtain financial
 
resources on the open market;
 

h) 	guarantee mortgage loans made in favor of the
 
Associations and establish and change downpayments,

fees, honoraries and other expenditures required by

the 	guaranty;
 

* Prepared by the ad hoc committee of the Central Bank for 

planning purposes.
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i) 	 supervise the functioning of the Associations and
 
establish its legal services taking into account
 

their probable revenues.
 

In general, the Banco Nacional de Ahorro y Pr~stamos
 

para la Vivienda will help the Associations by granting
 

long term loans to increase their financial capacity or
 

short term loans to satisfy the needs of their liquidity.
 

To assure that each S&L Association will have a rea­

sonably equal opportunity to use AID funds, the Banco
 

Nacional will establish a policy which will encourage the
 

S&L's to atzract savings and, at the same time, assist
 
the small S&L's. Thus, an S&L association will probably
 

be permitted to draw on the Banco Nacional for no more
 

than three times as much as it has been able to obtain
 

through savings and capitalization.
 

The Banco Nacional will set forth cash reserves,
 
rates, interests, rights, commissions and whatever other
 

standards it deems appropriate to apply to the Associa­

tions0 The system's economic and credit policy established
 

and carried out by the Banco Nacional will be in harmony
 

with the economic and banking policy of the country.
 

The Banco Nacional will begin immediately to work with
 

the GOP to establish a permanent source of revenue for
 

increased capitalization. The issuance of bonds (National
 

Housing Bonds) will be encouraged.
 

The S&L Associations will be limited to distributing
 

as profits only a fair return on invested capital. The
 

Board of Directors shall set the policy with regard to
 

distribution of profits.
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PLANNED OPERATING POLICY OF THE S&L ASSOCIATIONS*
 

The operating policy of the S&L associations will be
 
based on the following principles, which will be also
 

included in the loan establishing the S&L system.
 

a) 	The Associations will be able to receive savings
 
deposits to be credited to individual accounts in
 

the name of depositors. The rate of interest paid
 

for these deposits will not exceed the maximum
 
approved by the Banco Nacional for savings accounts.
 

Commercial banks in Paraguay are now paying be-

The 	S&L's will pay a competi­tween 6-8% a year. 


tive rate of interest. It is expected that the
 

S&L's will pay at least 8%. Interests will be
 

paid at least semi-annually, estimated on the
 

amounts in the savings accounts on the last work
 

day of the months of June and December of each
 

year. Each balance will earn interest only during
 

complete calendar months during which the account
 

was kept, and fractions of months will not be
 

taken into consideration.
 

savers will, at any time, be able to withdraw
b) 	The 

their savings either in whole or ir part. However,
 

the Banco Nacional will, when it considers advisable,
 

be able to establish a warning of up to thirty days
 

for withdrawal of the savings.
 

c) The Associations will grant mortgage loans for the
 

purchase, construction, expansion, anid repair of
 

Purchase can only be financed in case of
homes. 

new 	homes, that is, when borrower ",s the first
 

occupant.
 

Prepared by the ad hoc committee of the Central Bank for
 

planning purposes.
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d) 	The Associations will not be empowered to invest
 
funds directly in real property except to estab­
lish their offices and subsidiaries. However,
 
loans for the construction of homes may include
 
the purchase and urbanization of the corresponding
 
site or parcel.
 

e) 	The maximum term 6f loans made to borrowers shall
 
not exceed 25 years nor 90% of the value of the
 
property. Loans for more than $8,000 will require
 
a larger downpayment than 10% of the value of the
 
property.
 

f) 	The Associations will insure saving deposits and
 
mortgages through the procedures established by
 
the Banco Nacional.
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- Three S&L Associations (in 000's dollars)
Consolidated Cash Flow and Income Statement 


Source of Funds 
Cash on hand 
Savings on deposit (net) 
Borrowings (from BN) 
Mortgage Repayments 
Commissions earned 
Interest earned 

Total Available Cash 

1972 
450.-
97.5 
242.5 
21.2 
10.6 
68.8 
890.6 

1973 
175.-
145.5 
475.-
51.5 
15.1 

164.3 
1026.4 

1974 
31.5 

222.-
1200.-
111.8 
30.2 

359.6 
1955.1 

1975 
46.5 

432.-
800.-
172.1 
30.2 

536.2 
2017.-

1976-(A) 
(a-) 

760.-
300.-
222.5 
25.2 

677.6 
1976.3 

1976 (B) 
(%-) 
732.­
450.­
232.4 
30.2 
710.4 

2146.-

Use of Funds 
Loans for mortgages 
Purchase of office equip. 

Loan repayment to BN 
Interest paid on deposits 
Interest paid to BN 
Other operating expenses 
Dividends on (capital) 

Total Cash Used 

529.2 
15.-

9.7 
7.3 

19.4 
135.-

715.6 

756.-
-

28.7 
19.4 
55.8 

135.-
-

994.9 

1512.-
-

76.7 
37.5 

147.4 
135.-

-

1908.6 

1512.-
-

104.1 
71.8 

203.1 
135.-

-

2026.-

1260.-
-

118.1 
132.6 
223.7 
135.-

-

1869.4 

1512.­
-

131.5 
169.­
235.9 
135.­

-

2183.4 

Cash In (out) 175.- 31.5 46.5 (9.-) 106.9 (37Z.4 

Income Statement 
Income 

Commissions Earned 
Interest Earned 
Total Income 

10.6 
68.8 
79.4 

15.1 
164.3 
179.4 

30.2 
359.6 
389.8 

30.2 
536.2 
566.4 

25.2 
677.6 
702.8 

30.2 
710.6 
740.6 

Expenses 
Interest paid on deposits 
Interest paid to BN 
Operating Expenses 

Total Expenses 

7.3 
19.4 

135.-
161.7 

19.4 
55.8 

135.-
210.2 

37.5 
147.4 
135.-
319.9 

71.8 
203.1 
135.-
409.9 

132.6 
223.7 
135.-
491.3 

169.-
235.9 
135.­
539.9 

I4 

Profit (Loss) - to retained 
earnings (82.3) (30.8) 69.9 156.5 211.5 200.7 



CONSOLIIDATE BALANCE SHEET - T E S&U ASSOOI 0N IN000 s OF DOA 
AssetsCash I-31-72 12-31-7374KrggsRcials175.0 31.5 - 46.5 

?ortgages Receivables 529.2 1285.2 2797.2Less cummulative repayments 21.2 508.0 7. 1212.5 1 5Office Equipment 1 .0271225 l 2612.7 
Total Assets ;9.015.0 

Of ice0 Equi ment3951.9 

Liabilities and EquityLiabilities 

Depositor Savings 150.0 390.0 78.0 
Less Withdrawls for downpay. -2U 97.5 147.0 243.0 35 465.0 
Loans Payable to B.N. 242.5 717.5 1917.5Less cuulative repayments 9 232.8 384 6791 11.1 1802.4 
Sub-Total Liabilities 

33.392.13953.33.Equity 3303 922.1 

Invested Capital 450.0 45o.o 450.0
Retained Earnings 

(13-)0.0745. 

S ub - Tot a l E q u i t y 2 ) 671 33S9 
Total Liabilities and Equity 698.0 1259.0 2674.2 

C9.0)4309.2 

-36. 3952.6 

138.0§ 897.0 

2717.5 
219.2 2498. 

33953 

450.0 

1)5 . 

3958.6 

5569.2-5a9.1.9o. 

5112.0 

228.0623.0 1657.0 

3017.5 
2680.2 

33 3--. 

45o.o 

3 2 -
77,4 

5112.0 

582 
5-

2280.0651.0 

350.7 

(376L(3.4) 

5232.2 
5 0 

1629.0 

2816.8 

45o.o 

; i.04 

5209.8 

0 

t V 
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Cash Flow and Income Statement - Banco Nacional (in 000's of dollars) 

Source of Funds 
Cash on hand 
Draw on AID loan 
Loan repayments 
Interest Earned 

1972 

250.-
165.-

9.7 
19.4 

444.1 

1973 

344.6 
400.-
28.7 
55.8 

829.1 

1974 

262.1 
1200.-

76.7 
147.4 

1686.2 

1975 

394.2 
235.-
104.1 
203.1 
936.4 

1976 (A) 

44.4 
-

118.1 
223.7 
386.2 

1976 (B) 

44.4 
-

131.5 
235.9 
411.8 

Use of Funds 
Loans to S&L's 
Purchase of office equip. 
Operating Expenses 
Interest on borrowed capital 

242.5 
15.-
92.-

-

475.-
-

92.-
-

1200.-
-

92.-
-

800.-
-

92.-
-

300.-
-

92.-
-

450.­

92.­

349.5 567.- 1292.- 892.- 392.- 542.-

Cash In (out) 94.6 262.1 394.2 44.4 (5.8) (130.2) 

Income Statement 
Income 

Interest earned 
Total Income 

19.4 
19.4 

55.8 
55.8 

147.4 
147.4 

203.1 
203.1 

223.7 
223.7 

235.9 
235.9 

Expenses
Operating Expenses 

Total Expenses 
92.-
92.-

92.-
92.-

92.-
92.-

92.-
92.-

92.-
92.-

92.­
92.-

Profit (loss) - to retained 
earnings 

(72.6) (36.2) 55.4 111.1 131.7 143.9 

OH 
0ob 



BALANCE SEET - BAY'20 NACIONAL (IN 000's OF DOLLARS) 

Assets 12--72 12-31-73 12-3-74 12-31-75 12-31-76(A) 12-31-76(B)
Cash 94.6 262.1 394.2 44.4 (5.8) (130.2)Office Equipment 15.0 15.0 
 15.0 15.0 15.0 15.0
Mortgages Receivable 242.5 
 717.5 1917.5 2717.5 3017.5 
 3167.5
Less Repayments 
 9 2 38.4 679.1 115.1 1802.4 219.2 2498.3 337.3 2680.2 350.7 2816.8Total Assets 
 956.2 1211. 2557.7 M 2701.6 

Liabilities & Capital Account
 
Liabilities
 
Loans Payable 
 - - - - - - -

Capital Account
 
GOP Contribution 250.0 500.0 500.0 500,0 
 500.00 500.0AID Loan Capitalized 15 O 415.0 565.0 1065.0 1765.0 226 ,,.0 2000.0 2500.0 2r,00.00 2500.0 2000.0 2500.0Retained Earnings (7gm) J57 201.6Total Liabilities and Capital 956.2 2211T6 2557.7 2701.6 

0 H 
c-I 

http:2r,00.00


Ratios
 

Loans from BN to S&L's 

Total S&L Mortgage Loans 
1529 

New Savings in S&L's (NET) 
Total S&L Mortgage Loans 

S&L Liabilities 
S&L Equity 

AID Loan Disbursed to BN 
Loans to S&L's by BN 

BN Expenses 
BN Income 

S&L Expenses 
S&L Income 

BN Loans to S&T,'s 

S&L Capital-Savings 

AID Loan Disbursed to BN 
Total S&L Loans 

243 

-

98 
529 

330 
.36 

165 

92 
--

162 
-

243 

6 

165 
529 

1972 1973 1974475--- 1200--

46% -7563% 1200 79% 
756 6% 1512 

19% 146 19% 222 15% 
756 15-2 

922 2267 
90% 92 270% 26 556%337 407 

400 1200 
68% 4- 34% j-3 100%23451200 

92 92 
205% -1 % -- 63%5617203 

210 320 
49% 1- 85% 82%7919390 

47 20800 

41% -­ 5 69% 1200-143% 

400 1200 
31% 75-6- 151 80%5 97 61512 

19750--

026 
1 51230151 

432 29% 
15 

603%563563 

235 
- 29%800 293-00 

92 
-2- 45%2 

410 
-- 72%566 

1 76%1050 

235 
15 16%1512 

1976 (A)300 

050 
24%1260 

760 60% 
1260 

4337 558% 
558%775 

-
0%0% 

92 
41%224 

491 
70%703703 7%74173 

30450 

1 22%1350 

0%T512 0 

1976 (B)450 

152 30%1512 

732 48% 
1512 

4446 
582%764 

0%450 0 

92 
2 39%236 

540 
- 73% 

1 31350 

0%1512 

'~1H 

OHI'dl 
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CHECKLIST OF STATUTORY CRITERIA
 

(Alliance for Progress) 

In the right-hand iargin, for each item write answer or, as apprcpriate, 
a summary of required discussion. As necessary, reference the 3ection(s)
of the Capital Assistance Paper, or other clearly identified and available 
document, in which the matter is further discussed. This form may be made 
a part of the Capital Assistance Paper. 

The following abbreviations are used: 

FAA - Foreign Assistance Act of 1961 , as amended. 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1971. 

MMA - Merchant Marine Act of 1936, as amended 

COUNTRY PERFORMANCE 

Progress Towards Country GoaZ 

1. FAA § 208; §.251(b). 

A. Describe extent to which
 
country is: 
 (1) The Government of Paraguay has made 

substantial progress in new programs 
designed to increase food production.
During the period 1964 to 1970 
production of wheat increased from, 
8,800 MT to 36,000 MT, soybeans from 
10,000 MT to 45,000 MT, and rice from

(1) Making appropriate efforte 20,000 MT to 35,000 MT. Further
 
to increase food production expansion of food production is planned.

and improve means for food
 
storage and distribution.
 

(2) Recently the GOP enacted a new
 
investment law (Ley No. 216, Nov. 9,
 
1970) which offera advantageous terns
 
for foreign investors. A private
 
development bank (COMDESA) created 

(2) Creating a favorabZe cimate with AID assistance is now operating. 
for foreign and domestic private The GOP has repeatedly encouraged 
enterprise and investment. foreign private investors and strongly 

supports AID's investment quarantee
 
programm.
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(3) Increasing the pub -Zo'o (3) This project, the municipal 
role in the developmental development project, the educational 
prooes, development program and the recently 

creation of regional development
 
centers in the principal cities outside
 
Asuncion, will increase the public's
 
role in the development process. The
 
GOP 	provides land to colonists.and
 
technical assistance to small producers. 

(4) 	 (a) Allocating available 
budgetary resources to (4)(a) Paraguay allocates subtantial 
development. 	 Ption of its national budget to
 

development.
 

(b) Diverting such 	 (4)(b) AID/W has reviewed the level
 
resources for unnecessary of Paraguay's military expenditures 
military expenditure (see and found it to be within acceptable 
also Item No. 16.) and limits. A considerable part of the 
intervention in affairs of Army's Engineer Command is devoted to 
other free and independent construction of farm-to-market roads. 
nations. (See also Item No. 14 .) There is no known intervention 

in the affairs of other countries. 

(6) Willing to contribute funds to (5) The GOP ismaking a substantial
 
the project or program. contribution of $500,000 to the
 

project. Also the private sector will
 
join forces in this initial effort to
 
establish a home financing system. 

2
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(6) Making economic, social, (6) The GOP has improved its 
and political reform such as tax collection efforts in the 
tax collection improvements and past years, increasing tax 
changes in land tenure arrangements, revenues from 06.7 billion in 
and making progress toward respeot 1967 to 08.8 in 1970. The Pa­
for the rule of law, freedom of raguayan Congress has recently 
expression and of the press, cn enacted a broadly based income 
recognizing the importance of tax law. The President of the 
individual freedom, initiative, Republic should shortly sign 
and private enterprise. this legislation which will 

take effect July 1, 1971. 

(7) Adhering to the principles of (7) Paraguay adheres to the 
the Act of Bogota and Charter of principles of the Act of Bogota
Punta del Este. and the Charter of Punta del 

Este. 

(8) Attempting to repatriatecapitaZ (8) Not applicable since 
invested in other countries by it ' Paraguay's investment in other 
own citizens, countries is negligible. 

(9) Otherwise responding to the vital 	(9) A new Constitution was 
economic, political, and social adopted in November 1967, which, 
concerns of its people, and demonstrating by providing a popularly 
a clear determination to take effective elected bi-cameral
 
self-help measures, 	 legislature, increases populat 

participation in government. 
Paraguay is demonstrating a
 
clear determination to take 

B. Are above factors taken'into account in effective self-help measures 
the furnishing of the subject assistance? as shown by recent increase. 

in collection of various kinds 
of taxes, and contributions from 
its own sources toward agricul-SJ 
ture and educational reform. 
The GOP has demonstrated its 
determination to implement -CIAP 
and AID recommended self-help 
measures.
 

B. The above factors have been 
3 	 taken into account in the 

furnishing of subject assistance 
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CitizensTreatment of U.S. 

2. 'FAA B 620(c). If assistance is 
to government, is the government 
liable as debtor or unconditionaZ 
guarantor on any. debt to a U.S. 
citizen for goods or services 
furnished or ordered where (a) 
such citizen has exhausted 
available legal remedies and 
(b) debt is not denied or 
contested by such government? 

3. 	 FAA § 620(e)(1). If assistance 
is to a. government, has it 
(including government agencies or 
subdivisions) taken any action 
which has the effect of national. 
izing, expropriating, or otherwise 
seizing-ownership or control of 
property of U.S. citizens or 
entities beneficially owned by 
them without taking steps to 
discharge its obligations 
toward such citizens or entities? 
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2. No such cases are known to 
ex.st in Paraguay. 

3. Not applicable. 
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(6) Making economic, social, (6) The GOP has improved itsand political reforms such as tax collection efforts in thetax collection improvements an,- past years, increasing taxchanqes in land tenure arrangements, revenues from 06.7 billion inand making progress toward repect 1967 to 08.8 in 1970. The Pa­for the rule of law, freedom of ragiayan Congress has recentlyexpression and of the press, and enacted a broadly based incomerecognizing the importance of tax law. The President of theindividual freedom, initiative, Republic should shortly signand private enterprise. this legislation which will 

take effect July 1, 1971. 
() Adherinq to the principles of (7) Paraguay adheres to thethe Act of Bogota and Charter of principles of the Act of BogotaPunta del Est, and the Charter of Punta del 

Este. 

(8) Attempting to repatriatecapitaZ (8) Not applicable sinceinv j sed in other countries by its Paraguay's investment in other own citizens, countries is negligible. 

(9) Otherwise responding to the vital (9) A new Constitution waseconomic, political, and -;ocial adopted in November 1967, which,concerns of its people, and demonstrating by providing a popularlya clear determination to take effective elected bi-cameralself-help measures, legislature, increases populat 
participation in government. 
Paraguay is demonstrating a 

B, clear determination to takeAre above factors taken'into account in effective self-help measures.the furnishing of the subject assistance? as shown by recent increase. 
in collection of various kinds 
of taxes, aid contributions from 
its own sources toward agricul-Si
ture and educational reform. 
The GOP has demonstrated its 
determination to implement -ClP 
and AID recommended self-help
 
measures.
 

B. The above factors have been
 
3. taken into account in the 

furnishing of subjeot assistance, 



AID 	 1240-2 

Treatment of U.S. Citizens 

2. 	 FAA 9 620(c). If assistance is 
to government, is the government 
liable as debtor or unconditional 
guarantor on any- debt to U.S.a 
citizen for goods or a rviies 
furnished or orde.zd where (a) 
such citizen has exhausted 
.available legal remedies and 
(b) debt is not apnied or 
contested by such government? 

3. 	 FAA § 620(e)(1). If assistance 
is to a. government, has it 
(including government agencies or 
subdivisions) taken any action 
which has the effect of national­
izing, expropriating, or otherwise 
seizing-ownership or control of 
property of U.S. citizens or 

entities beneficially owned by 

them without taking steps to 
discharge its obligations 
toward such citizens or entities? 

UNCLASSIFIED 
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2. No such cases are known to 
exist in Paraguay. 

3. Not applicable.
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4. FAA 9 620(o)- Fishermen's Protective
Act. 4. Not applicable to Paraguay§.5. If country has seized, or as it is an inland country with­impose any penalty or sanction against, out any fishing activity inany U.S. fishing vessel on account of 
 international waters.
its fishing activities in internationaZ
 
waters,
 

a. 
has any deduction required by 4. a. Not applicable.
Fishermen's Protective Act been made? 

b. has complete denial of assistance 4. b. Not applicable.been considered by A.I.D. Administrator? 

Relations withV.S. Government and Oher
 
Nations
 

6 If5. EAA 20(d). assistance is for 5. Not applicable.
any productive enterprisewhich willcompete in the U.S. with U.S. enter­
prise, is there an agreement by the

recipient countnj to prevent export

to the U.S. of more than 20% of the

enterprise's annual production during

the Zife of the loan? 

6. FAA§ 620(j). HaD the country
permitted,-or failed to take 

6. There have been no incidents 
or damage by mob action againstadequate measures to prevent, the U.S. property in Paraguay.damage or destruction by mob action, Adequate measures have been taken
of U.S. property? 
to prevent them.
 

S
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7. 	 FAA 1 620(M). If the country has 

failedtoinstitute the investment 

guaranty program for thespecific 

risks of expropriation, in con­
vertibility or confiscation, has the
 
A.I.D. administrationwithin the past 
year considered denying assistance to 
such government for this reason? 

8. 	FAA 8 620(g). Is the government of 
recipient country in default on 

interest or principalof any A.I.D. 
loan to the country? 

9. 	 FAA 9 620(t). Has the country 
severed diplomatic relations with 
U.S.? If so, have they been resumed 
and have new bilateralassistance 
agreements been negotiated and entered 
into since such resumption? 

10. 	 FAA 8 620(u). What is the payment 
statuq of the country's U.N. 
obligations? If the country is in 
arrears, were such arrearage taken
 

UNCLASSIFIED 
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7 Paraguay has signed a Specifiq 
Risk 	Guarantee Agreement with the
 
U.S. 

8. Paraguay is not in default on 
interest or principal on any AID 
loan. 

9. Not applicable. Paraguay has 
consistently maintained diplcmatic 
relations with the United States. 

10. 	 Paraguay is not delinquent on
 
its U.N. obligations. 

into account by the A.I.D. Administrator 
in determining the current A.I.D. 
Operating Year Budget? 

11. 	FAA 9 620(a). Does recipient country 
furnish assistance to Cuba or fail to 
take appropriate steps to prevent 
ships or aircraft under its flag from 
carrying cargoes to or from Cuba? 

11. According to the best
 
information available, Paraguay
 
allows noreof the prescribed
 
activities. 

6
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12. FAA R 620(b). If assistance is to a 12. The Secretary of State has 
government, has the Secretary of State determined that Paraguay is not 
determined that it is not controlled controlled by the communist 
by the international Communist movement? movement. 

13. 	 FAA § 620(f) Is recipient country 13. No. 
a Communist country? 

14. 	 FAA 9 620(i). Is mcipient country 14. Paraguay is not in any 
in any way involved in (a) subversion 
of, or military aggression against, the 
U.S. or any country receiving U.S.
 
assistance, or (b) the planning of such
 
subversion or aggression?
 

15 • 	 FAA 9 620(n). 15. Accor&ng to the best 
Does recipient country furnish goods information available, no 
to North Viet-Nam or permit ships or Paraguayan ships or aircraft 
aircraft under its flag to carry transport cargoes to or from 
cargoes to or from North Viet-Nam? North Viet Nam. 

Military Expenditures
 

16 . FAP 0 620(s). What percentage of 16. 18.9 of Paraguay's budget 
cr!r' budget is for military for 1970 was allocated to the 
e *-ditures? How much of foreign Ministry of Defense. An 
exchange resources spent on military estimated maximum of $1.0 
equipment? How much spent for the million in foreign exchange 
purchase of sophisticated weapons resources were spend on milita­
systems? (Consideration of these ry equipment in 1970. No funds 
points to be coordinatedwith PPC/MAS.) were expended on sophisticated 

weapons systems. AID/W has 
determined that Paraguay is not 
devoting an unnecessary per­
centage of its budget for 
military purposes.
 

7 
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CONDITIONS OF THE LOAN 

General Soundness
 

17. 	 FAA 0 201(d). 'Information and 17. Loan terms are consistent 
conclusion on reasonableness and with U.S. and Paraguayan laws. 

legality (under laws of country and The lending terms of the loan 
U.S.) of lending and relending terms are considered reasonable in 

of the loan. 	 comparison with other sources 
of financing available. 

18. 	 FAA 5 251(b)(2), 9.251(e). 18. The activity is concluded 
Info2Tnation and conclusion on to be economically and techni­
actiuity's economic and technical cally sound. The application 
soundness. If loan is not -,de pursuant for this loan, plus detailed 
to a multilateral plan, ani the amount discussions before and after 
of the loan exceeds'$100,O00, has country receipt o' the application 
submitted to.A.I.D. an application for give sufficient information 
such funds together with assurances to and assurance that the funds 
indicate that funds will be used in an will be used in an economically 
economically and technically sound and technically sound manner. 
manner? 
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. FAA 2
 
2(b) ....
.oapat
of
nfo a19.ounl--u to re atipathe of 

includi7,j r0sonablenes8 ofrepayment Prospects. 

20, FAA - 11 
2 (a) (i) prior to s"g°FAa 

e 
r " 
toofw- ltthere be gning
(a) engineer-, financiat and other pansnecessary to carry out the assistanceand (b) a reasonably firm estimate

of the cost to the U.S. of the 
assistance?
 

21.. FAA 9 611(a)(2) If further
e'gi81ative action is required withinrecipient country, what is basis forreasonable expectation that such
action wiZZ be completed in 

UNCLASSIFIED 
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It is concluded 
that Par
has the capacity to repay and EhaN
y
 

there is reasonable asurance ofrepayment.
 

"20. 
 There will be financial and
technical assistance plans prior tothe signing of the loan.able estimate of the cost 
A reason. 
to the U.S.
of the activity to be financed has 

been tamed 

21. Congrebsional 
ratification
the loan ofis necessar.establishing Legislationnational 
&L system,
including the BancoPurposes Of loan?e time to Nacional de
permit orderly accomplishment ofAborts Y Prdstamos Para la Vlvienda,of 

i tresBano paalmust be enacted. de
interest 


2z 6
AA§
 ).
assis tance., and al 
loan is for cital
assion u.s. asis
D 
 all u. aistance 
toPoject now exceeds $1 nil lionj hasAu88 ion Director certified the county,'capability effectivety to maintain andutiize the project? 

2a. FAA251(b) 
 Information and 
cnc nonavailai 


Based on the statedof the GOP and the assurancei 

.from the Executive Branch, there ist h e basisthat legislative action will be taken
 
to anti-ipate
in time to ,permt orderly


accomplismen of the purposes ofon h 

22. See Annex I for Mission
 
Director's Certification.
 

23. 
 Financing for this project isfrom other free-world 
of financing not available from other free-worldsources
Private sources n 
 sources 
Including private

within the United Statesrithin the U.S. oucs 
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Loan ' Relationnhip to Achievement 
of Countnj and Reqional Goals 

20 2.51(a).24. 	 FA A 1 Extant to
wtcI 	assistance reflects 
appropriateemphasis on; (a) 
encouraging development of dem-
ocratic economic, political, and 
social institutions; (b) self-
help 	in meeting the country's 
food 	needs; (c) improving avail-

ability of trained manpower in 
the country; (d) programs designed 
to meet the country's health needs, 
or (e) other important areas of 
economic, political, and social 
development, including industry; 
free 	labor unions, cooperatives, 
and voluntary agencies; 
transportationand communication; 

24. (a). The effect on democratic 
economical, political and social 
institutions will be a direct one. 
The establishment of a home financing 
system will permit the middle income 
families of Pardguay an opportunity, 
to purchase and own homes. This 
should increase faith in t.ie govern­
mental process and broaden citizen
 
participation in the economic and 
social life of the country. (b) This 
assistance will have not direct effect 
in meeting the country's food needs. 
(c) The technical assistance aspect 
of this loan should improve the number 
of trained people working with 
financial institutions. (d) Although

planning and public adinistration; this project is not directed toward 
urban development; and modernization meeting the country's health needs it 
of existing laws. 

25, 	 FAA Y 209. Is project susceptible 
of execution as part of regional 
project? If so why is project not 
no executed? 


26. 	 FAA 9 251(b)(3). Information and 
conclusion on activity's relation-
ship to, and consistency with, 
other development activities, and 
its contribution to realizable 
long-range objectives. 

should have a direct effect on 
improving the living conditions of
 
middle income families by giving them
 
an opportunity to ovin a new home.
 
((e) The loan, by establishing a 
national S&L system and with the 
technical and financial assistance of
 
the Banco Nacional, will make a major
contribution to stimulating the growth
 
of home materials and home
 
construction industries. 

25. The project is not susceptible 
of execution as part of n regional 
project. 
26. 	 This project is consistent with 
Paraguay's development plan and AID's
 
program. The project will make a 
significant contribution toward 
improxing the living conditions of 
many 	Paraguayans.
 

10
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27. FAA d "51(b)(7). Information 
aOd onlucion on whether or 
not the activity to be financed 
will contribute to the achievement 
of self-sustaining growth, 

27. This project will be a positive
contribution t-) achieving self­
sustained growth by mobilizing 
domestic savings and resources and 
by stimulating the home materials 
and construction industries. 

28. 

29. 

FAA A 281(a). Describe extent 
to which the loan will contribute 
to the objective of assuring 
maximum participationin the task 
o0' economic development on the part
of the people of the countr, through
the encouragement of democratic, 
private,and local governmen-tl 
institutions. 

FAA 0 281(b). Describe extent to 
wciih program recognizes the
particularncedc, desires, and 
capacities of the people of the 
countrj; utilies the country's 
intellectua resources to encourage 
institutionaldevelopment; and 
supports civic education and 
trainintg in skills required for 
effective participation in 
governmental and political procesees 
essential to self-government. 

28. The objective of this loan is 
to mobilize the domestic savings 
and resources of the country so that 
middle income families can obtain 
long-term loans for housing. The 
loan will assist in the creation of 
a Paraguayan institution which will 
provide long-term credit for homes. 
The S&L associations will either be 
stock-owned or mutual associations. 
In this way, private initiative will 
be encouraged. 

29. This loan is a response to the 

recognition of the particular needs, 
desires and capacities of middle 
income families in Paraguay. This 
loan will assist in the mobili­
zation of domestic savings and 
resources that are necessary to 
establish a permanent home financing 
institution. The result of this 
project will be the construction of 
more homes for middle income 
families. 

11
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30. 	 FAA f 601 (a). Information 30. The purpose of this loan is to establish,
and conclusions whether a national S&L system. 
The loan will alo
toa,2 	 Wi1Z c'iourage efforts foster private initiative in the mobilizationof the country to: (a) of savings and in the construction industry.increase the flow of 
 The lomi should also foster efficiencry in theinternationaltrade; (b) home 	 construction industry and help thatfoster private initiative industry develop a greater technical capacity.
and competition; (c)
 
encourage development and
 
use of cooperatives, credit
 
unions, and savings and
 
loan associations; (d)
 
discourage monopolistic
 
practices; (e) improve
 
technical ejficiency of
 
industry, agriculture, and
 
commerce; and (f) etrengthen
 
free labor unions.
 

31. 	 FAA f 619. If assistance is 31. Not applica-le.
'ornewly indiependent country;
 

is it furnished through
 
multilateral organizations or
 
plans to the maximn extent
 
appropriate?
 

32. 	 FAA qi251(h. Information and 32. The loan is consistent with the findingconclusion on w/ether the and recommendation of CIAP in its 1970 
activity is-consistent with the review.
 
findings and recommendations of
 
the Inter-American Committee for
 
the Alliance for Progress in its
 
annual review of national devel­
opment activities.
 

33. 	 FAA q 251(q). Infomnation and 33. The loan is not directly related to theconclusion on use of loan to develonment of cooperatives, however, it iscsist in promoting the coop- believed that it 	 anshould provide indirecterative movement in Latin neriqzimulus to formation of cooperatives. 

12
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AID 1240-2 

34. 	 FAA 9 209; § 251(b)(8). 34. No direct relevance, howe"Ver, the 
Information and conclusion loan will promote regional cooperation 
whether assistance will since the S&L officials both in the 
encourage rcgionat development private and public sectors will have 
programs, and contribute to the contacta with their counterpart officials 
economic and political from other Latin American countries. 
integration of Latin America. 

Loan's Effect on U.S. and A.I.D 
Program 

35. 	 FAA 9 251(b)(4); 0 102. 35. Although the bulk of the loan will 
Infonarction and conclusion on be used for local costs, the loan itself 
possible effects of loan on should not have adverse effect on the 
U.S. econony, with special U.S. economy.
 
reference to areas of sub­
stantial labor surplZus, and
 
extent to which U.S. commodities
 
and assistance are furnished in
 
a manner consistent with improv­
ing the U.S. balance of payments
 
position.
 

36. 	 FAA P,601(b). Information and 36. U.S. private trade and investment
 
conclusionon how the loan will" abroad will be indirectly encouraged
 

encouragc U.S. private trade through the increased capacity of the
 

andl invrstment abroad and how home construction industry and through 
it will encourage private U.S. related programs such as the AID 
participationin foreign Housing Guaranty Investment Program. 
assistance programs (including
 
use of private trade channels
 
and the services of U.S. private
 
enterprise).
 

13
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37. 	 FAA R 001(d). If a capital 37. Although untying policies open procure­
project, are engineering 79nt 	of these servicos to other countries,

and professional services of is anticipated that the GOP will show no 
U.S. 	 firms and their affil- ciscrimination against U.S. firms and their 
iates used vo the maximum' affiliates.
 
extent consistent with the
 
national interest2
 

38. 	 FAA 0 602. Infbrmation and 38. The bulk of the loan will be for local 
conclusion whether U.S. smaZl costs, however, AID regulaticns regarding
business will participate U.S. small busliness will be complied with 
equitably in the funnishing of when applicable. 
goods and services finance by
 
the loan.
 

39. 	 FAA 9 620(h). Will the loan 39. Not applicable. 
promote or assist the foreign
 
aid projects or activities of
 
the Communist-Bloc countries?
 

40. 	 FAA P 621. If technical 40. All technical assistance will be,slstance is financed by the contracted frm private individuals and firms. 
loan, information and conclusion 
whether such assistancewill be
 
furnished to the fullest extent
 
practicable as goods and profes­
sional mid other services from
 
private enterprise on a contract 
bais. If the facilities of other
 
Federal agencies will be utilized,
 
information and conclusion on 
whether they are particularly 
suitable, are not competitive with 
private enterprise, and can be made 
available without undue interference
 
with domestic programs.
 

14
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4i. 	 FAA fl 252(a). Total cmount of money 41. Except for the technical assistance 
undor loan which is going directly aspects of the loan, the loan will be 
to private enterprise, is going to disbursed through an intermediate credit 
intermediate credit institutions institution for use by either stock­
or other borrowers for use by pri- owned or mutual S&L associations. 
vate enterprise, is being used to 
finance imports from private sources. 
or is otherwise being used to 
finance procurements from private 
sources. 

Loan's Compliance wih Specic
 
Requirements
 

42. 	 FAA B 201(d). Is interest rate 42. Yes.
 
of loan at least 2% per annum
 
during grace period and at least
 
3% per annum thereafter?
 

43. 	 FAA 9 608(a). Injormation on 43. Not applicable.
 
measures to be taken to utilize
 
U.S. Government excess personat
 
property in lieu of the procure­
msnt of new items.
 

44., 	FAA 9 604(a). will 44. Commodities, if they -are
 
aWtcormodity procurement financed necessary, purchased with loon funds,
 
under the loan be from U.S. except will have their t'urce and origkn in
 
as otherwise determined by the the U.S. or other countries an.
 
President? determined by the President.
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h5. FAA 9 604(b). What provision is 45. No bulk commodity purohses are 
made to prevent financing commodity planned.
procurement in bulk at prices higher

than adjusted U.S. market price?
 

46. 	FAA § 604(d). If the host country 46. This provision will be included 
discriminates against U.S. marine in the loan agreement.

insurance companies, will loan agreO.
 
ment require that marine insurance
 
be placed in the U.S. on colomditi o
 
financed by the loan?
 

47. 	 FAA q 601(e). If off-shore procure- 47. Not applicable to this loan. 
ment of agriculturalconodity or 
product is to be financed, is there 
provision against such procurement
whcn the domestic price of such 
commodity is less than parity? 

4& 	 FAA 9 C11(b); Apo. R101. If loan 48. Not applicable to this loan. 
finances water or water-related land 
resource conwtruction project or 
pro.rcsm, is there a benefit-cost 
computation made, insofar as practicable,
 
in accordance with the procedures set
 
forth in the Memorandum of the President
 
dated May 15, 1962?
 

49. 	FAA 9 611(c). If contracts for 49. 	 Not applicable,

construction are to be financed,
 
what provision will be made that
 
they be let on a competitive

basis to maximum extent practicable? 

16
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50. FAA 8 6 20(g). What provision ie 50. Not app icable,t7V re againat use of subjeotassistance to compensate owners
for expropriatedor nationalized
 
property?
 

51~. FAA 612(b) 636(h). Describe 51.step8 taken to assure that, The GOP will contribute local
maximwn to the currencies required for theextent possible, the country
is contributing local currencies to 

project to the maximum extent 
meet Possible. There are no U.S. ownedthe cost of contractual and foreign currencies available forother services,
owned by 

and foreign currenaies this project.
the U.S. are utilized to
meet the cost of contractual and other
 
services.
 

52. A~p. 04. Will any loan funds 52. No such payment will be madebe used§to pay pensions, etc., for under this loan.military personnel? 

17
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53. 	 App. P 0.o If loan is for 53. All contractors and the terms of their 
capital project, is there contracts will be approved by USAID. 
provision for A.I.D. approvaZ 
of all contractors and contract 
terms? 

514. 	 App. 8 1.08. Will any loan 54. The loan agreement will preclude such
funds be used to pay U.N. use of loan funds.
 
asse8sments?
 

55. 	 Ap. . 1o9. Compliance with 55. The loan agreement will reflect this 
rcguTatins on empioyment of requirement. 
U.S. and local personnel for
 
funds obligated after
 
April 30, 1964 (Regulation 7).
 

56. 	 FAA 9 636(i). WilZ any loan funds 56. Loan funds will not be used to 
be ued to firance purchase, long- finance non-U.S. manufactured motor 
term lea., or exchange of motor vehicles. 
vehicle manufactured outaide the 
United States., or any guzranty of
 
such a transaction?
 

57. 	 Appj. 401. Will any loan funds '57. Loan funds will not be used for 
be used for publicity or propaganda publicity or propaganda plrposes within 
purposes within U.S. not authorized the U.S. 
by the ConTress? 

18
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58. 	 FAA q 620(k). If construction 58. Not applicable to this loan. 
of productive enterprioe, roilZ 
aggregate value of assistance 
to be furnished by U.S. exceed 
$300 	million?
 

59. 	FAA § 612(d). Does the U.S. own 59. There is no U.S. owned excess foreign 
cxces foreign currency and, if sO. currency available for this project. 
what arrangements have been made 
for its release? 

60. 	 MMA 9i901.b. Compliance with 60. This provision will be included in 
requirement that at least 50 per the loan agreement. 
centur of the gross tonnage of 
commodities (conq)uted separately 
fror dri, bulk carriers, dry cargo 
liners, and tanke',s) financed 
with 	funds made available under 
this loat shall be transported
 
on privately owned U.S. flag
 
commercial vessels to the extent
 
that such ve3els are available
 
at fair and reazonable rates.
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TRANSLATION
 

April 22, 1971
 

BC/P.No.99
 

Mr. Peter M. Cody
 
Director, USAID/Paraguay
 
Asuncion, Paraguay
 

Dear Sir:
 

The purpose of this letter is to submit a formal application to
 
the Agency for International Development for financial assistance to
 
establish a Savings and Loan system.in Paraguay.
 

The Government of Paraguay, through the Central Bank, has reached
 
the conclusion that the establishment oi a Savings and Loan system will
 
be the most expeditious way to attack the lack of houses for the middle
 
income families of Paraguay. Dr. Bernardo Benes was able to demonstrate
 
the effectiveness of the Savings and Loan movement in our continent.
 
Paraguay wishes to use this process to stimulate home construction and
 

to improve the quality of life for our middle class families.
 

The assistance requested from A.I.D. would be used for the
 
capitalization of vhe Banco Nacional de Ahorro y Pr~stamos para la
 
Vivienda. This new financial organization will be created through an
 
act of Congress. Already we have prepared a draft legislation which
 
will be submitted shortly to the Congress. 

The Banco Nacional de Ahorro y Pr~stamos para la Vi'vienda will be 
authorized to charter Savings and Loan associations. These associations
 
will be either private stock companies or mutual associations. The Banco
 

Nacional de Ahorro y Pr6stamos para la Vivienda will be an autonomous
 
institution. Its activities will. be supervised by the Superintendencia
 
de Bancos of the Central Bank of Paraguay.
 

Since the Banco Nacional de Ahorro y Prdstamos para la Vivienda
 

will be a new institution, the Government of Paraguay will contribute
 
to its capitalization an amount equivalent to $500,000. The Government
 
of Paraguay hereby requests from AID a loan on concessional rates in
 

the amount of $2,100,000 for this project. A hundred thousand dollars
 
will be used for technical assistance and training. The remaining
 
$2,000,000 will be for the capitalization of the Banco Nacional de Ahorro
 
y Pr~stamos para la Vivienda.
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I have discussed this matter with the President of the Republic and 
he has overwarmingly given his support to the project. The Government
 
of Paraguay is most anxious to establish a financial system which cat
 
produce housing for our middle income families. This project, therefore,
 
has the strongest possible endorsement from this Government.
 

In summary, the Government of Paraguay has given high priority to
 
increasing the number of privately owned homes. Although the project
 
we are undertaking is ambitious in terms of resources required, it is 
rather modest when we consider the desires of the Paraguayan families
 
to own their own homes, We hope that with the financial assistance from 
your organization we will ne able to establish a Savings and Loan system 
which will contribute substantially to the economic and social development
 
of our country.
 

Sincerely yours,
 

(signed) CESAR ROMEO ACOSTA 
President, Central Bank
 
of Paraguay 
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LOAN AUTHORIZATION (DRAFT) 

Provided From: Alliance fo- Progress Funds 
PARAGUAY: Savings and Loan Project 

Pursuant to the authority veste. in the Deputy U.S. Coordinator,Alliance for Pirogress, by the Foreign Assistance Act of 1961, as
amended, and the delegations of authority issued thereunder, I hereby
authorize the establishment of two loans 
("Loan" or "Loans"), pursuant
to Part I, Chapter 2, Title VI, Alliance for Progress, to the Government
of Paraguay ("Borrower") to be implemented by the Banco Nacional de
Ahorro y Prestamos para la Vivienda ("Banco Nacional") of not to
exceed two million one hundred thousand United States dollars ($2,100,000)
to assist in financing the United States dollar and local currency
costs of a national savings and loan system ("Project") as 
follows:
 

Loan No.1.
 

A Loan of not to exceed one hundred thousand United States dollars
($100,000) to assist in financing the United States dollar and local
currency costs of technical assistance to the Banco Nacional and the
savings and loan association necessary to carry out the purposes of
 
the Loans.
 

Loan No. 2.
 

A Loan of not to exceed two million United States dollars ($2,000,000)
to assist in financing the local currency costs of establishing and
operating a national savings and loan system.
 

1. Interest and Terms of Repayment
 

Borrower shall repay the Loans to A.I.D. in United States dollars
within forty (40) years from the date of the first disbursement under
the Loan, including a grace period not to exceed ten (10) years.
Borrower shall pay to A.I.D. in United States dollars on the disbursedbalance of the Loan interest at the rate of two percent (2%) per annum
during the grace period and three percent (3%) per annum thereafter.
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2. Conditions Applicable to Loan No. 1. The Borrower and/or
 
Banco Nacional shall contract or otherwise provide for such technical
 
assist'-nce as may be necessazy to carry out the Project in a form
 
and mxnnner satisfactory to A.I.D.
 

3. Terms and Conditions Applicable to Loan No. 2. 

(a) Prior to execution of the Loan the Borrower shall
 
submit in form and substance satisfactory to A.I.D.:
 

(i) evidence of the establishment of the
 
Banco Nacional in a form and substance and with
 
powers and authority satisfactory to A.I.D.;
 

(ii) evidence of the enactment of legislation 
and/or the taking of such action by the Executive 
Branch adequate to facilitate the effective carrying 
out of the Project and the purposes of the Loans. 

(b) Prior to any lisbursement or the issuance of any 
Letter of Commitment under the Loan the Banco Racional shall 
submit in form and substance satisfactory to A.I.D.: 

(i) an operating plan setting forth the criteria,
 
policies and procedurcs, satisfactory to A.I.D. govern­
ing the conduct of the Banco Nacional and the Savings
 
and Loan Association operations;
 

(ii) evidence that the Banco ITacional's governing
 
body has been appointed, and has hired management and
 
made staffing arrangerents satisfactory to A.I.D.;
 

(iii) evidence that Borrower has contributed at
 
least the equivalent in local currency of $250,000 
to the capitalization of Banco Nacional;
 

(iv) evidence that Borrower has advanced as a 
contribution to the Banco Nacional an amount neces­
sary to cover initial operating expenses for the first 
12 months of operation. 

(c) Unless A.I.D. otherwise agrees in writing as a
 
condition precedent to any disbursement in excess of
 

$1,000,000 or w:ithin 18 months of execution of the Loan
 
Agreement, whichever occurs sooner, Borrower of the Banco
 
Nacional shall establish and utilize to an extent satis­
factory to A.I.D. a financial mechanism in form and
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and substance al.so satisfactory to A.I.D., for the
 
purpose of raising funds for the Banco Nacional's
 
operations and.to assure a continued source of funds.
 

(d) Borrower shall contribute tc Banco's capital
 
within one year of execution of the Loan Agreement an
 
additional amount equivalent in local currency to at
 
least $250,000.
 

(e) Disbursements of Loan funds shall be made on a.
 
pari passu basis with Borrower's contributions of capital
 
to Banco. 

(f) Unless A.I.D. otherwise agrees in writing, the
 
proceeds of the Loan shall not be utilized for purposes
 
other than home financing.
 

(C) Unless A.I.D. otherwise agrees in writing and 
except as justified by increased costs, no home shall 
be financed with proceeds from the Loan wlose selling 
price exceeds the equivalent in local currency of $10,000.
 

(h) Unless A.i.D. shall otherwrise agree in writing, 
the Banco iacional shall not make aiy proceeds of the Loan 
available to Savings and Loan Associa'ions in excess of 
three times the amount of the savings and capital of such 
Association, nor shall thc Banco Iacional make proceeds of 
the Loan availO,1-le to any Association having less than 
the local currency equivalent of $150,000 of paid-in 
capital. 

(i) Unless A.I.D. otherwise agrees in writing, Banco 
Nacional and A.I.D. shall hold joint reviews and evalua­
tions of the progress of the Project on an annual basis. 

4. Other Terms and Conditions A nlli.cable to Both Loans. 

(a) Except for marine insurance and ocean shipping, goods 
and services financed under the Loan shall have their source 
and origin in Paraguay and countries included in A.I.D. 
Geographic Code 941. Marine insurance financed under the 
Loan shall have its source and origin in Paraguay or any 
countr> included.in A.I.D. Geographic Code 941, provided, however, 

http:included.in
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that such insurance ray be financed under the Loan
 
only if it is obtained on a comptitive basis and
 
any claims thereunder are payable in convertible
 
currencics. Ocean shipping financed under the Loan
 
shall be procured in any country included in A.I.D.
 
Geographic Code 941. 

(b) United States dollars utilized under the Loan to 
finance local currency costs shall be made available pur­
suant to procedures satisfactory to A.I.D.
 

5. This Loan will be subject to such other terms and conditions
 
as A.I.D. may deem advisable.
 

Deputy U.S. Coordinator
 

Date
 




