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REPORT ON EXAMINATION
OF
NATIONAL HOUSING BANK (BNH)
PROJECT AGREEMENT No. 512-11-830-264.1

SECTION I - SCOPE OF EXAMINATION

The Brazil Residency of the Area Auditor General, Latin America
(South), has performed a reviow of the National Housing Bank project.
The incomplote condition of the !lission's files, the lack of active
monitoring, and the fact that the project is soon to phase out limitec
the scope of our oxanination, As such, the roviow focusod on pioblems
related to AID dollar cxpenditures for U.S. consulting sorvices, This
was tho first oxanmination of the projoct znd covorod the poriod from
its inception on March 20, 1965 through June 30, 1971. Our auvdit was
performed during tho period from Juno 2, 1971, to August 20, 1971,

Thio roport woe reviowed with cppropriate Mioocion officicls in

draft formn, and their comments woro givon duu consideration,



SECTION IT - BACKGROUID JNFORMATION

On August 21, 1904, the Brazilion Congress omacted the National
Housing Act, under which o ncotional housing plen and the ilational House-
ing Bank (BUH) wore established. The BNH, though organizationally lo=-
cated within tho structure of the Minjotry of Planning, is an autononous
unit, It operatos throughout Brozil, using cs cgonts sovings and loan
banks, government ond priveto banks, and othor public and priveto agen-
cies constituting tho housing syeton. Operations as such are rostricted
to guidanco, goneral supervicion and financial assistonce., For tho post
part, BNH's funding encnates fron tho "Longth-of-Service Guorantce Fund
(FGTS)". BNH in turn chennols these fundo into the housing morket by
buying the nortgoges fron itc finencial agonts.

In Jonuery 1965 fivo U,S. housing cpecialists porforued o one nonth
study in Brazil covoring tho financianl aopceto of housing, tho structure
of vublic and privatc agoncien and, tho orgonizetion of housing cooporce
tivon., As & result of this otudy, tho lliooion, on Merch 30, 1965, one
torod into tho first of sovoral agrovnento vith tho BUH to provido it
with fincneicl end tochnical encictanco. About 15 nontho lator, in June
1966, tho Minoion orgonizod tho Housing and Urban Dovclopnent Offico
(HUDO) to monitor this and other rulctud projocts, co woll o8 to provido
dircet hiro A.I,D. ceoistanco to the Brazilian howning soctor, HUDO wao
phasod out in Juno 1969,



SECTION III - SUMMARY OF DXAMINATION

that ovidonce we could find sugzests thot only linited results woro
realized fron this project. This cppears in part tho rosult of HUDO's ino-
bility to ostoblish on effective progran. For oxanple, during the linitod
existonce of this project, $395,000 wero odbligated for contract servicos,
0f this, $92,000 wore not used and hence deoblirmted. Likowise, approxisne
toly 25 por cent of the funds obligatod for participant sorvices wore deoe
bliganted (an unusuclly high doobligation ceccording to the Mission'!s Troin-
ing Office), Had tho progron been ootablishod offoctively, it io unlikely,
ot least basod on our oxporicncu, that theoo coounts would havo boon doo-
bligatod.

Tho nojor cecouplishnient under thic project, insofar as wo could dotor-
nine, was in the arve of savings and loon institutions., At the inception
of thio project no ouch institutions oxistcd in Brezil. Ao of April 1971
thoro woro 80 in oporation, Theso rosults cppear attributoble in largo noce
ouro to tho Miusion's offorts to cotablich n notionwide savings and loan
gsyoton nocdelled aftor thot in tho U.S.

About tho tine HUDO weo vhcsod out, in Juno 1969, tha licsion obli-
gatod 880,000 to finance U,S. short tur: contract cdvisors on o broad rango
of activitioo for tho BNH. Such porvicos woro to be renderud co tho nood
oxoov. At tho tine tho cgrucavnt wes nigned, on Juno 30, 1969, HUDO no
longur oxioted, and nordtoring ruspsinibility was ceolrmod to ~ fornoxr HUDO
officor in the Miocion/n Hoclth, Putrition, ond Toold for Dovolopuont Offico
(HNFD), Howuvor, bocause of hir othur cution, 1ittle or no tinw wao avail-

ablo for thin project. In Jucuubur 1970 rondtoring ronponoibility wan troange
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forred to the Miseion's Public Adrdnistration Office (PAD), Again, becouno
of siniler probleos, thore wes 1little or no nonitoring,

Our reviow ond discussions at BIH rovonlod that the bank hod thas for
expondod §58,443., No 4.I.D, reinbursonent hod beon clodned for theac costo
under tho projact, The recson, according to o DNH director, wos due to
1ittlo contoct with tho Mission; hence, tho bonk had no iden how to proceed,
Wo thorefore suggest thet the Mission dotoruine whether the costs should bo
roimburged in full or in port am por the agrecnent and, accordingly, instruct
the B how to clcin cuch reinburserent. Tho unoxponded boleonce should then

bo roviowod to dotoruine whothor it should be deoblizatod,

RCCOMMEIDATION Mo, 1
That tho USAID/B (1) ruview, doteruine, and roin-

burso, if oligiblo, thosoe conts incurrod by BiH
under tho projoct; and (2) considor duodblipmtion

of the unorxgpondod balenco,

Wo notod that 15,600 weo obligatod in Morch 1967 for o U.S. construc-
tion opooiclist, Thin advicor wan to bu contractod under cn A.I.D. contract
(ffo. AID/00d-22) with tho Foundation for Cooporntive Houcins (FCi). Rofor-
onco to Exhibit A will indicoto theat no cootn have beun postod to date; oand,
bocauso of incomplote !Minoion filos ond DiM Actz, it ic inpowsnidlo to dotor-
pinc locally whothor the advinor won or wos not ongeoud, In March 1971 tho
Miooion cakod AID/U for the ototun of oxpunciturvo. o informntion lics yot
boon rucoivod. Honcu, wo nugruat that AIDA! PROC/CSD ruview tho wattor and
advioo tho Mipnion if any coute vury incurrud undur tho contract and whothor

tho unuxpondod boloncs, if any, oan bo coodligatod,
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RECOIMEIDATION Mo, 2

That AIDA! PROC/CSD cocortain tho costs which woro
inocurrod undor contract 4ID/csC=22 ond adviso the

Mission of the cpmount, if cny, to be deoblipated,



Controct P,
PASA-12~-43-65

AID/1-~241, 2 & 3

ATD/cs2-22
ATD/csd-22

AID/1-~344

ATD/csa-22

LID/c=2-1493
AID/12-576

Total Contrccti/PASA
Poxticipants
Othcr Dirxect ATD

GRAID-0TLLS

HATIONAL BOUSILG DAXK

- 512-11-830-264.1

EXHIBIT 4

Deobli-
PI0/T Datc Oblirction  gation Expensc
50203  12/17/54 4,000 —o- 4,000
50204 12/28/64 14,000 (3,200) 10,800 —0—
0307 5/25/65 60,000 —o— 60.000 -0~
50335 7/14/65 80,000 —0- 80,000 —0-
50326  7/20/65 50.000 (17,000) 33,000 —o~
50337 €/29/65 50,000 (50,000) - —o-
70213 10/12/66 19,000 (29,000) ~-0- -0~
70295 5/2/67 15,600 -0~ —o- 15,600
70429  5/26/67 3,000 (7c0) 2,300 -0
80303  3/13/6C 23,300 (2,500) 20,800 -o-
ProAs 6/30/69 80,2000 - - 80,000
cessescsscasse 398,900 (92,400) 210,90C 95,600
cecssssscsccsccssceses 112,000 (29,000) 70,000 13,000
esGevcssOOSISIOOSRNOE 342y000 — 342’000 -
ceseccsscssscas 852,900 (121,400) 622,900 108,600

S’ N

Corient
Five non tean study.
U.5. FPoundation for Cooperative
Tousin: 4Lclvisors
U.S. S&L Advisor

U.5. Finoneizl Speciclist -
Position not fille

Posit_on not filled

U.S. Foundation for Cooperciive
Ilousinz Advisors

S&L Advisor

S&L Advisor
Various U.S. Advisors contrzceted.



DISTRISTTION OF
REPORT OI ILTAITWATIOLN
No., 2=512-72-23

Mr, Williem 4. Ellis, Direotor, United States Asency for
International Nevelopnent :ipsion to Brozil

State Nepertment - Inapector General of Foreipn
Assistence (IG.)

State Deportment - Ifr, Rubert W. Deen, Country Dirveotor
Offico of Jrezil Affcirs (mm-m/:RS

AIDA! - Executive Director (ARA-T../GT/TIK)
AINA! - Office of fucit (AG/AUD)
AT AT ~ Contract Soxvices Division (PROC/CSD)

USAIN/Pancnn - Insvoctor in Carxne, Innnectione end
Inventisctions Staff /Penaua (IIS)

Office of the Aroa Autitor Gonexrl, Lotin Amordce (fouth)
LAG/1A(")

EXUIDIT B

COPY No.

l-~10

11

12

13 ~ 14

15 - 19

20

21

22 - 26

NOTEs All cudit vor': prporn rre attrolad to Topy .'o. 22 viich i on
filo in the 2ffico of the Arer fuditor Gemernl, ,A.G/LA(%).



