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tXECUTIVE SUMMARY

IASLU- Study of Social Housing Funds in
Brazil, £1 Salvador, Mexico, Panama and Peru

INTRUDUCTION

This study of Social hHousing Funds (SHFs) operating in 5 selected Latin
American countries was prompted by an AlU and IASLLU desire to better understand
the historically acute cyrlical fluctuations in the shelter sector and the use of
financial resources as a means of minimizing that phenomenon. For this purpose,
information has been gathered on ShFs in the five subject countries and is pre-
sented herein in a descriptive manner, with any comparison, 2valuation or recommen-
dations to be presented in a second phase of the study.

The study was carried out by Ur. Guillermo Le-Fort Campos, Research-Director
of the lASLU anu hamon Undurraga Montes, a consultant to that institution. During
visits to brazil, k1 Salvador, Mexico, Panama and Peru, data was collected on all
aspects of ShFs including:

- legal and regulatory framework

- administrative and operational organization

- source and nature of funds

- recovery of investment

- beneficiaries

- asset/liability composition

- connections with shelter sector, and

macro-economic impact.

Having recently compilea all this data, proceeding with the second phase of
the study involving analysis and recommendations would be convenient, and would
convert the study into a useful tool for those formulating and executing finance
and housing policies in various countries.

BKAZIL1AN YEARS UF SERVICE GUAKANTY FUNU

1. Institutional Structure and Ubjectives

In the 14930s, Brazilian workers achieved recognition of their right to stable
employment, and with it the creation of pension and retirement institutions.
Though these social advances relieved some problems, %the right of job stability
transformed itself into a source of injustice and social tension, while failing to
produce any real improvement in 1iving conditions.

The concept of a job security fund, to which employers contributed directly,
evolvea over time as a means of achieving more equitable and efficient social
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relations between employers and employees. In September 1966, such a fund, the
Years of Service Guaranty Fund (FGTS or Fund) wes established under the administra-
tion of the wational housing bank (bNh). Workers were given the choice of parti-
cipating in either the old pension and retirement programs or the new one. With
the FuT>, employees were assured payment of an indemnification corresponding to
the number ot years worked no matter what the cause of termination. Rather than a
Tump sum payment, workers receive monthly remittances from an FGTS account which
has built up in their name and is considerea their property.

In recent years, Brazil's high inflation rate and system of nonetary correc-
tion have posed problems for the FGTS since the UPC (the pricing unit for the mone-
tary correction system) failed to maintain the real value of workers' accounts,
and courts ot law ruled that businesses had to cover the deficiencies.

The FGIS proposes to look ~fter the well being of workers and employers
particularly in their old age turough its indemnification program based on the
amount of time employed. Iln aadition, the FGTS promntes housing construction,
especially for low cost households, together with facilitating the acquisition of
housing by workers as well as the establishment of commercial, industrial or agri-
cultural enterprises.

The FGLTS ofters the worker a tund, at no personal cost, providing income for
the retirement period, even if the person changed jobs or employer. The worker's
account provides for periods of protessional transition, unemployment as well as
tinancing ot home ownership.

¢. Source and Nature of Funds

The FuTS receives no governmentai allocations nor any payments from the
workers, lt's funaing consists solely of a compulsory monthly payment by
amployers equivalent to & percent of the worker's earnings. the payment is
directly deposited in da bank mutually agreed to by worker and employer in the
first <0 aays of the month following the subject month of employment. Late payers
are fined and required to pay the respective monetary correction factor.

Indgividual banks transfer the funds to the %Nh within a specified period. In
certain regions of the country the BN« appoints one bank to collect FGIS contribu-
tions from inaividual depository institutions, and subsequently pass those funds
on to it within 7 days of receipt.

Under the FGTS, the & percent monthly contribution is paid into a savings
account opened in the employee's name. Workers participating in the old pension
system have their funds deposited in the employer's name, with all interest income
and monetary correction benefits belonging to the employer, until such time as the
worker makes a rightful claim to the account. The FGTS presently has 43 million
active accounts.

A1l businesses or employers, public and private must make the 8 percent
monthly contribution throughout a worker's term of employment including periods of
military service, sick leave, maternity Teave and job related injury. The 8 per-
cent remittance is calculated according to the base salary plus cny additional
compensation such as commissions and bonuses, but excluding itams such as travel
or equipment allowances.

FuTs funds depositea on behalf of an employee receive trimestral adjustments
of the balance to correct for inflation. To accomplish this, balances are stated
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both in Cruzeiros (Brazilian currency) as well as UPCs, the pricing unit for the
monetary correction system. A theoretical currency, the UPC changes periodically
accorcing to adjustments in the real purchasing power of the Cruzeiro. As of July
1982, the FWTS has mobilized approximately USS$11 billion.

tach adjustment of an account's Cruzeiro balance is made by an interest remit-
tance currently at a rate of 3 percent p.a., with this yield progressively in-
creasing to b6 percent according to an employee's length of service. Tne interest
payments as well as monetary correction adjustments are made by the FGIS itself,
with the federal government guarantying individual accounts.

An FuTS account holder can withdraw all or part of the funds, provided it be
for reasons legally permitted such as termination of an employment contract,
retirement or death. Uutside of circumstances such as unemployment, retirement or
aeath, Ful> accountholders may make full or partial withdrawals for the purpose
of:

- establishing a commercial, industrial or agricultural enterprise;

- home acquisition (workers with b years' service only);

- emcrgency needs of the worker and his family; and

- wedding expenses for female workers.

3. Management and Administration

The FGTS has no individual legal status, but rather is attached to the BNH
which supervises it, and accounts for FuTS operations independent of its other
functions. For this role the BNk receives a monthly commission of between 0.1 and
U.2 percent of the FuTs's total value as of the first day of each month.

The FGTS Administrative Council is made up of the BNH President, representa-
tives of several ministries as well as one representative each elected by the
"economic dana professcional sectors.” The Council formulates general policy,
approves budgets and sets the Ful>'s investment strategy.

The bin handles the details of preparing the FGTS budget and investment alter-
netives, the tocus of which is shelter development. The FGIS covers its own
operating costs from the return on investment of its resources.

4. Eggyations

A1l FGTS funds should te protected by the monetary correction system; all
investments must produce a yield superior to the real cost of deposits received;
and all investments must be secured by mortgages. Budgets prepared trimestrally,
semi-annually and annually must give pricrity to housing programs. For this
purpose the bNH is authorizea to borrow funds from the FGLTS at interest rates and
maturities determined by the Administrative council and the BMH itself. These
investments by the BNH are protected by th. monetary correction system as well.
txcess liquiaity of the FGTS may be investea in various financial instruments such
as Treasury obligations, provided such investments offer monetary correction and
sufficient yieldas.

Ilnvestment of FGTS funds can be done either by the BNH itself, or through any
number of financial agents inciuding institutions such as specified commercial and
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development banks and savings and loans (S&Ls). To act in the capacity of finan-
cial agent, subsequent to Central Bank approval, institutions sign an agreement
with the BNH entitling them to a maximum 1 percent fee on any sum passed through
them for reinvestment.

FuT> investments yield anywhere from 1 to 10 percent according to the repay-
ment capacity ot the borrower. Loans are grantea for ZU years with possible
Llu-year extensions. More than 2 million families have benefited from the FGIS in
the following ways:

a. production of ‘ow cost housing;

b. inszallation of infrastructure facilities in connection with housing
projects;

c. urban improvement programs including transportation, sanitation and
community facilities;

d. research, training and technical assistance 1in support of the
National Housing Plan;

€. adaitional financing designed to guaranty the financial equilibrium
of the biH and institutions under its management.

The b percent employer contributions as well as interest income on FGTS
accounts all enjoy tax exemption.

Tne FuT> hanales about 4U percent of all housing finance in Brazil. Thirty-
two percent of the brazilian population is affiliated with the Fund. FGTS
rescurces satisfy ¢4 percent of the country's housing needs arising from popula-
tion growth.

EL SALVAUOK - SUCIAL hHUUSING FUND

Prior to establishing E1 Salvador's Social housing Fund (FSV or Fund), hous-
ing finance in that country was handled by various institutions corresponding to
different income levels, but largely neglecting the urban and rural private sector
working class. lhe government studied the experience of other countries with a
simiiar problem, especially Mexico, and in 1973 created the FSV as a public credit
corporation operating as an autonomous agency within the Ministry of Public Works.

FSV's principal source of funds is direct payments by employers as well as
workers, collected by the Salvadoran Social Security Institute, which receives a
fee of 1 percent of the total sums remitted. FSV has also borrowed from such
sources as the Venezuelan investment Fund (US$ 19.3 million) and the Central
American tconomic lntegration bank (US$L3 million), and sold portions of its
mortgage portfolio to Salvadoran 5S&s to generate further resources.

The basic objective of the Funa is to serve the housing needs of the workers
py maintaining a permanent ftlow of resources for this purpose, and thus avoid
aaverse cycles further limiting their access to "comfortable, sanitary and safe
shelter." An initial non-reimbursable cash contribution by the state was made to
establish a capital base tor the Fund.



1. Management and Administration

The FGTS has 5 principal administrative groups.

i. Assembly of Governors (AG): This i3 the chief authority of the
institution comprised of 5 different ministers, 2 elected representatives of
business and 2 elected representatives of the workers. The Assembly meets twice
a year to formulate policy and operating goals in general terms.

ii. Board of Directors (B.D.): Administrative responsibilities are
attributed to this group presided over by an Executive Director appointed by the
President of the Republic. The Director meets weekly with the B.D.'s four other
members named by the AG in order to grant loans, manage personnel and authorize
research related to carrying out the Fund's objectives.

iii. Executive Director and General Maniger: The Executive Director is
the FSV's lecal representative in addition to his responsibility for supervision
and cocrdinaticn of all activities. Reporting directly to the Director is a
General Manager. The Executive Director's specific duties include:

- call and preside over Board meetings and orient the debate

- supervise general operations of the Fund and communicate Board
Resolutions to the Management

- authorize the FSV's financial and commercial operations.

The General Manager's responsibilities include:

- financial management, including production of financial statements and
reports

- make recommendations to the Executive Director concerning personnel
management .

iv. Supervisory Council: This four member body supervises the proper
application of the Taw to the Fund's operations.

Approval of the FSV's budget at the federal level is handled by the
National Accounting Office.

2. Sources and Natwure of Funds

The Fund's recources consist basicaily of the initial US$10 million capital
contribution from the State plus subsequent remittances by employers and
workers. Additionally, the FSV receives occasional allocations from the federal
budget and has incurred dent, especially vis-a-vis certain external institutions
referred to earlier.

Employers pay 5 percent of their laborers monthly earnings to the Fund which
is supplemented by a 0.5 percent monthly contribution from employees. Together
these are credited to an account in the worker's name, earning interect at 0.5
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percent paia at the time of a claim on the deposits. Both the monthly remittances
and interest earnings are deductible and exempt from income taxes for both
employer and worker.

lhe law exempts tederal ana nunicipal government entities and their employees
trom payment to the Fund, as well as agricultural and part-time or temporary
laborers.  Statistics on the number of aftiliated workers reflect a drop in the
number of employees of large firms, only partially offset by the establishment of
new businesses during the last several years.

3. beneficiaries

The beneficiaries of the total 5.5 percent payments are the workers for whom
the Funa maintains individual accounts, keeping track of the accumulated balance
plus interest. The ult.mate use of the funds is the social security of the
workers, but in the interim the funds serve to meet housing needs of those affi-
Tiatea.

tmployers remit the full 5.5 percent payment having retained the employee's
U.5 percent portion from his salary to the Social Security Institute (SSI) within
15 cays of the end of the month to which the remittance applies. Late remittance
by employers 1s punished by a fine of 1 percent per month. Businesses may not
deduct any portionof their 5 percent contribution for which they are responsible
troim worker pay, and are subject to tines for so doing.

The 5.5 percent requirement is, in principle, applied to all methods of com-
pensation whether tull, part-time or occasional labor. Travel expenses, Christmas

gitts or wunusual allowances, as well as monthly income below US$34 or above Us$280
are exempt,

veneticiaries inay withdraw tunds in cases of permanent disability, old age,
retirement or death. 1In cases where the worker is indebted to the Fund (e.g. for
housing tinance) the dedbt must be retired prior to liquidating the worker's
account. Worker ceaths account for the largest number of account withdrawals,
having 1ncreased trom pay outs of uLSSlz,471 in 1474, to USSESZ,000 in 1981,

tl Salvaaor's economic difficulties have caused a net decrease in the number
0% contributors to the Funa. In order to offset this drop and maintain its level
of housing production in 1961, the FSV in 1951 took out a total of US$13 million
in loans from the Central American tconomic Integration Bank and a US$19.3 million
loan trom the Venezuelan Investment Funa, of which USS4.8 million had been dis-
burse1 in 1Y8¢.

At year end 1987 total FSV resources of US$196.9 million consisted of the
foilowing:

Source Amount % of Total
cmployer Contributions 144.3 million 73.3
Worker Lontripbutions lg.5 v /.3

Lovernment capital Contributions .0 v 5.0



Reserves 16,0 million 5.0
Uperating kevenues 3.5 ! 2.0
txternal Financing 14.6 ! 7.4

TOTAL {EETE TEETE

Cash generated through mortgage sales to S&LS and other institutions, figures
in the FSV's reserves and operating funds.

4. Uperating Scope

The FSV is adequately structured to accomplish its stated objectives. It is
capanle of financing and constructing housing either directly or by granting loans
to workers and businesses, ana additionally finances cooperatives and other opera-
tions such as building materials companies. The Fund's operations have produced a
permanent surplus resulting in an increase in operating capital. This surplus
rv e trom a level cof LSHL.4 million in LY/7 to uSS3.4/9 million in 19bez.

The principal operational function of the FSV is to provide adequate housing
tor contributing workers. uUnly workers affiliated with the Funa can benefit from
it. 1o achieve this ena, the Funa grants 4 categories of loans: direct home pur-
chase, purchase ot land, construction of houses, and home improvement.

The law allows the FSV to refinance credit obtained elsewhere by workers, but
this has had little application. Most financing is for home purchases (about 80
percent of activity) followed by site acquisition and construction financing.

The Fund has a close relationship with the S&L system. Typically the S&L's
finance construction of housing projects with the FSV providing the long term
mortgages to workers acquiring units in given developments. Construction compan-
ies are able to get short term financing from the S&Ls after obtaining a purchase
feasibility certificate indicating the Funa's approval of the project and the con-
tractor's role. The Fund will also grant mortgages on housing developed indepen-
dently by the »S&Ls. The extent %o which the Fund supports S&L activity is
reflected by the fact that in recent years as much as b5 percent of the units
produced by the S&Ls were financed with F5V resources.

Loans originated by the Fund must be secured by a mortgage and comply with
yuigelines set by the Assembly of Governors. The FSY can develop its own projects
for direct sale to affiliates. 1n 1961, the Fund invested US$21.9 million in hous-
ing programs plus US$6.9 million in land for future prcjects. The Fund has the
ahility to finance housing constructed by employers, for sale or lease to affil-
iated workers. Additionally, the Fund will provide financing for direct purchase
of units by workers.

The Funa is authorized to administer on a non-profit basis, resources pro-
vided for developing housing projects to replace slum areas. FSV piograms have
benefited more than z3,LUU families. The Fund will not finance units larger than
sbme, and maximum loan amounts are set according to salary levels.

b. Characteristics of the Mortgage Portfolio

Loan yields range from 4 to lU percent with 3/4ths o7 the portfolio earning 4
to & percent. Borrowers' incowes range from US$120 to US$LbU monthly, and they
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generally contribute between 20 and 28 percent of monthly income for debt service.
Loans are amortized over ¢U to ¢5 years.

The Funa has both graduated and fixed payment plans, with the fixeg payment
loans constituting a slightly higher percentage of the overall portfolio. As of
vecember 31, 1Y, the Fund was receiving about US3300,ULU monthly in payments,
anu US> million, or 3.4b percent of the portfolio was classitied as delinquent.

Wworkers who have received loans from the Fund are to have their debt payments
made by employers who deduct the armounts due from salaries. At the time of loan
application, the worker gives authorization for this procedure. It us becomes
the employer's responsibility to make the mortgage payments and a 1 percent
penalty is appliea un anounis remitted late.

6. Uther FSV lnvestments

The Funa can tinance the creation or development of building materials compan-
1es either directly or via the Salvadorian Institute for lnaustrial Uevelopment.
The Funa can engage in secondary market activities, for example by selling its own
mortgages, or placing mortgage collateralized securities to mobilize greater
liquid resources for its operations. The Fund can in turn invest its own excess
liquidity in securities. 1lhe FS! has the power to buy and sell real estate, stock-
shares, or take an ownership position in a corporation, provided these activities
are consistent with its functions. Tpe FSV can borrow from the Central Bank or
any other tinancial institution. It can discount its loans to serve as collateral
tor such borrowings.

/. macroeconnmic lmpact

Fo>v aftiliated workers constitute less than <U percent of the country's econo-
mically active population. In 19s8l, an estimated 18,ulU new housing units were
needea to ottset population growth, and the Fund contributed about 2,800 units, or
16 percent ot the total. FSV investments in tnat year amountea to u.Y percent of
uhNP while actual payments of the Funa constituted u. 6 percent of GNP,

The Funa itselt pays no taxes, and is exempt from payments of custom duties
on imports related to its activities. All real estate transactions financed by
the F>V are tax exempt, as are the FSV loans themselves, and all registration
charges are waived. All contributions to the Fund and interest earned are free
from tax, and deauctipble from taxable income.

keal property financed by the Fund may not be taxed or transferred without
the permission of the FSV. FSV mortgages are considered to be binding, ij.e.
secured, etfective the date of loan approval by the Fund. FSY loans contain an
acceldration clause triggered by such points as:
- serious physical deterioration of the mortgaged property
- delinquent payments

- unauthorized sale or transfer of interest in the property, and

- unauthorized use of loan proceeds.



APPENDIX

It has been deemed necessary to attach this Appendix in order to clarify two
operational points at the FSV. The first concerns the Fund's inspection respon-
sibilities, which involve visits to piaces of work to verify that employers and
workers are making their requisite monthly contributions. Inspectors have the
right to request employment and personnel data to facilitate their task. If
employers fail to maintain payroll and personnel records in such condition that
inspectors are able to complete their verifications, or if they fail to facili-
tate the inspections, then the Fund will make its own determinations regarding
monthly payment. compliance based on information it is able to gather. A fine of
up to US$22,000 may he imposed on employers who do not fully comply with monthly
remirtance requirements or cooperate with FSV inspectors. Fines of up to US$80
can be imposed on workers failing to provide debt and employment information to
their employers or the Fund.

The second operational point concerns the settlement of disputes concerning
compliance with FSV regulations. In the case of dispute the concerned party
presents his complaint to the Fund's Executive Director who in turn names an
arbitrator for the case. The arbitrator's decision can be appealed before a 3
person court chosen from the Fund's Board of Directors. The court's decision,
whether confirming, revoking or annulling the arbitrator's finding is final.

[. HOUSING FUNDS IN MEXICO

Over the years in Mexico the basic attitude that it is the employer's re-
sponsibility to provide workers with suitable housing or pay them a housing
allowance has evolved. In 1960 FOVISSSTE (State Workers' Housing and Social
Security Fund), a fund to meet <the housing needs of public employers, was
established. In 1963, two trusts were set up under the Bank of Mexico to
facilitate granting of housing credit through Staie and credit institutions,
respectively called FOVI (Bank Discount Fund for Housing) and FOGA (Guaranty
Fund for Low Cost Housing Credit). -

A government goal of establishing a global approach to housing for the
entire working class prompted the creation of a national housing fund within the
context of the social security system. Constitutional reforms were proposed to
allow all private employers to contribute to such a national housing fund which
would make Tloans to workers for the purchase, construction or improvement of
their homes. This was also perceived as a means of stimulating the economy by
creating jobs and boosting construction activity., INFONAVIT {Institute of the
National Housing Fund for Workers) was established with representatives of the
Federal Government, employers and workers, as the agency %o manage the new
national housing fund.

The +tollowing table reflects the respective 1importance of several of
Mexico's housing Funds.
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MUMBER OF COMPLETED HOUSING UNITS (1977-1980)

JYEAK INFUNAVL] FOVISSSTE FONHAPO FOVI FOGA
1977 20,385 9,263 9,914 11,135
1976 30,463 11,905 24,018 20,239
1979 40, 991 6,135 22,137 28,157
L9860 37,137 12,157 20,152 25,480

Mexico has had rapid urban growth with an average annual rate of 6.3 percent
in recent years. Combined resources of the housing funds total about 1 percent of
GNP, builaing activity financea by these resources has accounted for ahout 8 per-
cent of jobs in the construction industry. Twenty-nine percent of the economic-
ally active population is atfiliated with the various funds.

Ilnstitute of the wational nousing Fund for Workers
(INFONAVIT or Fund)

1. Institutional Structure and Ubjectives

tstablisheu in 19/¢ INFUNAVIT was the first national institution to undertake
the task of proviaing housing tor private sector workers. INFONAVIT (Fund) is an
autonomous State Corporation with tri-partite management consisting of the State,
workers and employers. All INFUNAVIT tinanced construction programs are exempt
from Federal district or state taxes.

Jpon presenting the bill to Congress for the creation of INFONAVIT, the
rlexican President stated that the housing shortage was of such magnitude that
"resources of the Fund, especially at first, will not be sufficient to solve it.
Along with the Funa, other financial mechanisms and State efforts would be
expanded as part of an integrated policy for housing, social security, regional
development ana urtan renewal.”

INFUNAVLT 15 governed by a General Assembly, a boara of birectors, an Adminis-
trative Committee, a vuirector General, an Assessment Commissionand a Regional
Advisory Commissions.

The ueneral Assembly's 45 members exercise the highest powers at INFONAVIT.
Fifteen members are named by the President, 15 by national labor organizations and
15 by national employers organizations. They enjoy 6 year terms and are removable
by those who naned them. VYarious labor and business organizations have powers to

select representatives among themselves according to size and prestige. The
Assembly holds semi-annual meetings to address the following matters:

- review of year end financial statements and reserve requirements
- review reports from the Administrative Committee

- review of external auditor's report
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review Uirector beneral's report on 1NMFUNAVIT activities; and
review budget and financial plan.

meetings may be called in order to review policy and operational

matters as is periodically necessary.

The board ot uirectors is responsible for direct administration of the Fund.

1t has 15 members, 5 of whom are selected by the Fresident, 5 by the workers and 5

by employers.

Board members may not be members of the Assembly. Their terms are 6

years, and they can be removed by those who elected them.

The Board's powers include:

formulate investment strategy for INFONAVIT

set general operations policy

manage kegional Adavisory Commissions

review and approve the Fund's budget and finance plans (INFONAVIT's
annual operating budget may not exceed 1.5 percent of the Fund's

resources)

review the virector eneral's recommendations tfor management
personnel; 2nd

tformulate lending policies and strategy for iranaging deposits.

The voara meets twice monthly and on special occasions.

The Admi

nistrative Committee has 9 members, appointed by the General Assembly

with 3 nember

s trom each one of the tri-partite aivisions. Committee members may

not be on the bouard of Uirectors or the General Assembly. Appointments are for 6

years, and ar

e subject to removal by the Assembly according to a request frcin the

nominatiny sector. T1pne Committee is authorized to:

verify that operational activities (use of furds) comply with the law
and regulations for the Fund;

select an outside auditor and present the audit and verification of
accounts to the General Assembly; the committee should, where appro-
priate, reappraise values attributed to the Fund's assets; and

make operational recommendations to the Assembly and Board.

lhe wuirector General is proposed by the President of the Republic and

appointed vy

the ueneral Assembly. The birectorisa iegal representative of the

Fund, and further empowered to:

submit tinancial statements and annual repcrts to the Board, as well
as anticipated expenditures, projects and the financial plan for the
coming year

attend bBoard and Assembly meetings with speaking privileges but no
voting rights
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- implement board agreements
- submit to the Board monthly reports on INFONAVIT activities; and
- make persannel decisions.

The workers' representatives to the Assembly have the right to propose a
sectoral uirector, as do the employer's representatives. fhe ¢ Sectoral Directors
act as liason between their sector and the ULirector General. They can attend
board meetings with speaking privileges tut no vote. NLo member of the Assembly,
Administrative Committee or board of uvirectors can be a Sectoral Uirector.

lThe Assessment Commission has & members, with one reor=zsenting each respec-
tive sector of the Fund. riembers are appointed by the bnard after recommendations
of each ingividual sector.

The commission is responsibie for reviewing, substantiating and resolving any
Brieyance submitted following an act that may have damaged workers or employers.
arties to a complaint have the alternative of seeking resolution of tne problem
through the regular judicial system, and any aisputes relating to a debt of a
worker to the Fund must be resolved via the regular courts.

The Conmission reviews disputes related in any way to the monthly contribu-
tions, such as discrepancies between records of employer and worker, or those
parties and the Fund itself.

1he Regional Advisory Commissions are composed on the tri-partite basis with
one member tor each sector. Thelr membership and jurisdiction ic determined by
the Boara of Uirectors. 1he Commissions' functions include:

- recommending site selection and pricing for individual housing
projects

- evaluate project. proposals submitted to the Fund;

- organize lotteries for selection ot werkers to receive housing units;
and

- supervise terms and conditions of project construction bids, and
verify that work is completed according to plans and specifications;

For each kegional Advisory Commission there is a kegional Director named by
the Board of uirectors who nhas the following powers:

- implement regulations and agreements cof the General Assembly, Board
of Lirectors and General Uirectorate.

- execute aaministrative functions in their jurisdiction.

2. Source and Nature of Kesources

INFONAVIT capital comes from the monthly private sector employers' contribu-
tions equivaient to b percent of salaries, as well as recovery on investment of
the monthly contripbutions (i.e. loan repayments), cash allocations and subsidies
from the Federa! wovernment, plus any securities or titles which the Fund might
acquire.
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In LYz, 10Y,047 employers with 4,889,456 workers made contributions to the
Fund. cCorresponaing 198l figures were lbb,c2¢ employers and 5,¢5¢,141 workers.

The Federal Labor Law reqguires all businesses to furnish comfortable and sani-
tary housing to their workers, and the b percent contribution is the standard
means of compliance. 1ne >tate as an employer is exempt from the b5 percent contri-
bution. ~utonomous State corporations and orcanizations with partial government
ownership are obligatea to contribute. It is the obligation of the emplecyer to
register his pusiness and its employees with INFONAVIT. Workers have the right to
request informaiion on their account from their employer or the Fund as a means of
veritying that contributions are being mnade.

At the time of retirement or in the event of disability, workers receive
double the total amount contributed. In case of death, the heirs receive double

the accumulated sum. Prior to paymert, any outstanding debt to the Fund 1is
deducted. workers fifty years of age or more are eligible to receive the amount
in their account if their employment is terminated.

Ahen a worker borrows from INFURAVIT, 40 percent of the funds in his account

are used to establish equity {i.e. downpayment) on the property being financed.
uver the !ife of the lcan, 4U percent ot the employer's contribution s applied
progressively against the loan belance. In ovder to maximize INFONAVIT resources,
balances in the worker's account do not earn interest.

In 19¢, the Fund returned ¢73 million pesos to b5b,84Z2 retiring workers, 84
million pesos tor &,33> deaths, 5U million pesos for ¢,b43 cases of disability,
ana 3«4 millicn pesos for cz,2¢b cases of emplcyment termination. The total paid
out was /3/ million nesos, representing l.b percent of contributions collected.

The 5 percent contribution is based on full pay, including regular wages and
bonuses. lravel expenses ana equipment expenditurcs are exempt, as are profit
sharing ana overtime. The contribution must be paid every two months within 15
days of the end of the z month period in question. Fayments are made to the
secretariat of the Treasury which, in turn, remits the funds to iNFUNAVIT within

L5 days ot receipt.
3. uperations

A1l of INFUNAVIT's operations relate to housing, with the basic exception
involving eventual return of contributions to the Fuad's beneficiaries, the
workers. Fund activities involve:

- financing the acquisition, construction or improvemert of workers'
shelter

- refinancing debts incurred outside the Fund for the above mentioned
purposes; and

- direct financing of housing projects for sale to workers and the
acquisition of real estate for this purpose.

ln 19z, the Funa made 5U,bY> loans to finance home construction or improve-
ment. Thirty percent of the loans went to workers earning 1-1.25 times the mini-
mum - lary, o7 percent to workers earning from l.zb to ¢ times the minimum salary,
ang J. percent of the loans were reccived by workers earning more than twice the
mini mum.
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lhe uepartment of Treasury has the power to verify proper use of funds by
INFOUNAVILT, AY1 of the Fund's =xcess liquidity must be invested in convertible
government bonds and held by the Bank of Mexico.

Allocation of resources by the Fund must be handled equitably taking into
consideration balanced regional distribution, acuteness of need, priority of low
income workers, feasibility of proposed projects, and the number of workers and
amount of tunas contributed by an darea or community under consideration.

Worker selection depends on tactors such as ftamily size ingcome of both
spouses, as «~ell as the design and price of availahle units. Lotteries are held
when the number of quaiified workers exceeds available units. Maximum unit prices
ana loan amounts, as well as the ratio of the loan amount to worker income 1%
determined by the Leneral Assembly. Sales of units must be approved by the Fund.
A1l INFunAVIT loans carry insurance of the borrower's 1ife at the Fund's expense.
Lasia value may not constitute more than 35 percent ot the total value of INFUNAVIT
financea units. Loans carry a 4 percent rate of interest, with terms of between
lU and 2u years.

Financing of projects is evaluated on a case by case basis, with huilders
submitting pids. Construction loans carry 18 month maximum terms. The Fund does
nat take responsibility for the aaministration or maintenance of such projects.

The 5 percent employers contribution 1s considered a social security tax, and
is deductible trom taxable income. Contributions to workers' accounts and the even-
tual doubiing of the balance are fully tax free. Any revenues of InFUNAVIT are
tax free. wll projects and individual transactions financed by InFUNAVIT are free
of tax or duties.

The secretariat of Labor ana Social Security can impuse fines of S$100 to
$10,ULL pesos (approximately USS$./U0 - $/0.00) for non-compliance with the laws
governing the rund. Uffences include evasion of contritution and misrepresenta-
tion in oraer to obtiain credit. Late contributions are assessed a penalty, plus
an interest surcnarge for the period of delinquency.

11, STATE WURKEKS' HUUSLnG Anu SUCLAL SECURITY FUND (FUVISSSTE) - MEXICO

Lstablished in 19U to serve the housing needs ot public workers, FOVISSSTE
(Funa) operates quite similarly to IN-UNAVIT, so only a briet summnary is presented
herein.

lte bacic objectives are to maintain a financial system through which workers
can ootain crear'. for the acquisition, construction or 1improvement of their
shelter, ana develop specific housing projects for sale to workers.

1. [Management

The Funa 1is governea by its Board of lirectors, Executive Committee and
bxecutive uirector.

The Board reviews the budget and financial and operating plans. 1t reviews
FOVISSSIe's financial statements sets, credit policy ana manages use of deposits,
placing excess liquia reserves in government bonds. FOVISSSTE's annual budget may
not exceed l.5 percent of total resources.
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The btxecutive Committee handles operations, including specific investment
gecisions, preparation of the Huaget, work and financial plans, and establishes
specific credit criteria.

The cxecutive Lirector attends board and Executive Committee meetings, presen-
ting information and recommendations, including the financial statements and
reports on specific activities.

Lo besources

Fund resources include a 5 percent contritution made by public entities based
on their worker's salaries, the return on investment of these funds (1.e. housing
loans) plus the value of any securities or titles acquired by FUVISSSIE.

Contributions do not earn interest but are depositea on behalf of workers
subject to the following conditions:

- when a worker 1is granted a loan, 40 percent of the funds in his
account are used as a down payment on the transaction

- thereafter, 4U percent of the employer's reguiar contribution will be
applied against the loan bafance until retired

- once a worker no longer is employea by a public entity, is disabled
or ajes, the funds deposited to his account shall be paid out less
any possible outstanding aebt to FOVILSSTE.

The number of workers atfiliated with FOVISSSTt grew from 1,066,400 in 19/8
to 1,400,500 in 1952z, 1he Funa's loans carry a 4 percent rate of interest with 10
to ¢uU year terms. In 19561 FUVISSSTE tinanced 13,455 units, and 17,595 in 1982.
The level of investment for those years was lc¢.4 million pesos in 1981 and 13 mil-
lion pesos in 198Z.

Income and credit requirements, as well as tax related incentives are nearly
the same as for INFUNAVIT in most cases.

111. FOVY1l AND FUGWA TKUST FUNLS - MEXICO

FOV]1 and FUGA were established in 1963 as a result of the realization that a
portion of savings deposits at financial institutions would be needed to supple-
ment government resources for financing the increased housinrg demand. The FOVI-
FUGA scheme emphasized low cost housing for low income families, but with repay-
ment capacity based on loan amortization over a reasonable period of time, with a
aurably constructed unit offering acceptable 1loan collateral to lending institus
tions. Minimum and low income households have recently received fineaacing of 33me
to 49m¢ units costing between 98b,0UU and 1.55 million pesos. Maximum household
incomes for these two types of housing are 62,000 pes»s and 93,500 pesos respec-
tively.

1. Fuvl

Fuvl, the uperations and biscount Housing Fund was created within the Bank of
riexico to:
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- prumote the construction or improvement of 1low cost hcusing and
direct the investment of credit institutions toward housing programs
consistent with the objectives of the National housing Development
Plans

- give financial support to lending institutions to complement thciir
investment in housing finance,

FOYI's resources consist of 3 percent of bank loans and are passed through
the Bank of lexico. FUVlI makes this mcney available to financial institutions
subject to investment conditions relating to low cost housing. These institutions
assign mortgage collateral to FUVI as security for resources received. FOVI has
auditory privileges in order to verify use of its resources.

2. Fubh

FOWA, the Low Lost housing Guaranty Fund was established simultaneously with
Fuvl as a trust tund within the Bank of Mexico in order to reimburse financial
institutions tor costs related to granting credit for low cost housing. F(GA
financial support takes the form of:

- proviaing liquiaity in cases of late payment or deficiencies in loan
recovery

- giscounting interest rates on these operations and subsidizing life
ana hazarda insurance costs.

FUVI a.d F.GA are aaministered together under the same management facilitat-
ing a more etficient pursuit ot their objectives.

S.  Low Cost housing

Criteria for what constitutes low cost housing have been developed regionally
in Mexico taking into consideration local environmental factors. The basic goal
is to benefit the greatest number of people at minimum cost. A National Low Cost
housing lndex sets maximum prices four times yearly, as well as descriptions of
unit types and qualitying incomes. Projects already underway are adapted to price
changes by aajusting the construction financing and overall budget accordingly.
Close communication between FUVl and developer/builaers is required for this to be
etfective.

Mortgages granted by financial institutions for low cost housing are made to
both individuals for the purchase, construction or improvement of single or multi-
family dwellings, as well as construction firms for housing projects.

Indiviaual loans may be for up to Y5 percent of the structure's value, at
rates oetween 1lU.5 and 14 percent depenaing on the type of unit. Loan contracts
allow for variaple rates according to FUVI's cost of resources. Loan terms are
from LU to ¢V years, but negative amortization is permitted.

Construction loans for housing projects carry rates between 11.5 and 15 per-
cent p.a. ‘his financing can include the cost of land where the borrower is a
government entity. A one time fee of 1 percent can be charged at the time of loan
origination.
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Project criteria to qualify for FUVI backed credit are published in the Bank
of iMexico circulars. both FUV] and the direct lending institution have project
monitoring rights, and FUV]l collects a 0.5 percent fee (of project cost) from the
lender, for carrying out inspections.

Applicants for home loans must meet the following criteria:

- unit must be owner occupied, and sole home owned by members of the
household

- capacity to make down payment and monthly remittances; and

- monthly income must not exceed FUVI program limits as set quarterly
by the Bank of Mexico.

Fuv¥l has a technical review process that all project financing requests must
pass. The process involves analysis of all project documents for conformity to
bank of Mexico spacitications, beyond which trh2 direct lending institution may
apply its own criteria. FUVl appioval after technical review holds the techni-
cians who prepared project documents responsibie for the proper execution of the
project.

In 1981 and 19b¢ FUVI-FUWA accounted for 27 percent and 30 percent respec-
tively of tbe tinancing of public sector housing. These trust funds financed
35,961 units in 1951 and 4&,500 units in 198,

! IV. LW CUST nhOUSING TKUST FuUNU
(FONRAPU )

FUNRAPU \was created in April 1Ysl, to meet demands for low cost housing recog-
nizing the acute shortage of shelter in this category. Established under the
auspices of tne national tank for Public Works and Services (bANUBRAS), FONHAPO
(Trust Fund) has received capital from the accumulated assets of the Social
nousing tuna up to Uecember sl, 190, plus contributions from the Federal
Government ana other public ana private agencies.

The lrust Funa finances land acquisition for housing projects, construction
and improvement of low cost housing.

lhe 1953 maximum loan amount was 455,000 pesos. Eligible borrowers include:
- feueral, state or municipal institutions
-  cooperatives, or

- private organizations having two or more years' experience in public
housing construction.

In 1981 FUNHAPU invested USSz million in 10,886 housing loans, and in 1982
this increased to ¢U,U0z0 loans totalling USS3.5 million.

Applicants wust comply with FONRAPO's Uperations Manual to qualify their pro-
jects for financing. The Trust Fund's rates are set according to project size and
cost. FUNHAPU allows developers to apply a # 5 percent fee in order to recover
planning and administrative costs from the buyers.
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FUNHAPU interest rates are adjusted annually according to the institut.on's
cost of funas. Unit purchasers must bear the cost or providing the Trust Fund
with 1lite ana hazard insurance. The total monthly principal interest and
insurance premium payment should not exceed 3U percent of the owner's income.

Borrowers pay a surcharge of ¢<U percent over their regular interest rate for
payments more than ¢ months delinquent. Loan terms vary between 5 and 15 years
with interest rates of 8 to 13 percent.

FUNHAPO also finances the construction of centers for the manufacturing, stor-
age and distribution of building materials. Loan proceeds may be applied with 40
percent going for construction of the facility and 60 percent for acquisition of
inventory. toan terms are for lU years minimum, at variable rates of interest. A
minimum <5 percent down payment is required, ana FUKHAPU holds title to both the
real estate and material inventory as 1loan collateral. FONHAPO will finance
materials centers with the capacity to support at least a 10C unit project, and
the centers 1t finances must sell their products at below market prices.

PANAMANLAN THIKTEENTH MONTH HOUSING FUND

basea on something of a spontaneous precedent by individudl employers, in
1971 the Panamanian government passed a law requiring all private businesses (and
eventually public as well) to pay their employees a benefit equivalent to one
month's salary or wages. This bonus was aivided in J parts. Une part to be allo-
cated to annual educdation costs, the second part to be retained in a fund to
support 4 nhousing program for low income househoids, and the 3rd part paid out as
a Christmas bonus.

This law was changed in August, 1983 so that effective in 1964, the second
part of the lsth month contribution would be paid directly to the workers, rather
than be retained in a fund for housing.

l. Objectives

Uriginally, this Znd part of the 13th monthk (2nd Part or Fund) was held for a
perioa ot 1L years during which it would be invested in workers housing programs.
The national dortgage Bank (BhN) was created to use the resources of the Znd Part
in financing these projects, as it has done since 1973. Cutting off the BHN'Ss
main source uf funds will create serious liquidity problems for the institution.

¢. 13th Month Bonus Payments

Both private and public employers have been obligated to pay the 13th Month
bonus in benefit ot their workers. Public employees cannot receive more than
$4LU. LU yearly in the form of the bonus. The Bonus is calculated on base pay, and
excludes overtime, travel or other expenses. Bonus payments are deductible from
taxable 1income for employers, but for the workers this exemption does not apply.

between August b and September 1b each year the employers nust deposit the
¢nd Part with the Social Security Funa (SSF). 1lhe SSF in turn must transfer these
funds to the B by Uctober 1. Total resources collected is about $140 million,
with annual earnings running about $2U milliorn in recent years.
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ihe Bhk, which also serves as the regulatory agency for Panama's Sé&ls,
aaministers the Fund as part of its assets. The BHN transfers the Fund's
resources to the ministry of Housing (MIVl) for direct investment in housing
proiects. 1he sums received by the BHN from 19/3 through 1983 must be repaid to
the S5 1in corresponaing annual remittances beginning in 1584, tor use by the SSF
in its disability and old-age programs. With all of this money invested in hous-
ing loans, generally with terms greater than 1lU years, the BhN's repayment obliga-
tion will almost certainly exceed its capacity to pay. Accoraingly, the BHN is
requesting an extension of the repayment requirement from lU to 45 years. Simul-
taneously, the bhn is requesting amendments to the Stautes which would epable it
to execute 1its functions as the public sector housing finance agency as well as
reyulator of the S&Ls much more vigorously and effectively.

Je housing Loans

unaer the past #mh - mlvi relationship, MIVI developed low cost housing pro-
jects with BAN funds, and closed individual homs mcrtgages on behalf of workers'
families 1in the bhN's name. These lcans carry $7,000 maximums, and once dis-
bursed, property titles and documents are transterred to the BhN. The MIVI
actually administers the portfolio acting as collection agency.

Eligibie borrowers may not own another home, and must demonstrate repayment
capacity for a ¢5 year loan at & percent interest. 1lhis systei has produced about
3,U00L units per year.

The 2nd Part is estimated to have increased Panama's GNP by 0.5 percent annu-
ally. Affiliated workers represent about 44 to 4b percent of the ecoromically
active populution. Ihe Funa tinances about 40U percent of the housing demand

rising from annual urban growtn.

Peiku =NATIUNAL HUUSING FUNU (FUNAVYI)

In order to maintain a consistent flow of resources for use by Peru's
Ministry of nousing ana (Lonstruction in furnishing shelter to low income families,
Funavli (tne bund) was establishea in 19/49. 1he Fund's objectives were specific-
ally stated to be:

1. proviage housing compatible with the country's level of developinent accord-
iny to the demanas and income levels of the werkers, ana

¢. increase sources of employment while maintaining permanent growth in
housiny construction.

1. Sources ot Funds

FUNAVL receives 3 types of funaing: compulsory, optional and operational.

Compulsory contributions carry nowithdrawal or repayment (ights, Thjs ob]igatjon
applies to employees, workers, FOnaVl funded construction companies, building

materials companies ana the goverrment. These contributions are tax deductible.
As of August 31, 1463, contributions to FUNAVI totalled about US$.U8 million.

The optional contributions apply to the self-employed who voluntarily choose
to cont»ibute. Ilhese tunds are not reimbursable either.
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uperational resources are those funds obti¢ined by the sale or lease of pro-
perty built through FunaVl's programs, plus interest earnings on loans and invest-
ments, ana external borrowings.

a. Lompulsory Contributions

A1l public and private sector employers and workers are obliged to contribute
to FUNAVI. The worker contribution s U.5 percent of wages, while the employer
pays 4 percent. Special or holiday bonuses, vacation pay and seniority benefits
are exempt from application of the 4.5 percent total. iaximum payments of 5 mini-
mum urban wages are set for both employers and workers. Employers are responsible
for payroll deduction of employee contributions.

Construction companies btuilding with FUNAVI funds must contribute 3 percent
of total funds received. This applies to sub-contractors and suppliers involved
in FUNAVI financed projects. Suppliers also contribute 4 percent of wages paid as
employers. Those who choose to contribute voluntarily pay 5 percent of wages up
to a maximum of 5 minimum urban wages.

The government contributes to the Fund 20U percent of the annual contributions
of all workers and employers. keal property can be transterred to FONAVI by the
government, 1in ijeu of cash, to make this contribution. However, this 20 percent
equivalency contributed in whatever form, daoes not exempt the government from
contributing on behalf of its own employees.

kemittances must be made to the National Bank (Banco ae la Nacion) during the
tirst 15 days of the month following that to which the payment applies. The
national Bank credits these funas to tne FUMAV]D account at the National housing
Bank, and receives a fee of 1 percent of sums collected and remitted for its ser-
vices. The ueneral bureuu of Contributions supervises payment and transter of
these funas.

¢ Administration and Management

FUNAVI 1s an ciganizational unit of the housing Bank with separate accounting

ana buaget as a means of ditferentiating its activities and resources from those
of the Bank. 1he nousing Bank as thc chief administrator of the Fund receives a
tee of ¢« percent of annual contributions for its services.

Tne administrative framework of the housing bank, which also serves as reguia-
tory body for the Peruvian S&L systems, carries over to the Fund's operations.
Thus the Fund's administration consists of the Bank's own Board of Directors,

ueneral i1anager, with the latter person heading FONAVI.

3. uperations
FunaVl's principal goal is to provide housing for affiliated workers by:
- financing housing projects approved by the Ministry of Hhousing and
Lonstruction, carried out by ENACt (the Hhational Building Company)

based on its contract with the Fund. FONAYI handles the sale or
lease of completed units to the workers
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- financing home acquisition through the public mortgage system

- contributing to efforts of the Building Materials Bank in areas such
as self-help construction and improvement of low cost units; and

- financing of commercial entities within housing projects.

The great majority of FUNAVI's resources are applied on ENACE built projects,
thus there is little financing of the purchase or the improvement of individual
homes. LNACL 1is an autonomous government agency established for the purpose of
implementing FUNAVL funded projects. ihese projects all built on FONAVI owned
land are designea to serve low and middle income workers, and designs include
sites and services, core units, and ¢ or 3 bedroom units. Unit values can not
exceed the equivalent of 3bU minimum wages (about USHL3,UL0). Priority is given
to developirg projects outside of Lima, and governmment contribution of land for
this purpose has become increasingly important to FUNAV]'s operations.

FUNAVL attiliated workers purchasing or leasing tNACL built units must occupy
the property, may not own other housing, and must have at least one year on the
Job. No downpayment is required and the purchase price is amortized over ¢5
years. Mortgage paywents are calculated at 1/1Zth of 5 percent of the current
value of the pruperty, ana lease payments are based on 1l/lZth of o percent of the
current value.

Monthly payments are made via payroll deduction which includes project main-
tenance and administration fees assessed buth homeowners and tenants.

To protect FOUNAVI resources from inflation, home values are updated aanually
based on adjustments of the Lima Provincial minimum wage. Frincipal pre-payments
are prohibited except in cases of death, disability, lay-off, resignation, or sale
of the property. FUNAVI 1equires life and hazard insurance of its borrowers.
Lessees may, after ¢4 months of occupancy and consistent payments, convert to an
ownership plan. Units are allocated through a lottery system.

FUNAVL lodns carry an acceleration clause triggered by cases of 3 1/Z months
aelinquency or the use of a unit for unauthorized purposes. All FUNAVI loans are
secured by mortgages.

Funa¥l financing of homes acquired outside ENACE built projects involves a
mixture of low rate FUNAVI resources with the market rate funds of the financial
institution with whom FUWAVI has contracted for administration of the mortgages.
This system of "social mortgages" as it is calied has been suspended due to heavy
FUNAVL commitments to project firancing. Uf approximately US$407 million collec-
ted by the Fund, US$3332Z million has been invested, and the balance committed.
Participating lenders include the S&L <ystem, the Housing Bank, the Central
Mortgage bank and the tima Savings Bank. Normally, 30U percent of FONAVI's
resourccs would be allocated for the “"social mortgage” program with 50 percent of
that figure going to the S&Ls. These loans call for a lU percent down payment.
Seventy percent of the funas disbursed come from the FUNAVI contribution, and 30
percent from the lenaer.

FUNAVI resources presently carrv a 3 percent interest rate for a 10U year
term. The financial institutions lend at a markei rate which was running at 63.5
percent in Uctober, 1Ys3. Repayment of social mortgages is according to the terms
of the direct lending institution. Participating lenders are paid a U.5 percent
commission based on the sales price for the following services:
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- processing and closing the mortgages
- providing security in structures awaiting occupancy

- Ppreparing by-laws of ownership associations and delivery to the
association all common facilities

- securing mortgage and hazard insurance policies.

FUNAVI is cmpowered to issue bonds in the name of the Housing kank for sale
to the bSocial Security Administration, insurance companies or in the capital
markets in general. The Fund may, under the auspices of the Housing Bank, incur
internal or external debt.

As of August 31 1963, FONAVI had invested USS$70.7 million in rental housing,
and US$3Y99 million in 151 projects to construct units for sale. This included
b,lu8 single family units, 13,134 apartments, 3,29¢ core units and 1,148 sites and
services.

4.  borrower Eligibility

FUNAVI has a cetailed housing allocation process covering project promotions,
applicant registration cnd pre-qualification, the lottery, and loan closing.

Ten percent of the units in each project must go to education personnel. Any
of the financial institutions participating as direct lenders on a project are
also authorizea to hanale the procedures of the ailocation process. Ihe principal
elements of the process involve the following:

A. Promotion - whereby at least 1U days before applications are accepted, the
lenaing institutions must publicly announce bdsic data concerning the application
procedures, description of the project and units, income requirements and lottery
date.

b. Application -~ lInterested persons may obtain application packages at the
publicized sites, ana submit the information assuming they meet minimum eligibi-
lity criteria such as affiliation with FUNAVI, one year on the job, no ownarship
of other housing and minimum income levels. Those who meet the pre-seiection
Criteria have their names published in lists.

C. Lottery - A lottery is then held under the supervision of a Notary Public to
select housing recipients at random. A 1ist of those selected, as well as
alternctes is published along with the financial institution to whom they should
go for l1can processing. Selection of the lender is based on preference of the
applicant.

>.  Final Processing and Loan Closing

Selected recipients must comply with the specific requirements of the lender,
and will pe replaced by the alternate if they fail to qualify. Sales and mortgage
loan agreements prepared according to the Housing Bank's format are prepared by
the lenger.

A1l compulsory contributions to FUNAVI are tax deductible, as are bonds
issued by the Fund. A1l FUNAYL financed houses are exempt from real estate taxes.
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Mationally, FUNAVI proviged about ¢5 percent of the investment in housing in
recent years, meeting about 9 percent of housing demand arising from urban
population growth.

ANNEX 1

ARGENTINA - NATIONAL “OUSING FUND
(FONAVI or Fund)

FUNAVL was created in 19/¢ under the auspices of the Secretariat of Housing
anda Urban vevelopment. The funa's resources include 47./3 percent of resources
collected by the hational Kevenue Agency, donations or grants, revenue from cer-
tain cconomic sanctions as well as return on its own investments.

FUNAVL invests in:
- construction of housing for low income families
- infrastructure services for low income areas, and
- research and development of technical and socio-economic programs.

In the first half of 1983, FONAVI financed the construction of 136,000 hous-
ing units for low income recipients, (what they probably mean is 136,000 total
units as of the first half of 1983).

ANKEX 2

CULOMBIA - NATIUNAL SAVINGS FUND

The National savings Fund (NSF or Fund) was established in 1968 as part of
the Ministry of Economic Development. Initially administered by the Central
Mortgage bank, it later became autonomous in this respect.

Its objective has been to manage unemployment programs for public sector
agencies, excludinyg the armead forces. Some 1lb5 entities are affiliated with the

Fund.

The Fund provides unemployment assistance equal to one month's wages for each
year employed. The NSF invests in housing in order to provide shelter for public
employees while protecting its Funa's purchasing power.



