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INTRODUCTION

A series of workshops focused on housing finance were prepared and conducted in various
provincial cities in Poland from eariy June to early July 1991. The workshops were designed
to train investors/developers, bankers/mortgage lenders and municipal officials in the
operational characteristics of the proposed World Bank and Government of Poland Housing
Finance Project (HFP). The materials for the workshops were developed by, and the
training conducted by, three PADCO consultants: Howard Henward, team leader and invest-
ment/development specialist; Phillip Jones, banking/finance specialist; and Robert Rickards,
municipal affairs specialist. The team prepared the materials, agenda and "script” for the
training sessions in Warsaw in concert with a second team o be working in parallel and with
the staff of the Housing Finance Project Office (HFPO). The team then proceeded to
conduct 2 1/2 day workshops in each cf five provincial cities that had expressed interest in
the Program: Wroclaw, Jelenia Gora, Czestochowa, Lodz and Bialystok. The team then
returned to Warsaw to discuss their findings and recommendations with the HFPO and with
the other team. This report is a summary of these findings and recommendations.



EXECUTIVE SUMMARY

OBJECTIVES

The objectives of the Housing Finance Workshops were discussed and agreed with the
HFPO at the outset:

» To stimulate housing production

s To generate interest in the Housing Finance Program

» To introduce private sector concepts of housing development
» To build skills in project planning and organization; and

» To establish ongoing dialogue and communication between the participants (e.g., devel-
opers/investors, bankers/mortgage lenders and municipal officials)

KEY ISSUES

The workshops were designed and "scripted” to focus on several key issues:
= Appraising property and land values

»  Competitive bidding (e.g., construction and public sector land sales)

» Estimating/calculating project costs

» Market analyses, affordability and financial feasibility

» Banker-borrower relations

» Design and construction technologies

m Development process/project cycle

EVOLUTION OF THE WORKSHOP

The agenda and script for the workshops were prepared in Warsaw in concert with the
HFPO and the second training team (See Appendix 1). The agenda included the statement
of workshop objectives, key issues to be addressed, the institutional structure of the HFP
and the flow of funds. The agenda then shifted to a discussion of a 19-step housing develop-
ment process, using a proposed projeci as a case study. All aspects of the development
process and especially the key issues were given equal weighting in the discussions. However,
feedback from the participants in the first workshop in Wroclaw convinced the consultants
that the primary interest was in the housing finance systems being proposed and, therefore,
the "script” of the workshops was quickly adjusted to focus most heavily on the fourth and
fifth key issues: "Market analyses, affordability and financial feasibility" and "Banker/
borrower relations". The revised "script” still covered all the aspects related to the private
sector development process but covered many of them more quickly. This left time for
additional case studies; in particular, market analyses and affordability studies of
participants’ projects (See Appendix 2).
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The revised "script" for the workshops was found to be more successful in stimulating the
interest of the participants and led to their active participation in the discussions. This inter-
active dialogue convinced the consultants that the participants’ receptivity was high, and that
the numerous case studies probably also improved the levei of understanding. Many parti-
cipants, although they had several hand-outs on the program, copied the charts, took notes
and made copies of the affordability analyses from the blackboards.

CONCLUSION AND RECOMMENDATIONS

The feedback from the workshop participants was very positive. There is no doubt that
considerable interest in the HFP has been generated (objective 2) and that the other objec-
tives of the workshops were achieved. However, it was very clear to both the participants
and the trainers that unless a number of bankers elect to actively participate in the HFP
construction and mortgage credit systems, the HFP will not achieve the objective of
stimulating housing production.

The following recommendations regarding future training reflect the importance and priority
the consultants believe should be given to identifying and developing banker participation
in the HFP:

1. The HFPO should add senior personnel skilled in the developer/investor, banker/ fi-
nance and municipal finance areas, respectively, or retain consultants skilled in these
areas prior to undertaking similar workshops in other cities.

2. The current municipal advisors (the Peace Corp and United Nations Volunteers) should
be trained using this same workshop format as soon as possible to provide each with an
understanding of the total development process, and the particular role their expertise
can play and where specialist technical support should be sought. New arrivals should
receive the same training prior to departing for the field.

3. Absolute top priority should be given to identifying banking institutions willing to parti-
cipate in the constructive credit, mortgage credit or both systems. Orientation
mini-workshops should be organized by the HFPO ‘0 demonstrate the HFP and provide
head offices of bankers the necessary information to make a decision and direct their
branches.

4. Top priority should then be given to developing and implementing a training program
in credit analyses and project appraisal for senior regional and branch office staff of
participating banks.

5. At the same time, training courses should be developed with the assistance of foreign
banking or bank training institutions, at Polish bank training institutions to provide
follow-up training to these senior officials and in-depth training to more junior staff.
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6. Intensive technical assistance in project preparation and financing should be provided
jointly to developer/investors and banker/lenders in the case of selected initial projects
to expedite the process of applying for and obtaining financing commitments and to
achieve a demonstration effect of how the HFP system works.

7. The HFPO and its municipal advisors should focus on key issues in each municipality
that are clear impediments to the HFP and seek assistance from other programs to
address the myriad of other issues and problems that impact these cities.



CONDUCT OF THE WORKSHOPS

This section of the report describes how the workshops were initially prepared. First, the
broad structure of the initial workshop format is discussed. Second, the general audience
reception and absorption of the workshop material is reviewed. Third, modifications made
to increase the workshop’s emphasis on housing finance issues are described. Fourth, an
overview of how the modified workshops stimulated the interest and involvement of the
participants is provided.

ORIGINAL WORKSHOP SCRIPT

Appendix 1 contains a copy of the original workshop agenda and "script” prepared in concert
with the HFPO and the second training team during the consultants’ first week in Warsaw.
It began with a statement of the workshop’s five goals and identified the seven key issues
associated with housing construction and finance in Poland that would be themes of the
workshop. Next, there followed an explanation of the institutional relationships and the flow
of funds between the World Bank, Government of Poland, the Mortgage Lending Facility
(MLF), local banks, developers/investors, and home buyers (See Appendix 1 charts). This
explanation included the features of both the construction and the long-term mortgage
financing schemes the MLF will support.

The agenda then moved to a detailed description of a 19-step housing development process
flow chart that used two proposed projects as case studies: a 104-unit project outside of
Czestochowa and a phased 414-unit project in Katowice. As originally conceived, workshop
participants were to join the consultants in discussing each step in the process. The discus-
sion was focused by using the two project case studies to illustrate the key issues the
consultants addressed in the course of their presentations. The discussions were to take
place first among all the participants before being discussed in more detail among homog-
eneous groups of developers, bankers, and city officials. The consultants also foresaw mixed
groups of workshop participants presenting their own analyses of new project proposals
volunteered by members of the audience. The consultants intended to use any remaining
time to answer private questions, provide technical assistance to individuals requesting it,
and visit representative housing construction sites nearby.

INITIAL RESPONSE OF PARTICIPANTS

The HFPO in Warsaw arranged with local government officials for the consultants to hold
workshops for about 45 developers, bankers and municipal officials in Wroclaw, Jelenia
Gora, Czestochowa, Lodz, and Bialystok. In each city, from 26 to 40 individuals preregis-
tered for the workshops. However, in both Wroclaw and Jelenia Gora, attendance was only
24; and, in Lodz, only 16 participants attended. Low attendance reflected poor organization
of the workshops by the respective cities involved and might have been avoided if the HFPO
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had followed up prior to the workshop. In contrast, the turnouts in Czestochowa and
Bialystok (45) were good—in fact, exceeding the number of preregistered participants. The
large group assembled in Bialystok may very well have resulted from the presence of a UN
volunteer municipal adviser in that city. Apparently, he played an active role in stimulating
local interest in the workshop. Although there was a lower than expected turnout in 3 of the
5 workshop cities, the hoped-for mix and dialogue between developers, bankers, and city
officials did materialize.

However, there was also a tendency for some kombinat (state construction ccmpanies)
directors, managers of large cooperatives, and state bank officials, as well as public- and
private-sector architects to drift away during the first day of the workshops and not return.
Three factors explain that tendency. First, individuals wedded to the "old way" of financing
housing in Poland left as soon as they learned that the HFP would not be providing grants
or subsidized interest rate loans to enable them to carry on as they had in the past. Second,
HFPO and local workshop organizers relied on local untested personnel for translators.
Some of these translators lacked sufficient fluency in English for the job or, although fluent,
lacked the technical vocabulary to explain in Polish such concepts as "affordability,"” "equity,"
"feasibility," "developer," "financial capacity,” "purchase commitment," "schedule of unit costs,"
"risk/reward ratio," and "punch list," for example. Accordingly, it is likely some workshop
participants dropped out because they simply could not fully understand the consultants’
presentation. Third, and most important, some of the participants clearly did not respond
well to the initial workshop script. In debriefings, they said they found the statement of
goals, identification of problems, and explanation of institutional relationships in the HFD
too long. In addition, they found different portions of the 19-step housing project
preparation discussion dwelt on material with which they were at least as familiar as the
consultants. Moreover, the case study criticisms of site selection, project designs and building
technology seemed tedious or irrelevant to them.

The consultants addressed the second of these three problems by relying heavily on one
translator the Housing Finance Program Office sent from Warsaw for the last three work-
shops. Not only was that translator’s English fluent, but she rapidly mastered the technical
vocabulary involved. In addition, by attending all three workshops, she became familiar with
the material presented and was even able to clarify the questions being asked. Given the
improved quality of communications resulting from using the same translator throughout,
the HFPO may want to eliminate the use of local translators in the future.
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EVOLUTION OF THE "SCRIPT"

The consultants addressed the first and third factors aftecting workshop attendance by
keeping to the agenda, but altering the emphasis embodied in the original script. Due to the
unev:n mix of workshop participants, only large-group sessions were held to ensure
develope:s, bankers, and city officials listeried to each other’s points of view. In addition,
presentations on workshop objectives, HFP mechanics, and several steps in the Polish
housing construction development process, were shortened. Because workshop participants’
interests and perspectives varied, the consultants continued to discuss all 19 steps in the
development process but focused attention on the issues of market analysis, affordability,
financial feasibility and banker-borrower interaction. The participants were asked to be
patient, to provide the consultants with the opportunity to discuss the HFP within the
context of the overall development process.

The revised format and script reduced or eliminated altogether material the workshop parti-
cipants had found tedious or irrelevant. With the freed-up time, the consultants expanded
their presentations in the three areas of marketing, affordability, and financing. For the
marketing presentation, audience participation was solicited in drawing a curve representing
the local income distribution. Then they analyzed the affordability of one or two projects
already submitted to the HFPO to show the audience what portion of the local market such
a project might address. Very often the high cost and, conscjuently, high sales prices and
limited market associated with these projects became a vehicle for lively discussions of how
to choose good housing sites, downsize and phase projects to shorten building cycles,
improve designs, introduce new technologies, better coordinate the permitting process, and
tighten management of construction and costs. Most importantly, the need to identify the
market (the buyers) for the project at the outset was recognized and the concept of a
market-driven housing program emphasized.

Next, the consultants turned the discussion to construction financing for developers and
mortgage financing for buyers. That discussion flowed smoothly into presentation of the
Dual-Indexed Mortgage (DIM). The consultants illustrated its operation graphically and in
tabular form for specific case studies, which are included in Appendix 2. These graphs and
examples made abstract concepts like "negative amortization" and “capitalized interest"
readily comprehensible. Workshop participants frequently reported having had intuitive
feelings for such concepts, but had previously lacked the clear, concise explanations neces-
sary to grasp them.

Since most current project proposals for the HFP are projects prepared previously, with no
particular regard to the HFP guidelines or the concept of a market-driven approach and
market-rate financing, the consultants asked developers to submit their own proposals as
additional examples for marketability, affordability, and financing analyses. After a short
introductory overview by the developer, the audience actively joined in assessing all aspects
of the project. Following completion of these assessments and the three analyses, the
consultants asked the participants to rank order for funding all the projects presented and
then defend their rank ordering. In this way, participants repeatedly applied and reinforced
their knowledge of the analytic skills and concepts taught in the workshops.



RECEPTIVITY OF THE PARTICIPANTS

As a result of these modifications in the original script, attendance stabilized, while interest
and active participation increased markedly. So, too, did the participants’ curiosity about the
structure and operation of the Housing Finance Program, evidenced by the level of sophisti-
cation of their questions and comments. The consultants fielded most questions without diffi-
culty. Nevertheless, in some instances, the consultants were unable to answer questions
because they pertained to HFP details which the World Bank and Government of Poland
still must work out. Appendix 4 contains a summary listing of the questions workshacp parti-
cipants asked most frequently.



RECOMMENDATIONS FOR FUTURE HOUSING
FINANCE PROJECT (HFP) TRAINING

CORE CURRICULUM DEVELOPMENT

The agenda, training materials (e.g., charts, graphs, initial "script” and case study data) are
included in Appendix 1. As emphasized in the previous section of this report, Conduct of
the Workshops, while the initial agenda remained in terms of sequence of activities, the
emphasis of the workshops shifted predominantly to two key issues: "Market analysis, afford-
ability, and financial feasibility", and "Banker/borrower relations". The other issues
continued to be covered, often in considerable detail, where interest was strong. However,
the concepts of market analysis, affordability, financial feasibility and construction and
mortgage financing, as proposed under the HFP, were consistently the areas of primary
interest of the participants. Coincidentally, these were also the areas that required the most
‘rethinking" and where misunderstandings were prevalent. The training materials prepared
and modified in Appendix 1, along with the case study affordability evaluations in Appendix
2, provide a suitable core curriculum or training agenda for future workshops such as these,
if it is decided to conduct them in other provincial cities and in Warsaw. However, we do
not believe the HFPO has the necessary developer/investor and banker/finance skills to
conduct these workshops, and recommend the HFPO not conduct these workshops in other
cities without adding senior personnel to the office skilled in these areas, as well as in
municipal finance. The alternative, and perhaps the only alternative in the short term, is to
utilize the services of one or two consultants to provide these skills. It is also recommenced
that, prior to any further detailed training such as this process, other training be undertaken
as described in the following paragraphs.

“MISSIONARIES"

Throughout the workshops, it was clear that, while substantial efforts have been made by
the HFPO to "get the message out" on the HFP, knowledge is not as widespread as we had
anticipated and most of those who had previous contact with program officials or consultants
did not attend the workshops and, therefore, did not benefit from this detailed training.
Further, there is an ongoing program that is fielding U.S. Peace Corp and United Nations
Volunteers, attached to the HFPO, in up to 15 of the major and moderate-sized cities in the
country to act as "municipal advisors," with particular emphasis on the HFP. Their roles
seem to e that of "missionaries"—getting the message out about the HFP program and
encouraging project preparation and submission. It is recommended that these "municipal
advisors" be provided the same scope of training as contained in the workshops, not with the
objective of creating fully self-sufficient advisors in each city, but to provide each of them
a complete understanding of the total development process, and the role their particular
expertise can play and where specialist, highly technical support should be sought for the
resources of the HFPO. These advisors should not be encouraged to represent themselves
as developers or mortgage bankers.



MINISTERIAL LEVEL ORIENTATION

It is a fact of life in Poland that action in government begins by direction from the top.
Bankers are waiting for direction from their head office, the Ministry of Finance or the
National Bank of Poland. It is recommended that the HFPO, with appropriate banking and
finance consultant support, prepare mini-workshops to demonstrate and promote the
program to attract bank participation. Appropriate materials should be left with each bank
to allow them to evaluate the costs, benefits and risks involved in participating in the HFP.
Follow-up sessions to answer questions and confirm their interest and training needs will be
necessary.

BANKERS

There is virtually no knowledge, or at least no real understanding, of the HFP at the local
bank level, including the PKO (National Savings Bank). Although the HFP is a national pro-
gram, all lending decisions will be made at the local bank level (See Appendix i: Construc-
tion Credit and Mortgage Credit charts). While there is considerable interest, or at least a
ruriosity, on the part of several banks, including PKO, nore were aware of how the
construction and mortgage credit systems would work, and none had been approached by
developer/investors to finance a project under this program. Needless to say, the proposed
housing finance system will be utilized and effective only in stimulating housing production
if local banks are prepared and sufficiently skilled and organized to utilize it. If they decide
the system is too cumbersome or exposes them to unacceptable levels of risk, they will not
participate. It is recommended that top priority be given to identifying banks interested in
either construction or mortgage lending, or both, and to provide immediate training in credit
analyses and project appraisal to their senior staff within the context of the proposed HFP
system. It is also recommended that training courses be developed at Polish banking training
centers to provide follow-up training to these senior officials and in-depth training to more
junior staff. It is essential that this program commence no later than November of this year.

TECHNICAL ASSISTANCE ON PROJECT PREPARATION AND
FINANCING

The second most critical point in the process of operationalizing the HFP appears to be the
interaction of the developer/investor and the banker/lender. It is at the point when the
developer/investor is seeking financing for a project and the banker/lender is seeking to
assess the credit-worthiness of both the borrower and the project, where issues of market
analyses, affordability and financial feasibility are discussed. It is recommended, in the case
of selected initial projects, that technical assistance from the HFPO be used to bring the
parties together and to assist them in working their way through the issues involved, to
expedite the process and to achieve a demonstration effect of how the HFP process can
work. This should not commence until banks interested in the program are identified and
initial training has been completed.
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TECHNICAL ASSISTANCE FOR CITIES

Polish cities face a bleak future, especially in terms of their fiscal survival. Enabling legisla-
tion—for residential rent increases, property taxation, property title clearing, and many other
issues—needs urgent resolution so that the cities can successfully manage their own affairs.
The HFP should not be seen or used to solve all the municipal ills that directly or indirectly
relate to housing. Many of these issues should be addressed via other programs, such as
municipal infrastructure and urban management. It is recommended that the HFPO and its
municipal advisors should prioritize the areas or issues in each municipality that need
attention, focus on those issues that are clear impediments to the HFP, and actively seek
assistance from other programs to address the less critical (to the HFP) issues. Issues that
need to be prioritized in each city may include the following: municipal finance, municipal
infrastructure financing and management, housing strategy, communal housing management
and maintenance, land use and zoning, urban planning issues, the permitting process,
cadastral land mapping and tax database, city asset database, privatization of public assets,
land management and environmental management.

In conclusion, the participants felt the workshops were very effective in explaining the details
of the program, and many expressed their interest in additional training as the program goes
forward. The experience also provided the trainers an exceptional opportunity to assess the
participants’ willingness and ability to work with a totally new housing finance system,
However, it is important to re-emphasize that unless a number of banks are willing to
actively utilize this system, the HFP will not effectively achieve its objective of stimulating
housing production.



APPENDIX 1

Training Materials and Core Curriculum
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9:00 - 10:
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1:30 = 3
3:00 - 3
3:15 - 4
4:30 - 5
5:00

30

45

15

30

:00

:15

: 30

:00

1
Housing Finance Project Office

Seminar on Housing Finance & Construction

Introduction and overview of Housing Finance Project (HFP)

x Welcome to Participants

* Introduction of consultants and HBFP officials
x Roles of consultants

* Objectives of the workshops

x Main problems

* Discussion of the Housing Finance Project
Bieak

Case Study One

* Presentation of typical project proposal

* Project development process

x Role and responsibilities of the city, developer, local

bank, and the potential buyers
Critique of the crse study project
Conformity with the guidelines and objectives of the HFP
Lunch
Continuation of the case study
Break
Conclusions of Case Study 1

Introduction of Case Study 2

Closing for the day



10:

10:

12:

Day 2
:00 - 9:
:30 - 10:
30 - 10
45 - 12:

15 - 1:
30 - 3
:00 - 3:
:15 - 4.
45 - 5

Day 3

:00 - 12:

30

30

145

15

30

:00

15

45

: 00

00

Case Study Two
* Presentation of typical project proposal
x Project development process
* Role and responsibilities of the city, developer, local
bank, and the potential buyers
Critique of the case study project
Conformity with the guidelines and objectives of the HFP
Small group discussion and analysis of Case Study 2
Break
Continuation of s=mall group discussion
Lunch
Group conclusions and reporting
Break

Conclusions of Case Study 2

Workshop conclusion and closing remarks

Consultants will be available to meet with individual partici-
pants to discuss and review specific project proposals



9:00

10:30

10:45

12:15

1:30

3:15

4:30

5:00

Dzien 1.
- 10:30
- 10:45
- 12:15
- 1:30
- 3:00
- 3:15
- 4:30
- 5:00

1
BIURO PROJEKTU FINANSOWANIA BUDOWNICTWA

Seminarium Finansowania Budownictwa

Wprowadzenie i ogolna prezentacja Projektu Finansowania
Budownictwa

* Powitanie uczestnikow
* Prezentacja konsultantow i pracownikow Projektu
Finansowania Budownictwa

* Rola konsultantow

* Cele seminarium

* Glowne problemy

x Omowienie Projektu Finansowania Budownictwa
Przerwa

Studium Przypadku 1

x Przedstawienie typowej propozycji projektu

* Procedura opracowania projektu

* Role i obowiazki miasta, inwestora, lokalnego bank. i
potencjalnego nabywcy
Krytyczna ocena proponowanego projektu
Zgodnosc z wskazowkami i celami Projektu Finansowania
Budownictwa

Lunch

Kontynuacja studium przypadku

Przerwa

Omowienie studium przypadku 1

Wprowadzenie do Studium Przypadku 2

Podsumowanie

W\



9:00

9:30

10:30

10:45

12:15

1:30

3:00

3:15

4:45

9:00

Dzien 2

- 9:230

- 10:30

10:45

12:15

- 1:30

- 3:00

- 3:15

-~ 4:45

- 5:00

Dzien 3

- 12:00

b

Przedstawienie Studium Przypadku 2

* Przedstawienie typowej propozycji projektu

* Procedura opracowania projektu

* Role i obowiazki miasta, inwestora, lokalnego banku i
potencjalnego nabywcy

* Krytyczna ocena proponowanego projektu

x Zgodnosc ze wskazowkami i celami Projektu Finansowania
Budownictwa

Dyskusja w podgrupach i analiza studium przaypadku 2
Przerwa

Kontynuacja dyskusji w podgrupach

Lunch

Wnioski i raporty podgrup

Przerwa

Omowienie studium przypadku 2

Uwagi koncowe

Konsultanci beda mogli spotkac sie 2z uczestnikami seminarium w
celu omowienia problemow dotyczacych projektow na ich terenach.



Stymulacja budownictwa mieszkaniowego
Pobudzenie zainteresowania Projektem Finansowania Budownictwa.

Sformulowanie koncepcji rozwoju budownictwa mieszkaniowego w sektorze
prywatnym.

Rozwijanie umiejetnosci planowania i organizacji projektow.

Doprowadzenie do dialogu i komunikacji pomiedzy wszystkimi
uczestnikami seminarium.

WORKSHOP OBJECTIVES

Stimulate housing production.

Cererate interest in Housing Finance Program.

Introduce concepts of housing development in the private sector.
Build skills in project planning and organization.

Establish dialogue and communications among all participants.



Seminarium Finansowania Budownictwa

GLOWNE PROBLEMY

Ocena nieruchomosci i wycena ziemi.
Przetarg konkurencyjny.
Szacowanie i kalkulacja kosztow.

Analiza rynku; dostepnosc finansowa projektu; ocena oplacalnosci
finansowej projektu.

Stosunki Bank - Kredytobiorca.
Projekt i technologie budowlane.

Proces opracowywania projektu mieszkaniowego i cyk! realizacji
projektu.

Housing Finance Workshop

KEY ISSUES

Appraising property and land values.

Competitive bidding.

Estimating and calculating costs.

Market analysis, affordability, and financial feasibility,
Banker - Borrower relations,

Design and construction technologies.

Housing development process and development cycle,



Program Pozyczek

Bank Swiatowy

Rzad Polski

Narodowy Bank Polski
Fundusz Pozyczek Hipotecznych

Bank Lokalny

Kredyty Budowlane

World Bank

l

Kredyty Hipoteczne

Government of Poland

National Bank of Poland
Mortgage Lending Facility

Local Bank

|

Construction Loans

]

{

Permanent Mortgage Loans




Kredyty Budow!ane

Fundusz Pozyc:zek
Hipotecznych

Bank Lokalny
Kredyty Budow!ane

75%

Investor

Wplata Gotowkowa

Koszt Projektu

25%

Kostz! Sprzedazy Mieszkania

Splata Kredytu Budow!anego

Zysk

Construction Loans

Mortgage Lending Facility

Local Bank
Construction Loans

75%

Investor

-~ Developer

Cash Deposit — Equity

Total Project Cost

Construction Loan Repayment

25%

Profit



Kredvty Hipoteczne

Fundusz Pozyczek
Hipotecznych

Bank Lokalny
Kredyty dipoteczne

Osoba Kupujaca Mieszkanie

Uplata Gotowkowa

75%

Koszt Sprzedazy
Mieszkania

257

Splata = 25%
Dochodow Miesiecznych

Mertgage Loans

Mortygage Lending Facility

Local Bank
Mortgage Loans

Buyers

Cash Deposits

75% Total Sales Price

Repayment = 25%
of monthly income

25%
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MIASTO

Ocena
Mozliwych
Lokalizacji
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World Bank Poland Housing Program
June/July 1991 Training Program

Overall Presentation
Pollow the Project Preparation Flowchart

1. [dentify Site and Check Infrastructure

The first step in the develcpment process should be the identification of
a suitable site that can be acquired or leased where the owner is prepared to
enter into a joint venture. By suitable we mean a site that is easily develop—-
ed without extraordinary costs. Site selection for the HFP should take into
account the fcellawing:

. Location relative to infratstructure services
Location relative to community services

. Location relative toc transport

Size, shape, soll, and drainage characteristics

Uses of adjoining properties and environmental issues
. Cost

O 00 o0

Projects proposed under the HFP generally should be urban in-fill sites,
modest in size, with all utjilities in the adjacent streets, high levels of
services, inexpensive to develop, and moderate in cost,

Criticismg of project:

a. Takes too muzh time — city thinks it can build preject in 3-year
phases;

b. Too far away from city center -- lacated on periphery;

c, Too far away from infrastructure -~ 600 meters to nearest heat
chamber, 200 meters to water line; 150 meters to power line;

d. Too close to gas main for project to be built near street;

e. Too far from public trangportation;

f. Poor access to retail stores;

g. Infrastructure sized for 300 additional units to be built as part of

another project at some later date; and
h. Failure to address other issues.

2. Prepare Market Analysis and Respond to Marketing Efforts

A developer always should have a specific market in mind when developing a
housing project and design the project to fit that market. Housing in a market
economy is market-driven; to be successful, a developer should supply what the
market wants to buy (demand). Once a site is identified, a market analysis
should be conducted to determine, based on local demographics, estimated
household incomes, housing need, and housing type preferences, th2 magnitude
and characteristics of the local! housing market.

Obvicusly, the market can be stratified according to different levels of
affordability. The target market for a project should be based on specific
levels of affordability of a porticn of the averall housing market and the
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project designed to meet thase financial parameters. Projects propesed under
the HFP generaily should target the household market where current housing need
(effective demand) is the greatest.

Criticiams of Project:
a, Praject is an employee cooperative, which assumes employees will work

abroad, earn high DM incomes, thereby enabling them to make larger
deposits and qualify for larger mortgages:

b. Numker of employees smaller than number of apartments in project;

c. Employees' East Berlin contract will expire soon;

d. Proposal does not addressthe number of non-company =mployvees, their
incomes, and whether they qualify for tFP mortgages; and

e, Apartments range in size from 57 sg. meters to 97 sq. meters (i.e.,

they fit the old model series).

3 & 4, Freliminary Projection of Architec :ura!l Plans and Estimation of

Preliminary Projection of Project Costs

Urban, high—density housing projects have the highest economic feasibili-
ty. Three types of projects can be constructed rapidly and efficiently on
serviced, urban land parcels:

a. In-fill projects;
b, Site {ntensification project:s;
c. Attic and rooftop reconfigurations.

To maximize utilization of the site and available infrastructure, four~ or
five-gtory, walk-up structures will be considered the norm for new construc-—
tion. The design of such structures should attempt to minimize the mumber of
stair towers serving the units. "Corridor" laycuts and "point" designs (with
units radiating from a central core) serve this purpose effectively.

Utilizing the "traditional” Polish construction method, a net usable area
of 60 5q. meters appears to be a generally affordable size of unit. Larger
units should be excluded from the project design unlesa market analysis and
presale efforts support the construction of such units, To facilitate canstuc—
tion efficiency, a minimum nupmber of layout designs should be Included in the
building design.

On a per capita basis, Poland has only one—third the commercial/retail
space of Czechoslovakia or Hungary. When applicable, gound level retail space
should be included.

Off~street, cavered parking space should be another critical design
element. Sublevel parking is the recommended solution. Other alternatives
such as multi~leve! facilities or ground-level enclosed garages also may be
appropriate.

Evary effort should be made te incoporate medern construction and energy
efficiency caomponents into the project design. Building technigques which will



reduce both the time of execution and material usage should be explored.
Insulation methods that exceed the current low Polish standard are desired,

Improved building technologies and construction methods will lower the
cost of housing in Poland, Immediate attention must be directed to improving
Job-site management. Improving the effectiveness and efficiency of the
following activities could bring substantial cost savings tae the project:

t1) Cost estimating

(2) Scheduling

{3) Purchasing

(4) Job-site management

{5) Crew organization and monitoring
(6) Worker safety

(7) Materials handling

(8) Cost tracking

(9) Project execution.

However, longer—term improvements in building methods and materials are
required. Upgrading these aspects of the construction process will shorten the
required construction period, thereby reducing both construction risk and
capitalized construction cost.

Other advantages of improved building technologies would include increas—
ing the ugable space in the structure; reducing the volume of materials in
foundations, shear walls and exterior walls; increasing thermal efficiency,
reducing sound transmision, reducing long-term maintenance costs, and enhancing
the attractiveness of the project.

Improved building technologies would include:

{1) Reusable formwork

(2} Poured-in-place concrete technology

{3) Concrete pumping equipnent

{(4) Modern curing and strengthening compounds

(5) Improved ceramic block materials

(6) Use of interior studs and drywall construction

(7) Concrete structural frame construction

{8) Concrete post—and-beam constructiaon

{9} Modern exterior finishes that will reduce the high maintenance cost
of traditional stucco.

Each individual building project should be completed within 12 months of
ground breaking. Such a time frame will require radically improved project
management systems and execution practices from Polish contractors. To meet
this requirement, projects must also be broken up into smaller, separable
phases or components. Each of these phases can then be initiated, completed
and sold in the 12 month time span.
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Criticisme of project:

a. Too much space for stair towers;

b. Too material—-intensive construction methods (too many load—-bearing
walls).

c. Too many unitg for l-year completion —- phasing needed;

d. Total area to net usable area ratio is relatively good at 1.32 -~
comparable ratjos for the proposals submitted to date range from 1.15
to 2.5;

e. Above ratia implies net usable area exceeds 70% of total area, bu%t in
US low end of range would exceed 80%;

£, Calls for use of traditicnal construction methods;
g. Could improve ratio by removing drying rooms, while supplying
stackable washer/dryers to satisfy tenants’' needs; and
h. Also could increase the number of corriders around astairwell.
b, {Cantinued)

Criticisms of Project (aszk questions):

a. Does the proposal use measured, real quantities asg take-offs from
actual plans? 1i.e., are labor hours, productivity measures, and gso
forth computed using current systems rather than outdated, centrally-
determined standards?

b. Are material costs and sources computed on the basis of lagcal
supplies rather than cost in the Warsaw market?
c. Does the proposal specifically recognize transportation, delivery,

and storage costs?

Does proposal explore possibility of renting idle combinat equipment?

e. Does proposal take advantage of greater efficiency, praductivity, and
time—~savings by using subcentractors rather than in-house workers?
If so, how does the contractor plan to control and coordinate the
subcontractors' activities?

[«

S. Prepare Application for Site Permits;  Review and Approve Site
Permits

The building permit process consists of three steps. The first step
sccurs at the city level when the developer applies for gite (land use)
pernission. The city specifies and confirms the lot, its zoning, long—-range
goals for the property, itg access to infrastructure, soils and ecological
conditions, and points out what additicnal, back~up documents the daveloper
will need in order to fulfill the requirements of the next two steps.

6. Establish Financial Feasibility

Review all financial aspects of the preliminary development plan to assure
that ail costs have been properly counted.

Varify that sources of payment have been identified for ail! project costs,
including infrastructure, as well as direct construction costs.
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Ascertain that an adequate profit will be realized, and that the profit
reflects the risks that have been assumed.

Prepare preliminary estimates and obtain deposit and down payment commit-—
ments from proposed buyers.

Obtain a commitment from the local bank that the proposed housing units
will qualify for permanent mortgage financing as long as they are built to the
approved plans and specifications, subject f£o the qualifications of the
proposed buyers. Obtain cash purchase commitment from other buyers.

Criticisms of Project:

a. No affordability study for workers in company coop.
b, For non-company co-op members, the proposal does not atteampt to
identify the clientele or to establish what they can pay.

7. Obtain Purchase Commitments
Ascertain that half or more of the units have quatified buyers (either
cash buyers or ones who should qualify for loans),

Review preliminary sales contracts to determine that all proposzed bor-
rowers are likely tao qualify for individual mortgage lcans from the local bank.
Buyers not requiring financing muat have an assured source of cash for the
purchase of their units.

Estimate the deposit and down payment requirements and meet with all known
buyers to verify their continued participation in the project, before present-
ing the final application to the local bank.

Criticism of Project:

a. So far, no cash commitments obtained.

8. Developer prepare application for project loan
Criticisms of Project:

No financial projections made.

Ne equity paid in or depesits collected.

All sources of financing in the "other"™ category.
No competitive bidding.

No sguare—meter cost breakdown.

No calculations on interest payments.

No cash flow projections.

6a "hik GO T W
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Bank review loan applicatjon and issue_tentative compaitment

In reviewing the application, the lender must be satisfied that the
Borrower has the ability to manage the project, meet scheduling commitmentag,
successfully complete the project and repay the loan. To a large extent, the
Borrawer's ability to perform is directly related to his/her character,
financial strength, experience with similar projects, and the quality of the
collateral in conjuction with the Borrower's investment.

Though subjective in nature, these factars can be assessed thraugh
analysis of the application itself. The following steps can be useful in a
lender's analyszis:

(1)

(2)

(3)

(4)

(5)

(6)

Is the application form complete? If not, what was left out and why.
If the cash flow information is missing, does the Borrower understand
the principle and importance of cash flow? Can he or she express
cash flow in a different format?

Examine the details of the cost analysis, square meter costs, the
worksheets, and all other information on the project. Do the numbers
all add up correctly? Do they make sense relative to your experience
in lending to ather projects?

Complete your own analysis of the numbers presented. Do you agree
with the Borrower's conclusions? Does the cost of construction and
project budget atcurately reflect all costs? Are you satisfied with
the source and uses -f funds?

Does the proposed site itself make sense? 1Is it close to transporsa-
tion, shopping, infrastructure (roads, water, sewer, heat, electrici-
ty ), church and schools? If off~asite infrastructure is not avail-
able, how soon will the municipality be able to provide the infra-
structure? BHas the local government considered the project and
approved the infrastructure development? Will people want to buy and
{ive in a unit located on this site?

Including accrued interest payments and total cost of the project,
what is the expected sale price of each unit? Is the sale price
competitive? [s the sale price calculatad in relation to the
desirability of each unit?

How does the sale price compare with the value of comparable proper-
ties? Will prospective buyers find the same or better properties at
cheaper prjces?

Has the bank conducted an appraisal of the project? Does the
appraisal support the prica?

[5 the sale price of individual units affordable by prospective
buyers?

Y
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with

(9) What is the source of the Borrawer's equity? Is it all cash? Where
does the cash come from; how much of it is the Borrower's? Is a
portion of it fram Purchagsers who have agreed to pre~sales? If szo,
axamine the pre—sales agreement. What happens to the sale price in
the event of cost overruns? Who will cover cost overruns? Haow will
they be covered?

(107 Hhat is the liquidity level of the Borrower? What is the liquidity
level] of che Purchaser? Do the Purchasers who have agreed to pre-
sales meet requirements for a mortgage loan?

{11} Who is the Contractor? What i3 the financial strength or other
rescurces of the Contractor? What is the contractors experience and
ability to complete projects on time and on budget?

{12) Apnalyze the Borrower's personal cash flow. Is he/she making cr
losing iconey now? Does the Borrower have enough cash to meet his/her
daily commitments? What impact will this project have op the
Borrower's cash flow?

{13) Conduct sensitivity analyses on the project's costs and cash Fflow.
What happens if the project is completed six months late? How szensi-
tive is the praoject to changes in interest rates? Does the Borrower
have flnancial resources to overceome such difficulties? Cculd the
sales wrice be increagsed to accomodate such circumstances? Will the
Purchaser be able to afford an increased unit price? Will the Pur~
chaser be willing to buy the same unit at a higher price?

(14} In the final analysis, what would your bank do with the property
should the worst situation occur and the bank ended up owning the
property? Haow would you complete the project? Does the project
budget provide for developer's fees? Would the bank be able to szaell
the units and recover it loan, plus foreclosure expenses?

Criticism of Project:

a., Proposal does aot address questions raised earlier in this section.

The second step of the permit application process involves interaction
the voivod administration. The offices involved are the following:

a. Yoivod sanmitation inspectorate -- gives opinion on waste management,
septic tauks/fields, on-site locaticn of garbage cans' waste recepti-
cale, permission for sewer hook—-up to water main,

b, Vaived fire department -- input re: fire, land location, turnaround,
and fire protection zones.

c. Local clectric utility.

d. Ecolcgical waste management and geology office: identify what



existing green arsas requite protection, reviews project, and
specifies heating fuel.
. Gas department —— permit for hook-up and/or use of heating gas.

@

f. Energy department -~ reviews technical supply parameters in light of
energy ragerves,

g. Regiocnal water supply and sanitary storm sewer —— level of water
treatment required and permit for drilling for new water source
from/with vaivod geologist.

11. Revise design _and cost_estimates

This ts a revision of Item 4, above,

Criticism of Procject:

a. No way to revise design and adjust cost estimates because preceding
steps not completed.

12. Request bids; Evaluate & select builder

After the architect has revised the project dezign documents and the
owner/developer has established a reaszonable budget for the project within the
project finange guidelines, he should then request formal construction bids
from gqualified companies to build the project, The competitive bidding phase
is compoged of 7 steps as fallows:

(1) Compile list of prospective construction firms qualified to perform
work;

(2) Send out invitations to hid, identifying nature of project, overall
praject guidelines, where to gee/how to obtain, copies of plans and
specifications, bid due date, "statement of qualifications" to be
submitted with bid, etc.;

{3) Send out plans and specifications ta bidders who respond;

(4#) Receive bids & review qualifications of bidders; identify bid range
from among qualified bidders;

(5} Review cost proposals, building schedules, and cost variations around
high risk items (plumbing, electrical, foundation/excavation, etc.);

(6) Select lowest (feasible?!} bid f{alt; throw out lowest and highest bid,
compute average of remaining bida, select bid ktelow and closest tc
averagel.

{7 MNotify winning bidder of intent to award goentract and notify other
bidders of winning bid, cost range and position of their bid in the
bid range (and amount?)}.
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14,

15.

Criticism of Project:

a. No competitive bidding and therefore no evaluation of bids.

Review Financial Feasibility & Affordability

Criticism of Project:

a. Mo review of financial feasibility and affordability conducted because
no initial study undertaken.

Bank igsue final commjtment

Criticism of Project:

a. Final commitment unlikely without 25%, more realistically 40%-50%

downpaynent;
b. No in-kind contributions acceptable; and
c. Should be paid into a trust acaount or to bhank.

Negotiate copstruction contract

After detailed design drawings and specifications have been drafted, and

after the project schedule for each major phase has been fixed, the owner and
the contractor will negotiate the overall amoeunt of the contract and the
schedule of payments at each major construction milestone. Other terms which
may be negotiated can include:

1a.

{1) Contingencies, allawances and project reinburseables

(2} General conditions (usually a percentage of construction cost)

(3) Working capital provisions and payment method

(4) Penalties and bonuses

(5) Subcontractor payments and retainage (if applicable’

{6) Insurance and reporting requirements.

Criticism of Project:

a. How could dne incorporate guaranteed maximum price of unit, contrac-
tor performance bonuses, cost—saving, and distribution provisions
into contract agegotiations?

Secure Building Permits

With the city and voivod department approvals in hand, one proceeds to the

third step af the permitting process: the ZTE and the PTI.
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a, OBeneral project descriptiord.
b. Iafrastructure quantity cost astimation.
c. Site development.
d. Site plan.
@, Working drawing and spscs.
f. Construction plan.
17, Begin counstruetion: manadd preoject; control costs

When construction financing has been secured, the construction contract
has been negotiated and final construction permits have been received. The
contracteor should then begin work in the field. Prior to thisg time, the
project schedule for each phase of work should have been established, materials
should have been ordered and/or delivered to the site, and arrangements made
for utilities on site.

Once the work has begun, the contractor should keep a daily project log
onsite, and should fill out weskly progress reports to document the project.
The architect's role in this phase of the work is te assure that what was
called for in the plany and specifications is actually constructed. The
developer/owner may also want to use the services of a construction manager or
project manager to assure thac the project is broyght in ahead of schedule and
under budget.

The whole purpose of project management i3 to assure that the project
objectives with respect to ccat, time and quality are attained to the ultimate
benefit of buyers of the units.

The Architect and the contractor should utilize a simple project cost
control system which at any point during the construction process can provide
up~to—-date information about:

(1) Budget for each project cozt element (projsct phase)

(2) Committed costs {(buyout amount) for gach cost element

(3) Amount spent for each cost element (already paid or incurred)

(4) DBalance remaining to be paid far each cost element

(57 Contingency for unknown project elements (anticipated costs not yet
committed), broken into har. and soft costs

{(b) Projected Final Cosc for each project element.
The primary purpose of this system is to assure that project budgets are
not exceeded, and that the averall Projected Final Cost is known throughout the

construction period. It alsgo serves as a too!l the contractor should use in
preparing drawdown requests for work that has already been completed.

)
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174. Draw_requests, inspections, and djsbursements

Each draw request must be examined for accuracy and compliance with the
draw schedule:

{1) Did the borrower sign the regquest?
(27 Did the Construction Manager and Project Architect sign the request?

{3) Does the request breakdown previous draw requests (i.e. the amount
and percentage already paid) versus the current request?

Inspections must be completed by or on behalf of the bank prior to each
disbursement. This can be achieved through the following contract relation-
ships:

{1} Contracting with an engineering firm or an independent builder to
conduct thorough inspections

(2) Use personnel inside the bank with recent construction experience to
conduct ingpections.

In either case (and noting that item (!) above will probably be most cost
effective), the inspector must visually and physically inspect the site.
"Drive-~by" or "windshield" inspections are not sufficient.

The inspector should report back to the bank an the following isszues:

(1) Is work completed equal to the draw requast?

(2) Is the gquality of the work satisfactory?

€3) Are there any existing or potential problems that will affect the
cost of censtruction, the work schedule or the quality of work?

{4) Does the ingspector agree with and reccmmend approval of any change
ordeys?

(5) Does the inspector recommend that the draw request be approved?

Once the lender is satisfied that the draw request is accurate and justi-
fied, and that trhe work completed is satizfactory, then the disbursement can be
made. The lender should keep track of all developments in the loan, making
notea for the file on progresg, problems, delays and the like.

The same procedures and issues apply to the Final Inspection, There,
however, the project should also receive final certification of completion and
verification it ia ready for occupancy.



Criticism of Project:

a. No breakdown of contingepcy reserves between construction and soft
costs.

18. Finish constructiony Punch list; Close out_job

At completion of construction when the project is ready for occupancy, the
owner /developer should gsubmit the final draw request to the local bank for
final payment due the contractor and for other reimbursable project costs.
Payoff of the conatruction credit from the purchasers' mortgage credits should
be completed as rapidly as possible in order to minimize ongaoing interest
charges.

However, the owner must asaure that all vendors of materials, subcontract-
ors and workmen on the project have been completely paid for all the work,
services, or materials theyu provide to the project.

Reconmend regular progresa meetings because time is essential for project.
In addition, discuss:

a. What is the appropriate role (beyond design) of the architect during
the construction process?

b. At present, just three draws during project's construction phase.
How many additional draws might be appropriate?

C. Utitity of site meetings with developer, banker, architect, and

primary subcoatractors.

19. Sale and Closing on Completed Units

Following completion of construction, possessian of the individual units
is taken by the individual purchasers {(the legal form and status of the
transaction is as yet uncertain). Repayment of the construction loan can be

fulfilled in one of two ways:

(1) The individual ouwner assumes a mortgage oredit (presumably utilizing
the World Bank financing program)

(2) The unit is purchased in cash

The final step in the project process is the documentation and closing of
the mortgage credit.
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Foiand USAID/Worla Banlk Housing Prcgram
8 June - i1 July 1991

Traininz Notes trom Phillip D. Jones

The 19-step Project Deveiomment Flowchart was w.ed as a handout to illus-
trate the Housing Program to the participants. At Step b, the deveicpurs,
shiould bring tozetner the kaniks and buvers to assure that the proposed housinz
will he acceprable to the banks and aifordable to the buvers. Thz initia.
analysis of affordabiiity snould he done betore tne developer has spent a Ireat
deeal of time and meney on his project. After the developer has verifled that
he nas potentiai buyers, and that a bank can be made interested, ne should
continue his work to develop the project. This will incluce ancther detad led
Affordability Analysis after the full costs of the project have been estimated
based on complete architectural and construction details.

buring the workshups the Affordability Analysis for indiviaual projgects uvas
used to demonstrate the required incomes of buyers under several different
lerding terms and conditicns. The illustrations were taken from several
iteraticns of the same project under the varying conditicns that can reascnab.y
bLe expected from the program. The Affordability Analysis spreadsihect is
designed for bankers and f'inancial exgerts, and gives too much obscurz iatocma-
tion for the types of audiences attending the training -2ssions. Theretfore,
only the infermation on the DiM was presented on the wiackboard. This ailovea
the consultants to limit the discussion to the aspects of the world Bank
Housing Program that are now under consideration, rather than havinzg :the
participants get deeply involved in asking for other types of mortzaze instiu-
ments. The consultants demonstrated that the Dual Indexed Mortgage can work in
any inflatvionary environment, as long as there is a reliable source of funcing
for the lLiquidity Fund.

[llustrative Monthly Income Distribution

In the better projects affordability starts in the range of 3300 per mcnth.
The Tllustrative Monthly Income Distribution curve was used tc demonstrats the
wssible range of family incomes. The numbers used in the seminars were nct
bused on any puolished source. We didn't find any such source. Rather, zt th-=
early workshups we aslked the participants to react to the Jdrawing of d:ifferent
income distribution curves, and ftinally settled on the one shown in the report.
The curves were drawn on the blackboard and th= income range of the likeiy
potential clientoele tor the program was shaded.

The purprose of bringing ccnsideration for the end-users :nto the discussion
carly in the development process was (o demorstrate to the participants that
the oid housing syvsiem in Poland Jdid not consider the end-users the sare wav
at u market-oriented system must consider them. The discussions that
Collewed “hese presentations revealed that there has been almost no marsze-irnz
' ~he oroposed housing projects.  The devielopers have gencraliy leen archi-
neets and desidners who have produced oreiiminary pians ror projec:is that wollad
nacee it very vell uncer the oila system, but which will have to be onaresd i
they are e Ll into a nes marset-orisnued housing systeoem,


http:cnar.,_.ed
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Target Cl:ientele

The ccnsultants used an illustrative pie-chart to direct group discussion o7
the ownership ot nousing in the redgions oi the workshops. The chart used 1in
the report is typical of the ownership possibilities we encountered. The four
maln ownership types were listed: Co-op, Communal, Private, and New Co-op.

The proncsed Worlid Bank Housing Program is expected to be directed to private
ownership of apartments and houses. Therefore, the Private and New Co-op pie
sections were expluded out of the pie and shaded, to indicate that they
represent the likely potential clientele.

During the workshops, the consultants would draw a large circle and usuail:r
discuss the cwnership distribution in the local region. At the later worikshops
we had less discussion of the local situation, but still talked about Lcozl
variaticns. The participants of'ten were interested in developing more ccmmunai
or old style cec-op housing, and the pie chart served tc focus the dgroup cnto
the pctential for their future participation in the World Bank program, wi-th
its emphasis on privately-owned housing.

Tllustrative Loan Balances

As part of the workshop dealing with the bankers, the consultants presented
a drawing illustrating a typical DIM, with a construction loan beirg tu:rned
into a permanent loan, inciuding capitalized interest during construction, a
large downpayment paid by the buyer, equity from the developer which wili
likely be the downpayment trom the buyer, and then a permanent mortgage ioan

for which the balance increases for several years, then decreases as the
borrower's payments become higher than the interest.

The drawings used in the workshops were similar to the one shown in zhe
report entitles Illustrative Loan Balances. In that chart the vertical scale
represents the lcan balance in millions of zlotys. The horizontal scale
represents time. The lett half of the chart is the construction loan and is
scaled in months. The right halt is the permanent loan and is scaled in yvears.
There are two examples of permanent loans, including the Dual Incexed Morrtcace
vhich increases for several years with high inflation, and an amortizing ioan
which would also be the case of a DIM in a low-inf'lation environment.

During the vorkshops with the basic drawing on the board the ccnsultants
demonstrated how the term of the permanent DIM loans would chanzge wich in-
creased or decreased intlation. This would also demonstrate that nicner income
buyers vould zsnerate less negative amortization than lower income buvers, and
~hut the same buver would par the sume eacn month nc matter which house sire e
vould puy, and no matter how much the cewnpayment. The maximum lozn siz2 ¢r 3
times 1ncome vill encourage the baniks to require a higher downpayvment tan the
World Bank would require, in order to limit the bank’s exposure to necative
amortization,

W



APPENDIX 2

Project Case Studies:

Affordability Analyses



5 July 1391

Foland/World Bank Housing Frogram - July 1891
Kluczbork -~ 107 units

Affordability at: 13.00% annual dollar interest rate
25.00% annual zloty interest rate.

Downpavmentc of 25.00Z of house sales price
Frices as of 4/9)
Sunstruction period of 12 aonths
Yneludes daveloper profit of 52 faounts in dollacs or fhousands of Ilotys
Loan Fayaents not to =sceed 40% of munthly income if level paynent. Us 31 = 1i000 zlotys
Laan Fayments will be 752 of agathiy income iF DIN.
Loan dsount can be up tc 5 times stated incoae if DIM.
Typical  Sales 755 loan  Months Months Honthly  Monthly Incomes in dollars, today's ilotys, and future 2latys.
Units Price  Downpat Aacunt pay  save Payment $200 $300 $400 $500 $600 5700 3800 900 1000 1100 1200 1900
size 2200 3300 4460 SS00 6500 TTO0 9800 9900 11060 17100 1TU00 14508
a2 2464 2656 4378 6160 7392 664 SBSG 11088 12770 13557 14784 1GCIA

$/21 000 $/2L 000 3/ZL 300 $/721 900

Tye. A $ic,B68 4,217 312,651 160 5 #60: - -~ - 32 I T 2% 8% 16l

§d DIN Payment @ 790 8 n/a  n/a S100 §125 $150 3175 €200 $225 4750
220,881 55,270 165,661 1RO B 358 - - - - - - 6T I 28
O Payment 2 253 2L a/a  w/a 1207 1540 1648 2156 7464 2772 7080

Hin. Interest 3,45} ALV I R T (T SUS |T R Y B 1
Typ. & $19,310 34,978 314,301 {30 26 $83: - - == G8Y 31T 1% MY Nz R
56 DIM Payment @ 755§ n/a  n/a  n/a $125 €150 $175 $200 $275 6750
260,722 65,181 195,542 180 I I R T .. A [ V4

DIN Payment @ 253 2L n/a  o/a /s 1540 1843 2156 2464 27?2 20980

Ma, Interest 3,073 no "M o " m  ne na na o
Typ. € $73,06¢ $5,706 317,798 180 B 290 - -~ - - 3BT 3jE 2T Wy 2%
5 DI Paymant 3 2588 n'a a/a n/a $125 3150 3175 €200 8295 £250
362,028 75,507 126,521 18O 16 483 : =~ - = e e e e 95y

OIM Payaent 3 250 2L n/a /a4 w/a o/e 1848 2156 C4B4 1777 666

Hin. Interest 4,718 M PO A0 R MO RO RO D ho
Tvp. O3 327,308 35,3277 $20,931 180 76 i R T ST S K+ S T AL H+
ag DIN Payment @ 2528 /e n/a /2 n/a $1S0 SITS $200 3275 750

365,449 9{,362 274,087 ‘80 w0 59,8830 - - e e e e e e

DI¥ Payment 4 292 2L /s w8 nfa nle  ade 2158 S4B 772 30RO

Min, Interest 5,710 VIR C T T S 6 B | IR |1 B ' B, B

N

Stated Inccees: Dollors 8200 $300 3400 3500 3600 700 $6°0 350 1660
How 7L 500 T200 3300 4400 5500 S6O0 TTH0 2500 900 :i09n
Foture " 2464 JBS6 9978 £18G 7297 8B4 G8SE 11669 12200
eneral Notes.
1. Maynents do rot incivde charges far water, electricity, haat, ground rent, end other services.
2. lnit sales price :includes any garage. coeaon area, Jeveioper profit, and interest during comstruction.
7. "onths Fay" is taitial espected repavaent peried.
4, "Mopthz Save" is the down pavaent divided by the wcroal sonthly payeent.

G. "onthly Fayeent” is cecular piyeent usieg an unindesnd level-pavaent sortgaga,

£, "DIN Papaent & ISU° 12 1nitial aonthly paysent using Duel-Indexed Murtgace plan,

UL "nfe" indicates tnat morbzage amaunt 2xceeds sbated nusber of tizes sunthly income cr is utherwise Mot wifordab
B, "--" indicates payment :vcteds ztated percentage of monthly incose and therefore is Not affordable.

4. Zinty incoaes are g ab noa and ane sear from now.

Jollar incumes sssumed o remain constant) zlety incomes increase bv the difference in annual interest rites,

55 12 1

Aeh
3275 8300 832
ey oI
7209 3637 004
no 0K
175 18% 1ty
$270 $209 3078
3¢ 238 UaY
2368 2696 4004

fig 1o "

LU S TSI Y
$I75 8300 #32

BrOWTOM
1398 IE36 eds

TR I %

g A 1
$075 $200 $22%

- I
3383 2686 40N

TR I

OO0 200 1300
1T196 13209 137206
$5E57 12784 16015

le,

Min, Inbarest” Us inan saound tiaes tloty iaversest -ata for ane sonth. "OK" ar "ne” ingicates if DI paveent covers intereac.

3N
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Foland/Waorld Bank Housing Program -  July 1991
Kluczboric - 107 unitis

Atfardability at! 13.00% annual dollar interest cate.
25 .00% annual zloty interest rate.

1

Page {

Downpayment of: 50 .00% of house sales price
Frices as of 4/9)
fonstructian period of i3 aonths
includes veveloper profit af 0% Anounts in dallars ar Thausands of 2lotus
Loan Payrents not to exceed 40% of sonthly incose if level payaent. Us 81 = 11030 zlotys
Lagn Payeents «1ii be 255 af sonthly inceme if DINM.
Loan Amount can e up to 35 ‘iaes stated income if BIN.
Toprcal  Sales 503 Loan  Honths Months Fonthly  Monthly Incomes in dollars, today's ziotys, and futurs Listvs,
Units Price  losnpat fenunt  pav  save Pagnent 3200 3200 3400 $500 SHOO 3700 £300 SO0 000 IGO0 705 (TC
size Z20¢ 3000 4400 5500 6600 7700 BR800 3500 11000 12109 17200 14%00
02 2464 3536 4328 6160 392 9R24 3856 11088 12770 12552 1474 16015
3721 009 8720 000 $/2L 566 $/7L 006
Tp. A 36,485 38,247 88,247 185 73 $104 0 .- 5% 2B ZIY T OIST 2% 12T 402~ - -
48 DIM Pagment # 35T 3 /3 375 $100 3125 8150 3175 $200 3226 3250 775 $%06 870
211,805 165,502 105,507 180 22 - — -~ 9% 3% e 23Y 20r 8% 1Ty Sy jas
DI Payment 3 253 2L n/a G264 1207 1S40 1848 CISG 2464 2772 7000 2793 655 404
Min. Interest 2,206 no a0 om0 o no ono 0K DKk DK Qv av
Typ. B 519,458 $9,779 39,774 120 PEs $123 0 - .- 3T W/ oAr 18y ISy 6% 1%t tln 6y -
56 OIN Payment 2 753 8 n/a 375 $100 SI25 €50 3175 $200 3205 $250 377 4500 37°%
250,008 125,004 175,304 130 41 2,888 - - -~ -- 3Gy Y 77T oMy oM o0y 8y i7s
CIM Payaent @ 757 2L n/a 924 1217 1S40 1848 2156 2464 2777 72080 32788 3655 504
Nin, Interest 2,604 me a0 np0 n@ no om0 e OKOOKOW K K
Typ. G $22,541 611,770 811,270 120 73 S92 0 - .- 3B 79T MY 208 BT QBT 14r i i Iy
k5 DIM Payrent 2 251 3 nja n/a S100 $125 3150 $175 $200 £225 4750 215 »709 3975
269,616 144,808 (44,808 igd 03,9820 - - .- — - BT OY ME o5y 2% Mooy
Jin Pagment A 753 IL o/a n/a 1232 1S40 1848 2156 2464 TTTD 0RO 5703 1636 40gs
Hin. Interest 1,017 M no m R0 Ko ne M o 0K K OK Or
Typ. (&E $20,27% 317,337 13,637 180 73 130 - - .- 38D 29T %Y 20T 19 ITT OIRY 147 iy
30 DIM Payment 8 75T S n/a  n/e 3100 $125 BI50 $I17S 8200 3225 3250 $275 300 37
366,43 175,215 175,215 196 A L e T ;e TS S 1 S S S V0
OIf Payment R 755 2L n/a nfa n/a 1540 1848 2156 2464 2777 S0%0 1OBE LI i
din, interest 3,650 o ag N0 Mmoo ne n@ nd a0 ng 0K
tated Ircomes: Dollers 1200 $300 3400 3500 4660 $700 $BOA 900 (0G0 O0 45 o
Now 2L 000 7260 000 4300 5500 SAO0 7706 G400 1900 i1GO0 12160 1205 13360
Future " 746% 3636 4825 E180 357 E6I4 SHSH 11088 12770 13557 14734 185)A

2
{
n
L
q
3

FUR~ TN

i,

seneraj Hotes:

Paysents do aat include chargas for sater, electricity, heat, Jround rent, and cther services.

Unit sales price includes any jarege, cosmun area, developer profit, and intersst during consiruction,

"Manths Pav" 15 iaitial e<pected rapayeent oeriod.

"Honths Save” it the doan paynent Jivided by the noraal lonthiy sayment,

“Hanthly Favaent” i: cegular saysent sing an unindesed lavel-payaent sortgage.

"B Payment & CEYY s smitial aonthly payeeny using Dual-Indexed Nortgage plan.,

"aca" radicates that aerigage smnunt swceeas stated nusber af fiaes aonthly inceme ur ia stherwise Hot wifordahie.
=" indicates pavennt ecceens stated vercestage of sonthly income and therefore is Not Affsinable.

Jlaty incowes arz g of aow and ung gear From acw.

Gallsr incosey asiuzed o remarn conatant. rioty incozes iucrease by the difference in snmual interest rates.,

M. caterest! i jcan .aount fises ilaby tatersst rate far ane sonth. BE ar “ro* indicates 3f DIM pavaznt covers Laterest

I

ESTE
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Poland/World Rank
Walbrzuch -

Affordability

Downpayvinent:

Kuheckiego -

6 July 1981

July 1891
3 phases

Housing Program -
69 units in

at: 13.00% annual dollar interest rate.
P5.00% annual zloty interest rate.
ot 50.00% of house sales price

Prices 15 of 591

Construction perica of
Tncludes developer prnfii of
Loan Payaents nou to eveeed

Laan Payments will sa

Loan Amount cap be up to

iz =zonths

(134 fmounts in flollars or Thousands ot Zlotys
40% of zonthly incose if levei payment, 45§ = 11000 zlotys

252 of aonthly income if DIR.

35 tises statea inccne if DIN,

Fage !

Typical  %ales S0¢ Loan Months Morths Monthly  Monthly Incomes in dollars, today's zlotys, and future zinfys,
Lnita Price  Dounpat nmsount pey  seve Payaent $100 3700 4300 3400 $560 SGCO 5700 300 SO0 1000 119 1000
size 1100 2200 3300 4400 5500 6600 7700 8500 9300 HOGQ ;2100 12207
22 232 2964 3696 4928 AI160 7192 AATY 3956 (10 12770 19552 14704
320 000 $/70 000 $/2L 090 $/7L 000
Typ. 2 $7,592  $3,795 $3,796 180 79 L I 4 A O - N
% DIN Payment @ 253§ n/a  $50 375 €100 $125 SIS0 6175 3200 $275 3050 $975 2300
36,747 48,12¢ 46,174 180 7 1028 -~ -~ 28T AY ITT OB -~ - - -
DIN Payment @ 257 2L n/a 616 924 {202 (540 1848 ZI56 C4&% 0772 2000 1788 1696
flin, Interest 1,003 nm no no Ok 0K 0K OK DK Ox Ok Ok UK
Typ, M3 $10,047 35,070 35,026 130 9 $6he o - A L L B - 1 b A e
45 DIt Fapment @ 2523 n/a 850 $75 6100 #0125 $150 3175 $200 5225 $250 4775 $540
127,778 63,669 63,588 180 0 L,80 — - 7 281 22 18T BT 13r 12y i1y oy -
it Paygent & 257 2L w'a 616 929 1237 1540 1648 7ISH 24R4 D777 3080 3308 R4S
Hin. Interest 1,327 a0 nro a0 mo KOOO0K O OOK O OKOOO KX OOK
0 30 50 30 180 ZRR 0 == - = e e e e e e
9 DIN Pavaent @ 7553 n/a n/'a nfa wa nfa nfa afe wfa '3 3 nla
0 0 9 180 ERR 0! == = = e e e e e e e e
DI Payaent 3250 2L n/a n/a n/a na nfa nfa n/a a3 wa nfa nda ada
fin. Interest 7 0K O X K OO 0K OK @K 0K o o
! 0 30 0 180 ERR 0 — e e e e e e
0 DI Payment @ 2508 vn/a nfa n/a nwa wa ofe nla B Wa ns Wi 04
G U] 0 180 ERR I .
OIf Payment @ 253 2L n/a 0/ n/a &z ns e nfa ' hea nea va wa

seneral Motes:

Hin. Interest 9 K 0K K KK O FOOK KKK

Stated Incomes: Uollars  $100 £200 $300 3400 €500 3500 8700 200 300 1360 {136 20
How 2L 000 1100 2200 3300 3400 5500 6800 7700 5800 900 L1600 (7136 10200
futgre " 1232 7464 6% 4928 6160 7332 BE2¢ GBS6 LI0RB 17079 19557 is7Ae

L. Fayments do nob include charges for water, electricity, heat, ground rent, and other services.

<. Unit sales price inciudes any

jarage, coeson area, developer profit, and interest during construction,

1. "Manths Fay" is initral espectid repayaent period.
4. "Months Save” is lhe down payaent divided by the normal menthiy payment,

5. "Manthly Pavaent” iz
5. "DIM Fayaent 2
T. ‘'nia" imdicates that
a, me-n
B3

e

regular paveent using an unindexcd level-payaent sortgaue.
is 1itial nonthly payment using fual-Indexed Mortgage plan.
2ortgage saunt exceeds stated nusber of Uimes monthly incoae or i3 atheruise
indicates pavnent evceeds stated percentage of aonthly income and thererare is lot Affordable.

Kot Affordable.

Ztely incomes are 55 af wuw and one year from oo,

. loilar incomes aasused tu resain constant] :loby ncoses increase by the difference in onmual interest rates,

YL Mia. dnterest” is 'san aeuurd ciees Doty faterssh eate for sne aanth. UK sr "0 indicates f DN payeeni cavers interest,

=



8 July 1351 fage |
Folands/World Bank Housing Program - July 1931
Crestachaowa - Jobin Paul 11 - 141 units

affordablility at! 13.00% annual dollar interest rate.
25.00% annual zloty interezt rate.

Downpavyment of 50.00% of house sales prics
fricas a3 af asdl
Construcilon pericd of 26 =onths
inciuges developsr profit nof % Asounts 1n Dollars or Thouaands of Zlotys
Loan 7ayasnts not fc exceed 0% of aonthiy income if level payaent, Us 81 = 11600 zletys
Loan Payaents will be 25% af eonthly iacose 1f GiH,
L03T ARount can be up to 35 tiges stated inccae if DI,
Tupical  3dales 503 Loan Nonths donths Monthly  Hoathly Incomes in Jollars, today's zlotys, and future ziotys.
intts Price  Jownpat Raount pay  save Favaent  $100 3200 5300 3400 3500 3600 SO0 300 200 1040 ifog 104G
5128 1100 2700 3300 4400 5500 GBO0 7700 5800 9300 !{00G 7100 ion
LY} 1232 24h% 3696 4920 GIGG 7337 8624 356 11088 10270 10857 14784
$/TL 000 $/2L 500 /2L GO0 §/20 i
0,5 $11,325  ¢5,317 35,317 130 79 5 - an Sy 19 8T 1% Y - e - - s
58 DIN Payment 3 252 8 n/a 850 875 100 $125 $150 3175 3200 $2°5 3250 327% 3040
if5, 142 TT.5TL 77,571 180 LT L e T SR S SN 1 A ¥ D [ SN IS V- D1

DIM Payaent 4 258 2L n/a  BI6 928 1232 1540 B46 2156 2464 2770 0RO 9083 7836
Hin, interest !,G16 e no no ne Ao OK OOk 0K XK 0K O f

3,6, 0 $13,317 48,903 36,309 180 3 87 0 - - D% 2y oI oMk ot ol - - - -
&7 DIK Paysent B 252 3 w/a 450 75 8100 $125 $150 $175 $200 3276 $7%0 3275 %00
1g1,206 36,653 90,653 150 & 1L - - - 387 30T 2T 22T 20T 1% et 1er ink

DI Payeent @ 258 2L n‘a /3 924 1232 1540 1648 7T1SB 2354 2777 0RO 1388 1575

Hin. Intersst 1,533 ae e e om0 one ono KGR OK BK 3K K

H,i kL 815,592 §7,7B6 87,786 180 [§] $93 0 - -~ 33 /X W% ler e I 4y - -- -
[ OIM Paveent 2 2538 n/a n/a  $75 5100 5125 3150 $175 9200 3225 3955 3775 $500
204,335 [0Z,157 102,167 !8C I L T 1 S 1) SR AR S0t O 1 L S -V R 144

DiN Payment 9 25 2L n/a n/a 2% 1207 (540 1848 2156 S4B4 7772 7GR0 1338 495

Min. Interest 7,178 ma m m om oa  onp 0K K 0K OR W gk
it $24,616 §i2,309 $i2,708 180 9 $16 0 - -~ - 397 31T %Y 22t 1% 1T 6T 041 1oy
ifd DIM Payment @ 255§ n/a n/a  nfa 3100 $175 ${50 875 3700 €275 8250 STVE €4
322,836 161,398 161,498 150 LI L e i S R 11 A S-S ) DA S A it

OIn Fayaent & 25T ZL o/a n/e /3 1230 1S40 (B4R 2158 aRy 27T 2O@N 73RE a6

Hin. Interest 3,365 21/ S > N+ B 1+ RS 1, SR 1 SO 11> ST v ANt WS N 1 I 4

Stated Incomes! follars 3100 $200 2300 $300 3520 3606 €763 350 330 WGG 1) 1mew

viow 7L 000 1100 2706 300 4400 G500 /600 7700 8BGO 939G {1930 inleh 1763

future " 1232 7464 3695 4578 €166 7392 BEZ¢ 9RGE {1088 12229 13557 isTRs

ozneral Notes!

i, Faysents o ot include charqes for water, electricity, heat, ground rent, and other services.

2. init sales price includes any garage, coreon area, developer profit, and interest during construction,
T, "Honths Pay" {5 initial expected repaveent period.

+. “MantRs Save” iz the Jown payeent divided by the norsal sonthiv payment,

5. “Monthiy Paysent" s reguiar pavaent wsing an unindexed level-pavaent aortyage.

h. “BIN Payaent 3 Z63" 15 {mitial monthly paysent using Dual-Indexed Hortgage plan.

Too"nda" indicetes thal aurtgage amount exceeds stated number of times acnthly income or is otherwise Hot Nffordabie.
d. "==" indicates pavsent sweeeds stated percentage af monthly incose and therefore ts ot Affardable.

a

Jioty incnres arz oa of e and 0o year fros nuw,
i, Joiler incoses assumec fo remain constant) iloly incoses increase hu the difference in annual interest cates.

Vioo"Hing intarest” 1z otoan aanunt tiaes clety interest cate Foroone aonth. K" or Tne" indicates iF D14 paysent vovers interast,

. \x(

A

\
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] Jdi\l 1931 Dage

FolandAWorld Eank Housing Frogram - July 1891
Katowice -~ Btary Dwor - 414 units in 7 phases
Affordability at. 13.00% annual dollar interest rate.

25.00% annual zloty interest rate.

Downpayment ot : 50.00% of house sales price
Prices as of 6/91
Construction period of § aonths
Ircludes developer prefit of {07 fimounts in Doilars ar Thousands of Zlntys
Loan Payaents not to exceed 40% of wonthly income if level paysent. S $1 = 11660 z1lotys
Loan Faysents will be /5% of sonthly incose if GIN.
Loan Aapunt can te up to 35 tiaes stated iocome if DIH.
Typical  Sales 50¢ Loan Honths Months Honthly fonthly Incomes in dollars, todey's zlotys, and future zloiys.
Units Price  Gounpet fmount pay  save Payeent  $1G0 $Z00 $300 6400 6500 3600 $700 300 900 660 16O 1200
size {100 2200 3300 4400 5500 6600 7700 880G 3983 11000 17id8 15200
a? 1232 746% 3896 4928 Q160 1332 8674 9856 11088 12320 13552 1a7es
$72L 000 $/ZL 000 #/2L 090 821 500
AN £17,178  $8,56+ $8,56¢ 180 79 $I0 @ --  -- 2} T 7t 1M 1GY  14% 2y T -- -
1 01 Payment 3 2528 n/a nfa $75 8100 $125 €150 175 3200 5225 $25G §OVC 3000
213,56 106,773 106,772 1860 2,280 - -- .- - 30 3T 26 23T 1% 18T 17T 13
DM Payment 8@ 25Y ZL no/a n/a 924 1202 (540 1848 2156 2464 2772 0BG 3288 69

Hin. Interest 2,224 o m  no om0 Ao ne ono OK Ok ok Dkoow

5,0,0,F $31,920 ¢15,350 15,360 180 18 020 - e e == - WD 2891 7% 2220V BT TR
82 DIM Payment 3 258 % n/a '3 n/a nfa $125 SIS0 3175 82050 3275 4970 $275 €104
137,972 196,366 198,386 190 LU Y L N T et A TR | F A

DI Payuent 4 253 ZL n/a n/a n/a n/a 1530 1848 71

ShoZ464 2777 2080 396 ESE
tin, [nterest 4,146 I T Y T Y T+ N Y R ' B

0 no RO no ng 23}

E,] 335,812 317,506 $17,506 18¢ 3 $£0 . - - - .- - 38 27 Bt 5% 737 20k 1%
92 OIf Fayaent @ 252§ n/a afa n/a n/a  n/a $150 $175 1700 $725 $75C 3275 A%

446,505 223,752 223,252 186 L N R Tt - - -4 B

OIM Payment @ 252 2L nfa n/a n/a n/a  n7a 1848 2156 2464 2772 2080 198R  162%

Hin. Interest 465! ne N0 N8 B0 R0 MO @@ N MO RD W0 ha

6,4 $41,551 320,826 $20,826 i80 79 $3 1 - - e- e - - 9 X 9% 2T MrO2%%
107 DIM Payment @ 752 8 n/a n/a /e wa n/a $1G0 3175 $200 $775 SR §275 300
519,704 253,852 259,852 180 7 5545 0 - - em e e e e e e e

DIM Payment d 5% oL nfa w/a n/a /s n/a n/a 2156 2464 2777 G000 7588 783h

Hin. interest 5,309 M G0 A9 N0 M R0 RO SO RO AN RO no

Stated Incomes: Oollars  $100 $200 $30G $4G0 5500 3650 $700 960 300 160 i) (2%u
tlow 2L 000 1160 2200 3300 4460 5500 6BR0 7700 €800 3560 !1990 {2100 13200
future 1232 24b% 3698 4926 6160 7392 8674 OBSE 11088 17320 13557 14TRy
General Hotes.
fayments do not include charges for water, electricily, neat, ground rent, and ather services.
Unit sales price inciudes any garage, coamon area, developer profit, and interest during construction.
"Manths Pay" ts initral expected regayment pericd.
"Nonths Bave" is the down payment divided by the norsal manthly payaent.
"Monthly Favaent is regular payment using 4n unindexed !evel-payaent aortgage.
DN “eyaenr @ 752° is initial svathly payment using Jual-indexed Morizage plan,
"2 indicates thot sortgage aavunt exceeds stated number of tizes monthly incose or is otheruise Mot AfFfardadle.
‘- indivates paynent exceeds stalec percentage nf aonthly incowe and therefore is Hot Affordabie,

—

[ I T R )

-3 o

<loty incocses arz 9y or oW And oRe 26 fro@ noW.
Doflar sncomes assused ta revain constant; zlaty incoaes increase ty the difference in annual interest rates.
Min, isberest” it loan amount tiees cloly interest rate for ane month, DKM or "no" indicates if DIN paveent cavers interest.

- € a. oo

1

B
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Foland/World Bank

6 July 1331

Housing FProgram -~ July 1991

Lodz -Bldg Mr 1+2 - 36 units
Affordability at: 13.00% annual dollar interest rate.
25.00% annual zloty interest rate.
Downpayment of: 50.00% of house sales price
Prices a5 af 1290
Constryction peripd of 12 nonths
Inciudes developer profit of 51 Anounts in Dollars or Thousands of [latys

Loan Paysents nat to exceed

$0% of aonthly income if jevel paygent. US ¢l = 11060 :zlotue
251 of eanthly income if DIH.

35 tines stated income if DIM.

Luan Faysents ill be
Loan Asount can be up tg

Typical  Sales 504 Lean Henths Months Munthly  Monthly Incomes in doilars, today's ziotys, and future zlotys.
Units Price  fownpat Amount pay  save Payment $200 $300 3400 8500 3600 700 $RGO 900 000 {106 iS00 1%GH
size 2200 3300 4400 5500 GROG TTCO 8BOO 9500 11000 12100 {3290 14250
Y] 2964 3656 4328 6160 7297 86Z% 9BS6 L1088 12220 3557 1479% 1016
§/2L 130 §/70 000 3721 660 $/2L 000
fyn. 4 27,556 312,773 §13,779 IS 9 $174 0 - - == D5 M ST 220 i9r 17T lsy Sy %%
81 UIM Paysent R 752§ nda  n/a SO0 $125 $150 $175 $200 3225 8250 5275 3700 357
243,354 174,697 174,677 180 47 37300 - - = e e e 0y WD XT3 N5 9
DIM Pagwent @ 257 2L wia  n/a  n/a 1540 IBAB 2156 2464 2772 7080 10738 3696 anns
Hin. Interest 3,639 o W ne M no M0 We ne one one oK ok
up. B $22,505 811,278 811,278 160 9 $187 0 - - DT 297 4% 0% (BT B2 Mk 1N I i
BS DIM Payment @ 2808 n/a  nfa 5100 $175 SIS0 $175 $700 $225 $7C0 3Z75 4200 3975
795,952 142,976 142,976 130 ST R B T - | A< s it A LA R
DIft Payaent 3 ©52 2L n/a n/a 12327 154G 1848 21G8 2464 2777 7080 5368 IESE 4004
Win. Interest 2,379 " noe ne no oo one a0 na BK K K K
fyp. € 432,668 £16,32% $16,33¢ 140 8 A . : + SR 1} SR{ S« L) S U= SR ¥ AN 1 4
i DI Payment 8 52 8 wia  n/a  nfa $125 $150 {75 $200 3225 $250 3275 4300 35375
§14,167 707,083 707,083 160 1 34220 - - = e - oy 28T Y 30y OB
DIM Paysenc 9 750 2L n/a  n/a  n/a 1540 1348 2156 2864 2777 GORD 1130 8T 404
Hin. Interest 4,314 0 B Ng KO MO M0 MO a0 %6 R WD 40
Typ. 0 432,727 516,263 316,363 180 79 L T N -1 S S S AR - MY S 14
38 MH Payment 2508 n/a n/a  n/a 3125 3150 $ITC $200 3275 750 i27T 5500 33°%
414,306 207,483 207,453 {80 T B TS 1) N SRS PO 11 3
OI¥ Payaent 4 75X 2L n'3 nfa  n/a 1540 1848 Zi65 24R4 777 JGEO 06T 3RSE aund
Bin, Iu erest 4,172 %0 N0 K mW@ "0 M RO M A0 A % A3
Statad Incomes: Oallars  $260 3300 $4G0 350G 3EO0 3960 3500 =0 1990 130 1260 179
Now 2L 200 2200 3300 4300 5500 ABGO T706 GACO 3300 1590 12130 15000 (a0
Future  * 2464 ZE36 4828 6160 7392 GBIa 9456 1103 {2320 {7567 {4783 i501%
feneral Hofas:
I, Payaents do mot include charges far water, esiectricity, heat, around rent, and other services.
Z. Unit salzz price includes any garage, voaeon area, developer profit, and interest during consiruction.
3. “Months Pay" ig initial expected repayeent period.
4, "Honths Savz" i3 the down paysent divided by the normai worthly payrent,
5. "Menthly Payment” 1z regular oayaent using an unindexed levei-payrent mortgage.
5. "DIN Peyment 4 150" Is imptlal ~enthly paykent using Dual-indexed Hortgage plan.
Yo Mada" {ndicstes that werhgage ssount 2sceads statzo nuaber of tises aonthly incose or is atherwise Not 9ffardable,
S, "--" Incicates payeent excesds stated percentage of wanthly income and therefore is Hot fifferdable.
9. oty incozes 4re 3 ar new and on@ vEar from now.
14, Coliar incomes essumed Yo reaarn constant, zicty innomes 1ncresse by the cifference in annuai interest rates,
H "Ming Interesl” iz lnan dpount tises clofy intersst rale for ane aonth, “0€" ur “so° indicates *f DiX pavesnt covers iaterest.

AN
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Poland/ World Banik

Bialystalk S ™M

Affordability at:

Downpavment:

€ July 1931

Housing Program -

Zacheta 6Q units

Page |

July 1991

13.00%Z anmual dollar interest rate.
25.00% annual zloty interest rate.
of: 50.00% of house sales price

Prices as of /31

Canstructien perind of
includes developer profit of
Loan Payments not to exceed

toan ?3ments will be

Loan Aacunt can be up to

17 =months

n

402 of sonthiy incoss if level payment,
25% of sonthly income if DIH.

95 times stated income if DIM.

fmounts in Dollars or Thousands af 2lotys
US 81 = 11000 zictys

Typicai  Gales 501 Loan HMonths Months Hamthly  Monthly Incoses in dollars, today's zlotys, and future zlofvs,

Units Price  Downpat rfaount pay  save Paysent $200 $300 $400 $500 S$GOG $700 $BOO 900 1000 1100 1200 !300
size 2200 3300 9400 5500 GO0 7700 SRCO 5900 {1000 12100 13200 14339
2l 2464 696 4978 61RO 7397 G§62% 2856 11088 12320 13552 14754 1BOIS

$/2L 300 9728 000 /2L 900 $/2L 000
Typ. D $10,863 35,331 35,321 190 79 1o LT A ) A N B S A T
12 DIM Payment 4 251 ¢  $50  ¢75 S$100 $125 $190 S175 $200 $225 $250 3275 3300 3925
137,716 68,858 68,353 180 47 40D -~ 407 30X 74T 20 ITY (Bt 13y 1?7 M7 -~ .-
OIf Payeent @ 252 2L 616 924 1202 1540 1848 2156 2464 2772 3080 1388 73636 4004
Nin, Interest 1,435 ne ne ne 0K 0K DK OK ok OK K OF K
Tvp. B,C $14,913  §7,407 87,407 180 79 193¢ 0 - 312 200 8% 6y 132 127 WY - - - -
8 OIM Payment 8 2518  n/a  $75 $100 $125 $150 $175 $700 $225 780 8275 3500 8305
187,793 93,300 93,300 (80 2,005 - - .- 0% 27T 23T 20r 18y 157 i51 & 1M
DIN Payment 8 253 2L n/a  92%¢ 1207 1540 1848 2156 2464 2772 00 2388 23696 400¢
Min. Interest 1,356 e no om0 po oo 0K DK DK XK K 0K Ok
Typ, $15,768  §7,884 §7,68% 180 79 $100 © -- 333 &Y 207 17T 41 12X N - - - -
o1 014 Payment @ 2528  n/a  $75 $100 $125 $150 $175 $200 $225 3250 4275 $700 $72G
193,9i2 99,956 93,356 180 $1 02,080 -~ - .- 3T 9% 2% 27t 19 1T 1Ry T oIm
OIN Paynent @ 252 2L n/a 924 1232 1940 1648 2156 2464 2772 3030 13968 763 004
#in, Interest 2,082 ac nm0 nm a0 no 0K O OK K OOOK O OCK 0 0K
Typ. E $19,752 $9,376 $3,876 130 1 $125 0 -~ 31T T UL 18 BT 4T 17T uy oy -
B3 DIM Poyment @ 252 3 n/a  $7% 8100 $125 SIS0 $175 6200 $225 3250 $775 $300 3975
750,415 125,208 125,208 140 87 26741 -~ .- - -= 36T 31T 27T MY WY ON% 18 1T
DIN Payment & 255 ZL n/a 924 1232 1S40 1648 215C 2464 2777 3090 2768 3636 4004
Rin. Interest 2,608 no e N0 wo om0 Mo ono 0K 0K 0K X X
Stated Incomes. Dallars  $260 $300 3400 3500 460G 700 800 300 106G {100 1200 17w
How 2L 000 7200 3300 4400 5500 G600 7700 €400 3900 11690 12100 13200 13900
Futurs " 24h% 3696 4978 64RO 7292 BR?4 9856 11088 {TD20 17552 1¢7R4 {AULS

Senaral fotes:

t. Payments do not include charges for water, electricity, heat, ground rent, and sther services.

n
/4

-3 T 7 & L3 1J

H__

PR B 5.

flo}lar incoaes assuae

— e
— 2

Lo T

"BIN Paynent @ ZE3" §s initial wonthly paysent using Dual-lIndexed Hurtgage plen.
"a/a" indicates that mortqage emount evceeds stated nusber of times aanthly income or s atherwise Hot Affordable.
indicetes paysent exceeds stated percentaye of aenthly income and therefure is Mot Gffordable.

Iluty incoses are as of now and aue year from now,
[ AP

Unit sales prize includes any garage, cosaon area, developer profit, and interest during construction.
"Months Pay" is inivial axpected repaysent period.
"Months Save" 1s the down payeent divided by the normal monthl, payeent.

Manthly Foyment" 1s regular payment using an unindesed ievel-peyment sortgage.

emain constant) iloly incoees increese by the difference in annual interest rates.

“a. Toterest” 13 lyan aaounk biaes zlaly interest rate far ane aonth. "0K ar "no” indicates if DIM payment covers interest,






APPENDIX 3

Lists of Participants by City



Wroctaw

June 17-19, 1991

(includes Opole)

Location:

Attendance:

HFPO Rep:

Dolnoslaskie Centrum Szkolenia Samorzadowego
Bankers -~ 1
Investors —- 13
Municipal Officials —- 6
Others — _4

Total 24

Hannah Bartosze



Jelenia Gora June 20-23, 1991

Location:

Attendance:

HFPO Rep:

Centrum Samorzadu Lokalnego
Bankers — 5
Investors —— 6
Municipal Officials —- 10
Others -—- 3
Total 24

Hannah Bartosze

\‘.,)"J



Czestochowa June 24-26, 1991

(includes other nearby municipalities)

Location: City Hall

Attendance: Bankers — 8
Investors -- 10
Municipal Officials — 18
Others — b6
Total 42

HFPO Rep: Magda Wajda

Kazimierz Kirelzyk

A



Lodz
Location:

Attendance:

HFPO Rep:

June 27-29, 1991
Lodzkie Centrum Ksztalcenia
Bankers — 1
Investors -~ 3

Municipal Officials — 9

Others -- 2
Total 16
Magda Wajda

Jan Czarniecki



Bialystok July 1-3, 1991
(includes other nearby municipalities)
Location: Miedzywojewodzki Osrodek Doskonalenia

Xadr Administracji Panstwowej,

Suprasl.
Attendance: Bankers —- 16
Investors —- 10

Municipal Officials — 15
Others — 4
Total 45
HFPO Rep: Magda Wajda
Timothy Smith

UN Volunteer: Patrick Dwire



APPENDIX 4

Key Questions Asked by Workshop Participants

A



10.

11.

12.

13.

14.

15.

What terms must construction and mortgage loan borrowers meet to
participate in the HFP?

What terms will the World Bank give local banks in Poland?

Can the HFP operate successfully in an environment with continuing
high or increasing inflation?

How large will the HFP liquidity fund be to support mortgage
financing? .

Can developers use commercial space to lower costs for housing
buyers?

Assess critically the prospectus Invest Bank is circulating
throughout Poland.

What is the optimal size of a flat? What is the optimal size of a
housing construction project?

Will the HFP help cities construct more subsidized communal
housing?

Will the HFP provide start-up capital for small, private
construction companies?

How does housing finance work in the West?

How do American cities handle the problem of servicing land for
housing construction?

How does the housing situation in our city compare with that of
other cities you have visited?

What managerial and technological changes can make Polish housing
cheaper?

Aren't you skeptical about elements of the HFP?

What specific technologies can shorten housing construction time?

: "‘%7‘

e



16.

17.

18.

19.
20.

21.
22,

23.

24,

25.

26.

27.

28.

How many projects have been submitted from our city? our
voivodship?

Will there be HFP loans to facilitate production of housing
construction materials?

Can completed construction work count as part of the developer's
25% equity contribution when applying for a construction loan?
Can a municipal government be both a developer and a co.tractor?
Why should insulation standards for HFP projects exceed the
current Polish norm?

What other HFP design/construction norms are there?

What local banks in Poland are in direct contact with the World
Bank?

Will the HFP support land purchases and infrastructure financing
to facilitate housing construction?

When will the World Bank and the Government of Poland sign the
final loan agreement?

How does the World Bank propose handling inflation duriag the loan
period?

Why do local banks charge such high interest on their loans when
the World Bank provides funds to the Government of Poland for just
8-10%?

How can I do a marketing analysis using a final price valid next
year, when I can't estimate my costs more than two months in
advance?

Who receives interest on the buyers' deposits? Who pays taxes on

the interest received?



29‘
30.
31.

32.

33.
34.

35.

36.

37.

38.

39.

40,

41,

42,

43.

Does the HFP exclude the handicapped?

Will the U.S. savings and loan debacle repeat itself here?

Why does the HFP help the banks instead of poor people?

Has the World Bank finalized the terms and conditions of its loan
to the Government of Poland?

How should a developer estimate his profit margin?

Does the World Bank profit when it lends noney to the Government
of Poland at 8-1C%?

Why doesn't the World Bank provide 100% of the funding for
mortgage loans?

How should the municipal government verify the appropriate price
for housing land?

Is the HFP targeting particular social or professional groups?
How will the local banks verify mortgage loan applicants' incomes?
incomes?

Does interest on borrowing from a local bank accrue during the
construction period? When is it payable?

How do you make sure someone with a 25Z down payment at the
beginning of the construction process will qualify for a mortgage
loan?

Who will maintain the common areas and grounds in multi-family
housing nrojects?

What tax liability, if any, will the investor face while
collecting buyers' deposits?

What role will the long-term advisers and short-term training

assistants play in the housing construction program?



