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N Al D ;ssued a Guarantv Authormnnon for - $‘s3 m:llwn on

June 30 1975 to, fmance housmg pTOJeLtS in Chxle. HIG I’ruje!cl

o 513 HG 006 provxded loan fund= in two installmeits to the Central -

Bank of Ch:.le.‘ ‘The 1oan agrecment for (hn first installment of £30 '_ -

mxlhon between the Republic of ¢h1le (GOL)/ Borrower - actmg Lt

’. "A

13 ’ ’

through the Central Bank of Chile - and the U.S, investor, thgv'-

. Y

- ‘ nger\‘l Home .Loan Bank of New York (Plll H), was :,.gned on

, ,I-
¢

L .Ja.mmry 26 1976." The 1‘-’4“ agreemqm fur the sq¢<mrl in’stallmc'ﬁt:;';"‘.

Sl e v,
. .

in'the amount'of $25 nﬁlliun, wis sip,nm'( between the GOC and the

<t GL 8. investor, Morgan Guaranty Trust Compuany, on February 23,

Pro9Tn o . :

The basic objectives of the project are to: (1) assist the:

. .,)'_‘.4 . .
housing cooperative movement to solve the Lousing needs of lower 7 - = H

“income families; (2) cucourage and permit the savings ard lvan

.
-
N [

. ', . industry to partivipate in the (inancing of the housing cooperative L

movement; (3) support a cooperative movement ceffort to develop a
housing credit and technicul delivery system for families residing R
in'rural market towns and adjacent areas: awd (4) support the GOC - .

. . .
. .

interest in strengthening the "open'' coovperative anproach.
. . 2 t . P 1’1

"Procedures for the use of the first and seconed nstallment : .

o' el
Ce e

loan funds were established by two implemeniation agreemens

’ which were sigyed concurrent with the respective lonn aurcements,

The implementation agrecments provide tar the Ceutral Papk o

‘relend HIG funds to the Caja, SFERVIU and 1L01COOP fig long term

* financing of mortlgages on cooperative howsarny and her o ftaproveiien:

loans to families l.mwrully carning befow tne neding peeee ovele,



’ Ot‘ the $55 million available for the

was allocatcd to SERVIU,

project, up to 5% million”

.$20 million ta the Cuji and $£5 anillion to

IFICCOP was to use loan Junds to finance busing units

IFIC OP

.

. near to or in rural market towns. . . ‘ C o
‘ As oi August 31, 1978, the HIG hmmnf $55 ni lion have.bu«n“_',"'.f?.'
| ';‘ fully dxsbursed to the (‘entral Bank which Lis disbursed thr'sc' 1ux.ds - -
| s as f?llow‘s:- . , : | ‘ " |
e - (S ) : B ) . R ) * e e
T B : Allocation of Armount S ‘:':, -
‘ . '_“A K : l.oan Funds _ .1_)_13}3\.\.5_5:_;1_ = '
Ll Caja | 519,353, 75 $18,918,721 .
SRR .SER_VIU 30, 0UO, 00U ’. 29,83(),611 ‘
IFICOOP 5000000 _LESE.001
R . Subtotal | S, 344, 750 $51, 014, 024 . o
. _,', . éommis siono 046,270 46, 250 :
B TOTAL $. ..000, U0 852,260,279
T-' | ‘ | m=zmco: ._v.. tacrzzmsiss
‘ .+ . The projeat is mansgad by the Remional ‘.*‘-.cu:sir_‘:; tad Urban r\vuo;r‘ent '
’ dl‘i‘ice"lfor Taname nid foubh Lurerien (R Toa) ander e Jdiree Lion of :
' SER/H. | The Cffice of the AID Representative in Chile periorms ad hoe '
. :Aonié,e'r'ixl:g Turctions ae fcquest ¢1oby R0/, -‘ ‘
s .' ’ ! .
.’ ; : :
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'.stérted, it mappeurs

TTT, SUMMANY

’
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We belleve wrat ilic Project was wanued el‘i‘o.tLiw:J.,v ny the Contral

Twnk end AID, ° Althoush project implementatio: hin: uveen delayed sonewhab
tecaure of Jdifficulvies in getting the rurul conyonent of Lhe progranm

that the reviced objective to buila 17,454 houses

-

'Qiil Be‘aéhiévgd.

-

" tion agreement.

supprorted with income daia for IC familice -uid

+

- the Central Rank with

o

.Ehis report includes three finldings réquiring correciive action by

(' . J

-~"”"R/H. They'concers: {1} an edverre for. anh.th made to IFTICOCP that

the Ceﬂtral bann

full 1h ESument of HIG loan proceed

will have to finance with its own funds .o permit the

¢ in eligible mortgeges as required

ba seculon l.O‘ cf the noecond 1m;i»m;nt¢txon noresment (") tué revision

of tie terget group certifisation mede Ly Lh “sja becaure it was not

{3) ncucompliance oy

. - . .

We Lield un exit contierence wilh (b iliscion o Quioler 259, 1978

~"and the comments were considered in the preparation of tuis roport.

v

‘reporiing reguirument: under the second implunents-




IV, STATEMEN

B Ve ot
- A. Proiect Status . ‘
N ! 7 .
_ .Based on current plans and progress (o dute, it appears that project .

.- objective to build 12, 553 houses for lower income familivs will be achicved.,

e

"~ The Gapital Assistance Paper of Tune i, 1975, proposcd the cons-

N fx‘ugtion of 15',:500 hoﬁ_sin'g units with HG- 000 funds, Beeause the Conswmer

] .t

'+ Price Index rose more rapidly than the GOC-cuntrollér dollar/peso exchange
e : - ‘ : : o ‘ .

rate, more dollars than originally estimated have been needed 1or cons-

LA

" “truction costs, As a result, the planncd number of houses was decreased

TerTitrverrrrere

“  to 12, 553 units under documentation submitted *u satisly conditions g
) DT ) : o ) Wt
" precedent for the first disbursement under the sccond loarn instaliment as
coo . ) Vi
. detailed below: ' : ' o oy
Planned Housing Units : e L
Loan Installments o
Total  _1st, 2nd '
SERVIU ‘ ) ' T446 T SR 2087
- © - . CAJA 31971 1424 1047 : L
) IFICOOP : 1130 L 115¢
12555 8% 4270
As of August 31, 1978, 12,411 houses Loanced with 1 funds
have been finished or are under conmstruction, as follows:
L __ilonses
, I nder o
Toral Fudsbod Jonstructing ‘
. SERVIU Toll Uy o 4 ‘
- -7 CAIA T IERR S gTn
IFICOOP B i Th




In addition to the above, SERVIU is financing 53] houses uncer

IFICOOP's ‘rural program with its own funds which should bring the

) total Hougeﬁ to be built to 12,822 units, thus exceeaing the A 1D,
a‘ppxjoved_ target of 12, 553 houses byQZ()v units,  This procedurce is in B o

~

v ¥compliance. with Scetion 3.09 of thg second Implementation Agreement

[N |

whlch requi"}e‘s the GOC to .c.ontr.ibnte funds to proju:ct as peeded to
buxldtherequlrcd niﬁmber of l\éuscs.'
SER\IUH finaxlqcing .thé :;rlditiL)xx'.:.l rﬁx‘al'units Lo cover a deficit
. .‘ mt‘nenumber vo‘f.i_h'ouscé that could nlot‘.bc; built with the $5 milliqq._
l.‘l::\ll‘ogz{'t_'c.a;. to the r'u‘ral ’program. The deficit of &81 units (1136 plannr'd
- . ve:.-'é'..'ﬁ.s';_ 857 .a';"tual) was caused by ':1igher than anticipated costs for

- urbanization which was lacking in the rural areas,

Central Bank -officials informed us that both SERVIU and the’
from alloeated furas

Cajé should have small surpluses/ to pernnt the building of a few

R T ot

addiﬁgn&l h‘ox.ises..

...'.Whil_e the objective to build 12, 553 housus should be ar‘hic\‘;:d,
project implementation has been slower than planned mainly because
of difficulties IFICOOF has had implementing the rural cowpenent

. of Ll;e program.
It was'origir;ally pla.pm:d that the rural hoaasing pregram would:

be started under the first loan installment. However, because of

problems IFICCOP had in locating cligibtie cooperarives noe frst

4 Lo Sinee Tonne 1o noucing codrermliven,

installment loan {unds were used by IFICGGE. A o resuell the funds
destined for IFICOOR under the first ‘astolinmert were coallocated
to SERVIU and the Caja. IFICOOR then veceivoa ats planned §95

million allocation under the sceond loan gnstoliiaent,



a

of Banks appointed a receiver to adn:inistrate IFICOO .

under 'an IF_ICQOP-SE'RVIU. agreement dated }'cbrd:mry 13,

M-

In 1977 IFICCOP was beset by liguidity problem:s threatening

its c'xistcnce'as a viable institution. As o result, the bSuperintendent

Under these

'conditi.ons‘, IFICOOP did not fm-‘l it could cf(ectivcly'mn.nage its res-

) porsxbxhtxes under the rJIG project and the function to implement the

(3oting zc en zrent for IFICOOP

rural housmg comiponent of the program was transferred to SERVIL
1976.
. ) )

'F_o_r.,these reasons, it is now auticipated thet the last disburse-

' ment to. aubborrowerb wxll bLe mado in. Ma rch 1979 rather than in

N
1y

July 1978 as projected in the uriginle master work plan for the second | @

. - f "
\“ [

" loan installment.

K




- B 'IFiCOOP Subloan
- Lo Th,e’.‘ce.ntx-al Bank has disbur;scd the cquivalent \-wt' 52101.45!’)‘.48 |
._4...6['1:;‘10."10'&;\»1‘;11!1.(35 to IFICO-OP which will not L invested in cligible
] | mortgagcs as fcqx:ired by. SL‘C:ti'«m 1. 01 of the sccond hmplementation

agreement. These funds were advanced to LFTCOO to cover program

development cosls in uccm'd..\nu* \nth Soction Voof the loan agreement

netv een Lhe Centnxl Bank and I"ICC‘OP They'Central Berk was to
. '/

rec,over t.he advance by discounting subscquent disbursements -to

IFIbOOP by 15 ocrcuﬂ. * Since the rura) housnu, prOLTAM was .
e T (et 11,3 as an agent for TFITOCY) R

traancr*cd to SF‘R\/IL, the Central Danl will not be able te recover

’ the’ad\/ancc for dcvelopmem costs through subsequent disbursements
o tof \bq_ueed for. making housing loans and, thus the advance will not
be .invested in eligible mortgages. The first installment on the

IFICOOP loan fell due in. August 1978 but was not piid by IFICOOP

e

- R acting for the GUC

a1

becau‘se IFICOOP claims the_ Central tS:xr:B, owes TFICOGKF }'xxozxey"
..\\.,nder aréoéhef A.1.D, project which the Central Nank has nol paid,
- Cent}'al Bank §fficials advised ue (hat they intend *o finence
i~_the‘”alc~1.\.rancc thIF!COOP with its,uwr.v funds, thus, making .available
the f.ulll. $5 million in HIG [unds to SERVIU for investment in eligible

mortgages under the rural housing program.

Recommendation Nou, 1

We recommend ‘hat SER/IT {ollow-up with the Centead bBank of

[ : . , .
Chile to ensurc that the Central Bank financos the advance to
ITICOOP with ils own funds in order to mane avaiiahle the Guld

' for the rural progran:,




i loan proceeds’.

i

Nel

condition for receciving the findl disburscenicnt under sccond loan

installment was not supported Ly adequate documentation,  The

. Central ‘Bank ¢eztificd that:

"More than 909% of total benefiviavy Lanilics served by

the program have gross incames below the Mediar

- ' Income as of the date the cooperative sipned its lon,
v Agreement with the Sub-borrower for’loan f{inanced by

’.. . -

S

aunless this requirement (given in Section 2.0, of the second
. . !-‘

,

implementation agreement) is met,

_The target group certification made by the Coentral Dank as a

Mortgages arc not cligible for financing with.HIG loan procceds

e

- "+ The Central DBank certification is suppuricd by two certifications - ove

oL - “one by
made by the Caja and’ SERVIU.

.the Caja disclosed that thf‘y have not yet reccived data on farily

-~ "

Cur examination of records supporting the certificadon made Ly

. 4 .t " .
" incomes for 188 families under the following +ix projects:
. . ¢ A
1. . Seminario 2 e
: 2. Proyecto 5
) 3. Indo
4, Acropuerto
E ' 5. Isla Serrano
) L]
' ' 6. 7 Seminario Martir
T Without data on family income it is not possible (¢ vipport a
target group certfication for thewhole propran: and tne elipibitite
of mortgages cannct be defesmined,  choarover, we Zeel 30 D0 mliRery Lha
the certilicustion ror the whole tropran oty oo below wo Joeeey !t woney
outaining the dcsdio Jneome aeld or Fho T frani bl es b e ane g s
Tovovers Jo,aid Tondlies o w00 e o eent e endi pnve e e e




To assure that the mortgages finunced with TG funds are

~

“eligible for finnnﬂcir:g,.wc believe that the Coenirel Bank shonld

‘request the Caja to obtain data on family ‘rconwes for the six , E
. : ) ) ) - . . | .
projects Jlisted. above,

‘Recommmendation Nao. \ .
" We-recommend that SER/IT request the Central Bank to ' .
Lo, . . \ . " ' . .
ROV _ : o .
“ask the Caja to-/obtain data on family incomes for the .six missing O
©. ¢ projects. lacking support documentation, vid (Y cuwit o cevieed ool
Y certiriyation, . '
1 . S ' .
. -~ ae "': »
. . ‘ T
:' ~
. .
B * . .
’ .
r
’
i
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‘D, . Reocrting Requiicemerts

¢ . The Centra) Bank has only submitied one of the five reports
required by Annex. B to the Implementation Agreenient duted o
February 23, 1978, as shown berlow.

OREY

— . Submitied o
S e _ Frarind by

- "Title of Report Cuvered Central Pank
.~ 1. + Financial Report . . Mot indicated’ No
= 2. Remittance Reconciliation  Semi-Annual Nu

.. 3. Delinquencicys and

Tt ... Foreclosures - - Quarteriy No.
4.  Program Pevlormance uartevly ) Yo
5,  Readjustments Annuial Mo

mn

We found no evidence during our review that SER/ID (Glowed

up to obtain the missing rcports,  We belicve that SFE DT should

- .
~determine what is necded tc monitor e project and reguest thit

Central Bank provide the reports. - A
We believe a report on loan delingquenvies wounld to wronul in

agsessing the long-range success of the program.  During osur review,

we foupd that neither the Central Bank, the Caja and e Batenal

Office of SERVIU had complete records on loan delinguencivs.  Our

discussions with sclected Savings and loan Associatione and the

.

Regional Offices of SERVIU disclosced loan delinquencies.,  The loan

delinquencies of.SERVIU were much greater than those of the Caja.
We also Im;lnd that the SERVID Regionad Uliice vV odocs wot

know the P\t(‘nt ot the delinguencics because it does not ween a

shl;sidiary account of loans rceceivable fir cavh cooperat, w0 Also,

the total lnan reccivable and the monthly invodlments Loove aovers




N

i pr.ovide. the reports.

A
\

been readjusted in accordance to the cost of living index as

recuired by the loan agrcement. As a2 result, the saontily lnar:’
installments received from coopetarives a:re 1ot as lurpce as they

- should be. We belicve that the‘pruparatiun of delinquency reports

.

would require’ the maintenance of better records. .
2

Recommendation No. 2

R " a
. T -.\-»' ‘ ‘ Lo )
Lo : : . , ! .
S . We recommend that SER/H dete rmine/what reports are
el cnd cvalugie progect suecesy
neéded to monitor the proicct ind, request the. Central Tunk to
. . : hAN
. v . LAY -/

. T



