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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Paraguay - Housiﬁg Investment Guaranty

Attached for your review are the recommendations for authorization -
of a housing guaranty in an amount not to exceed Four Million
Dollars ($4,000,000) in face amount, assuring against losses (of
not to exceed one hundred per centum (100%) of loan investment and
interest) with respect to loans by eligible U.S. investors (Investor)
acceptable to A.I.D. made to finance housing in Paraguay.

No meeting will be schieduled for this Housing Investment Guaranty.

. However, please advise us of your concurrence or objection as early
as possible, but in no event later than close of business on July
28, 1975. 1If you are a voting member a poll sheet has been enclosed

for your response. a '

Development Loan Committes
Office of Development Program
Review :

Attachments:
Summary and Recommendacions

Project Analysie
Annexes A - D
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PART I - THE PROJECT

Backpround

In May of 1971, the Housing Guaranty Review Committee approved using
up to $4 wmillion of HG resources to support the growth of the then
planned savings and loan system in Paraguay. In September of that
year, AID made a $100,000 technical assistance loan to the Government
of Paraguay (GOP) related to the formation and development of that
systems During 1972, AID and the GOP signed a development loan for
$2 million that is being used by the newly created National Savings

and Loan Bank (BNAP), to purchase mortgages from the new S&L associations.

In September of 1974, in response to BNAP's continued interest in
obtaining a HG loan,. and at the request of the Mission, a SER/H
team went to Paraguay to carry out a Shelter Sector Study. The
team recognized the need to continue to support the S&L system and

“recommended that AID support be used to assist BNAP initiate new

programs within- the system aimed at improving the hou81ng situation

for low-income families,

On Aor;l 25, 19/5, the DAEC approvea in principle a HG loan for up to
$4 miilion to initiate such a program. While the PRP proposed a $2
million loan, intensive review indicates that the system needs the
higher amount to accomplish the desired objectives. BNAP and the

- League representing the three S&L associations, have confirmed their

strong interest in participating in the program.

Project Description

The Housing Guaranty loan to the National Savings and Loan Bank of
Paraguay (BNAP) is designed to encourage the savings and loan system

of Paraguay to adapt its existing organization and capabilities to
undertake, on an ongoing basis the financing, design and 1mp1ementat10n
of shelter programs for lower income families,

The Loan will make available up to $4 million to the savings and loan
associations of Paraguay to finance approximately:

1) 650 loans to improVe; expand and complete existing _
houses occupied by low income families (average loan - $750);

- 2) .750 loans to‘low income families who own lots to build
a house "-self-help" (average loan .- $2000).

3) '625 loans- for development.and financing of contractor

planned and built prOJects for low income families
(average loan - $3200).
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In addition, BNAP and the S&Ls will receive short-term technlcal

assistance to help them adopt their capab111t1es to administer
programs for lower 1ncome families.

" Rationale

The intensive review of elements and factors bearing on this loan
has revealed a positive and favorable environment in which to

"develop a lower income housing initiative.

An examination of the current AID program in Paraguay suggests that
this proposed loan will complement the overall foreign assistance
effort., AID inputs have been largely responsible for the develop-

ment of the highly successful savings and loan system which finances

a substantial proportion of the housing that is currently generated

in Paraguay. The development of the savings and loan system has done

a great deal to improve the housing outlook for middle-income families.
The suitability of the savings and loan system, and the demand for such
financing mechanism, is attested to by the success that the system has
enjoyed. The project is a logical extension of the earlier AID effores
in Pal?bUay to expand the existing institutional network to reach lower
income families.

The existing savings and loan system is responsible and well managed

"with a sound financial and institutional base. It is anticipated that

the system will be able to make the needed adjustments in its staffing
patterns to meet the new demands placed upon it by this project. There

will be, however, areas in which short-term technical assistance will

be needed to assure success of the project,

There is a suitable existing framework in Paraguay in terms of -
architectural and engineering capabilities to design and contract the
housing that is contemplated under the loan. No difficulty is expected
in obtaining the needed land, materials, or supplies. The construction
industry has the capacity to absorb the work involved in the production
of the contractor-built components of this program. The self-help
elements of the- program will continue using the same technlques and
materials that have tradltlonally been utilized.

USAID/Paraguay has expressed its support for the Program.

Recommendation

On the basis of the points raised and examined during the intensive

review this project paper recommends approval for a guaranty loan in the
amount of $4 mllllon.



PARY TI PROJECT ANALYSIS

A, Institutional Analysis

The HG loan will be channeled through the savings and loan system
which, 'in Paraguay is composed of two entities ~-- the savings and
loan assoc1at10ns .and the regulatory 1nqt1tut10n, BNAP,

1. The National Sav1ngs and Loan Bank

BNAP, a‘gqvernment corporation established by Law No. 325 of
December 10, 1971, commenced operations in July 1972. Its principal
functions and responsibilities are to:

a. Approve and charter savings and loan associations.,

~ b. -Regulate and supervise the administrative, financial and
technical operatjons of the chartered associations.

c. Provide financial and technical assistance to the assoeciations,

d. -_Provide savings insurance on the accounts deposted with the
a35001at10ns.

e. Provide mortgage insurance of the FHA type.

£. Provide fire and other hazard insurance on the houses mortgaged
by the associations.

BNAP ' is governed by a five-man Board of Directors comprising a
chairman designated by the President of the Republic, one member
named by the Minister of Economy, one member representing the
Central Bank of Paraguay and two members representing the private
sector.

The organization is composed of the Departments of Finance, Engineering
Administration and Operations and Control. In addition, there are

 supporting staff functions of Internal Audit, Legal, and outside
consultants. The total professional staff is about twenty five, which
the shelter sector team has judged adequate for the present level of
activities., However, the savings .and loan system is growing at a
significant -rate, and corresponding eXpan51on of the Bank staff is
contemplated

The Bank has been in operation for three years. All indicationms,
including periodic finapcial reports, indicate that BNAP is a well
orgaﬂlzed and competently run organization. Certainly the sucess

of the savings and loan organizations is due in large part to effective
BNAP guidance.



, BNAP has chartered three sav1ngs and 1oan assoc1at10ns in Aeunc1on
as follows.

The Savings and Loan Associations

Progreso,.S.A. © January 1973

Hogar Propio, S. A. -~ February 1973
Ahorros Paraguayos, S. A. December 1973

A fourth association will be operating shortly in Encarnacion.

It appears that the monitoring of the associations by the BNAP is
thorough and extensive. The associations submit periodic reports
giving a full picture of their operations - especially the status
and activity of deposits and mortgage placements. Their success in
attracting savings has already been documented. Mortgage terms arz
a minimum 207 dowppayment, 11% interest rate, and up to 15 year
terms. BNAP regulatlons permit terms up to 25 years, but it has
been the associations' practice to allow not micre than 15 vear:.
All mortgage loans may be prepaid by homeowners without penalty.

The dssociations alsq provide construction financing at 11% with
an added 5% one-time fee. The commercial bank rate for construc-
tlon financing is 18% with additional fees.

Regarding the sélling'prices of the mortgaged houses, of the 833
mortgages placed to August 31, 1974, approximately 200 are on units ..
under $10,000, and these divide approximately equally among three
categories: Under $5,000, $5,000 to $8,000 and $8,000 to $10,000.

Financial Analysis:

The financial soundness of  this project is dependent upon two factors:
the ability of individual borrowers to repay loans .to the S&Ls- and

the financial viability of the implementing agencies. The recipients

of individual loaps,whether for purchase of a new home or for improve-
ment.of an existing structure, must demonstrate that family income is

 sufficient to make the required monthly home payments and yet still

be able to cover other fixed non-housing expenses. It is assumed that

a family can allocate 25% of its monthly income to housing and 15% to
home improvements.

Based on this assumptlon, thlS program is affordable to the target "_ -
group as follows.3. '
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"Required Approx,

. o Loan Interest Monthly Monthly Populaticn
Type of Loan © . Amount Rate‘ Terms  Payment - Income  Percentile
Buy lot & house  $3,150  11% 25 years $31.37 $125.50  50%
Build]house _ i ' . i

on own lot . $2,000 11% ‘25 years $19.61 $ 78.44 30%
Home Improvement § 750 11% 5 years 16.31  65.00 20%

The financial outlook for the two implementing agencies is bright.
BNAP is operating slightly in the red, which is not uncommon for new-
ly created institutions, given the high, one-time costs of initiating
operations. Principal sources of income are contributions from the

- GOP, insurance premiums and commissions, and interest collected on
loans to the savings and loans associations.

Considering the short time BNAP has been in operation, the financial
picture is considered favorable and 1ndlcates a well-oroan1zed and
competentLV»run organization.

The Bank is actively attempting to. establish a secondary mortgage
market in Paraguay as required by the AID seed capital loan, and has
been attempting to interest commercial banks.and insurance companies

to buy its mortgages. .Currently BNAP is allowed to sell individual
mortgages but it will have to await passage of a new law before it can
package and sell participations. The establishment of a secondary wmort-
gage market, will, however, be a slow process and will not alleviate

the Bank's shortage.of capital in the reasonably near future.

The S&Ls were chartered with an initial capitalization of $150,000
each. Since then they have been exceptionally successful in attracting
savings dep031ts, and have far exceeded the most opt1mlst1c forecast
-in this regard. The savings accounts of the three associations as of
December 31, 1974, were as follows

No. of Amount in

~Accounts Dollars

Progreso 3,559 N $3,800,357
Hogar Propio 1,995 ‘ 2,300,563
Ahorros Paraguayos 1,563 ' - 2,501,492

The interest rate on passbook savings accounts is 67 and on most time
accounts 8%, all computed quarterly. These interest rates are attrac-
tive, especially in view of the. monetary correction feature and the
tax exempt1on prov1ded by the GOP.



The ‘associations are required to maintain a 107 reserve on savings
accounts. Though the S&Ls have been very successful in attracting
savings, the need to meet a tremendous demand for mortgage financing - -
forced the associations to report to BNAP in January 1974 for addi-

tional mortgage funds. As of December 31, 1974, the associations had
made the following morgage commitments: :

No. of Amount in -
Mortgages Dollars
Progreso , : 346 $3,319,341
Hogar Propio | 361 2,856,738
Ahorros Paraguayos o 300 2,917,324

1007 $9,096,603

Currently, BNAP allows the savings and loan associations to charge

an interest rate of 11%. The HG loan will be made available to

BNAP at approximately 9-1/2% and to the homeowner at 11%. BNAP will
retain 1/2 of one percent and the S&Ls will keep one percent. Uchar

" income is derived directly or indirectly from the HG loan. Firgt of
all by opening the system to a large new clientele there should be

a considerable increase in savings - at an estimated cost of 6-8%
per annum against the 11% earned from lending, Second, per current
practices the S&Ls are assured a 5% one-time fee on construction loans
made under the program. Third, the S&Ls will have the income derived
from closing fees charged on all mortgages. Finally, the S&Ls will
sell or otherwise dispose of their mortgages to raise capital which
can be invested in new mortgage and thereby provide additional income
to the system. '

A further incentive to the system can be explained by the fact that

only one year ago the Asuncion market for mortgages above $15,000

. was large ‘enough that the S&Ls were not interested in smaller mort-

gages. Today the above:$15,000 market is saturated and the $10-15,000
level is becoming very tight. With an eye to the future, the Asso-

' ciations are very much interested in broadening their market bases to

include mortgage for families earning below median incomes. ;-

Technical Anaiysis

As concerns architectural or engineering considerations, this project
proposes no technical innovations. The design of this house is related
to the traditional technology of the country; its marketability; pos-
sibilities of expansion and minimum cost. The contractor-built. house
will have two rogms, kitchen and bathroom with a total area.of 32 ng
built on a 200 m=, 1lot. '

. Q\



The system of construction is the traditional type; cyclopean concrete

footings, brick walls plastered on one side, cement tile flooring, clay
t11e rooflng, wooden window frames and doors and electrical and sanitary

- fixtures. ' The proposed selling price of this unit as of September 1974

was around $3,500 and the morthly payments would be in the vicinity of
$31/month.

The capacity of the comstruction industry is adequate for the undertaking
of this program. Of the 70 builders in Asuncion 4 are large contractors
and 20 are smaller ones capable of handling up to 100 unit housing pro-
-jects. There is a capability of building 200 above-$15,000 houses each
month but currently that market is so saturated that only 50-100 of

these units are being built. The trickle-down of this capacity only
would be sufficient to absorb the demand of the contractor-buili pro-
ject component of this program. Furthermore; the opening of a new
market should provide a favorable environment. for the creation «f ad-
ditional construction companies.

In the past, the two- greatest obstacles or risks whlch bulldexw Lutai

in working with progects for low-income familics were theiv dnabilicy

to secure construction financing and the inability of the low-income
families to obtain mortgage financing. This program meets those problems
head on by guarantying the availability of short- tcrm construction and
long-term mortgage financing.

Social Analysis

This HG project opens up the doors of housing financing 1nst1tut10ns
to people who were prev1ously excluded.

The direct beneficiaries of this project will be those low incoms fami-
lies 1/ who are able to obtain mortgage financing for new units cor for
self-help and home 1mprovement loans through the S&L system. This project
seeks to offer to Asunc1on s lower income families a wide range of hous-
ing options designed to coincide with the families' varying capacities

to repay loans. The self-help and home improvement loans will reach well
below the 50th percentile income level while mortgages for contractor-
built homes will probably be most appropriate for those families with
near median incomes.

The Shelteerector team estimated. the profile of monthly family incomes -
in ‘metropolitan Asuncion as of September 1974 as follows: o

.lj for further discussion on the target group refer to pp. 18-27 of
the Shelter Sector Analysis dlstrlbuted prior to DAEC conslderatlon
of the Paraguay PRP. ' » :



Monthly Family Incomes _ Metropolitan Asuncion

(U.S. Dollars). No. of Families % ~ Cum %

$  10- 30 Target 6,567 6.91 - - 6.91
- 30- 61 Income 11,148 11.73 6.91-  18.64
6l- 91 Group 14,816 15.59 18.64-  34.23
91- 122 14,512 15.27 - 34.23-  49.50
122 183 - . 16,498 17.36 49.50-  66.86
183 244 - 10,844 11.25 66.86-  78.11
244 366 .. 10,844 11.41 - '78.11  89.52
366 508 - _ 4,429 4.66 89.52  94.18
508 - 762 - ' - 3,355 ©3.53 94.18 97.71
762 1, 016 S : 1,986 2.09 © 97.71  -99.80

1,016 152 ~0.16  99.80 .~

Economic Analysis

The most immediate and significant economic effect will be employement
generation. Assuming housing built under this program is a new acti-
vity, i.e. that these units or improvements would not be built if the

HG loan were not made, then new jobs will be created in the construction
and building materials industries and related activities. There is a
multiplier effect here which, if successful, could create a mass market
for low-income housing and lead to even more employment in the building
trades.

Construction costs in Paraguay have increased markedly since 1972 but
the price of housing has risen at a slower rate than overall prices. 1/
It is not envisioned that this project will seriously impact either the
cost or availability of construction materials.

On the macro economic picture, Paraguay has experienced relatively rapid
economic growth in receat years and this is expected to continue. The
Gross Domestic“Pyoduct rose at 7.2% per annum in 1973 as compared with
5.3% in 1972 and 4.6% in 1971. On a per capita basis GDP grew at a rate
of 4.4%. in 1973, 2:7% in 1972 and an average of 2.17 during the previous
decade.

Paraguay s impressive record of price stability has suffered a severe
set back over the last three years. The consumer Price Index, which in
1965-1970. increased at an average annual rate of only '1.3%, rose in 1971
by 5%, in 1972 by 9.2% and in 1973 by 12.8%. For 1974, consumer prices
rose at an annual rate of about 10%. On the side of wages, Paraguay
labor laws require an automatic revision of minimum wages whenever the
CPI increases by 10%. Although wages have increased by 25% since 1971
and are again due for revision,real wages have declined steadily. 1In
Asuncion real wages declined by about five percent between 1969 and
1973. The Government is making a strong effort to curb inflation and
keep the, price-wage spiral under control.
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Policy Analysis

The GOP does not have an official housing policy. However, in studying
existing GOP housing development and finance activities, indications

are that there is, in fact, an implicit policy whereby the GOP has

given its support to the private sector as the sector most responsible
for housing finance. This Housing Guaranty program is in reponse to a
request from BNAP (a government corporation), which is am indication
that the GOP wants to ericourage the private sector to meet the financial
needs of low income families.

Other GOP '"policies" which mlght influence this program include price
and wage control, building standards and interest rates. A tough stand
against inflation'together with the pegging of wages to increases in
CPI should help to assure that the housing needs of the target incoac
group will continue to be addressed. Though metropolitan Asuncion
requires that all construction be issued building permits, such péumite
are normally granted to lower-income families without charge or plaxn
apjroval.

This program is cons1stentw1Lh AID's shelter sector- pollcy, wﬁlch
states that, to the extent feasible, AID's shelter assistance should

endeavor to address the shelter needs of the poorer half of a country's

urban population.

Is Issues

Con51stent with the ?eccmmendatlon by the DAEC PRP review committee, the

intensive review explored the feasibility of involving Credit Unicas
as sub-borrowers for home improvement loans.

Several issues, argue against including the credit unions az sub-borrow-
ers at this time. There is presently a legal constraint to BNAP provid-
ing financing outside the S&lL system. The credit unions land to their
members at a rate of 147 and have no readjustment mechanism.

If and when these legal and procedural questions can be resolved, it

may be possible for CREPICOOP to become a sub-borrower. In the meantime-
discussions with BNAP and the S&Ls should recognize that the credit unions
might be valuable to the program as a collection service or CO*guardntor~
for loans to credlt union members.

A second'issue raised by the DAEC was related to downpayment and tax re-
quirements connected with home financing. Downpayments, taxes and closing
costs currently demand that the homebuyers have tremendous amounts of
cash at closing. Downpayments of 207 are set by law and taxes and clos-
ing costs normally add another 107 to the purchase price.
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BNAP is presently drafting legislation to reduce downpayments and

taxes and otherwise lower the closing costs. Another possibility for -
easing the financial burden to the homebuyer at c1031ngs would be

to .permit legal closing costs to be included ‘in the amount of the
mortgage. Personal loans are not faced w1th the problem of hlgh

closing costs and downpayments.

'. Part III; Implementatlon and Evaluatlon

A. Implementation Plan

The role of BNAP is to act as borrower of the guaranty funds on behalf
of the GOP. 'In addition, BNAP will set up the general lending policy
for the S&Ls; advertise, review and select proposals for contractor—
built housing projects; establish criteria for primary loans; vegulate
and monitor the activities of the S&Ls for this program; allocate funds.
to the various S&Ls; repay the American investor; and administer ihe
program implemented by the S&Ls. BNAP has basic experience in the
processing, review and inspection of housing projects. It expsects

to boost its staff with two technicians and two administrative otflcers
to handie the HG program. : :

The role of. the three S&Ls is to make primary loans elther to indi-
v1duals pureha31ng units through builder-developed prOJects, or to
individuals for home improvement and construction activities. The
S&Ls will select and advise applicants, disburse the loans, make col-

- lections, and repay BNAP which,in turn, will pay the American Investor.:

BNAP will provide the S&Ls with a program of norms and procedures to be .
used in dealing with lower-income families. Short—term technical as-—
sistance will be provided the associavions o assist them in implementing
BNAP directives, especially as they regard design and modification of
appllcants self-help and home improvement plans. Each of the S&Ls
presently have capable technical staft, whl.h may have to be slightly
augmented for this program.

The_implementatibn plan calls for HG funds to be drawn down over a
three year period. When the funds become available, it will be BNAP's
responsibility to inform the S&Ls how much will be allocated to each
institution for self-help and homc improvement so that the institution
can begin to make individual loans. For contractor built projects,

BNAP will e11c1c proposals via competitive bidding open to all builders.

BNAP will 1nspect and. evaluate proposals on a "best project at lowest -
- cost bases and the w1nners w1ll be apportloned to the various assocla—

tions.
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AID w1ll prOVLde BNAP with short~term technlcal a591stance in the
follow1ng areas:

-to establlsh aud/or adopt the norms 1nd procedures of credlt
rev1ew to lower—lncome famllles, '

—to dray up the spec1f1cat1ons for competitive bidding on the
contractor~bu11t prOJects for lower—lncome fam111es'

—to_Clar;fy methods-of loan collection from lower-income families;
-to mobilize savings from lower-income fsmilies;

~to draw up. standard17ed self-help anﬂyhoge improvement pleqs'
for. the use of lower income families; o T

~to adapt. ex1st1ng FHA-type 1n5urance norms and proccduro for
&
shelter dlternat1Ves for 1ower income famllles.v ‘

When BNAP lets the bids for cont?»ctor~beilt orojWCtop the
tions will JncJude a price ceiling affordable by med1an~1;~
lies. Any subsequent letting of bids will be subJect to constructlon
cost and income reviews. If the price of the House should rise to where
Cit is no_longer'afforoable by median-income famllles,'reductlons may
have to be made in materlal or de51gn stanéards. : :

Spaci fien-

Once a contractor bullt project has baen eompleted, 1nsptcted and
certified by BNAP, end once the plO&pP'LlVL buyers credit approval
is obtained the S&Ls will meke the mortgage loans at about 11%. Whlle
the S&Ls will contlnue to service the mortgageu for a 1% znteresty

BNAP will purchase and seek to sell these mortgages 1n Lhe ecoﬂds~y
market 1n ;order to roll OVer its iands

An individual w1sh1ng a oclf-help or home improvement lo 11 w1ll go to
an association where he will £ill out en appllcatlon form and undergo
cred1t and - technlcal rev1ew

Employment, salary and land title will be confirmed and co-signatures
* may be requlred An applicant's propos ed de51gn ‘will be reviéwed by
an S&L's technical department and ii reeded, modified or redrafted.

If an applicant can provide nc building proposals; the S&Ls will ‘have
standardlzed BNAP-prepared -plans which may be suggested The SE&Ls " may
also prov1de advice on obta1n1ng bulldlng permlts and/or u31ng local
-builders in a partlcularly trlcky 51tuat10n. :

 BEST AVAILABLE COPY
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For small home improvement loans the S&Ls may now accept forms of
collateral other than title, including personal signature loans for

up to 2 years. BNAP realizes that a 2 year non-mortgage loan for - .
home improvement %s clearly too short a term for most low income fami-
lies and therefore should be extended to at least five years. In the .
case of loans for purchase or construction of new homes, the S&Ls will
issue mortgages insured and purchased by BNAP. Under the HG project,
builders will be able to obtain construction f1nanc1ng through the '
S&L associations.

The self-help and home improvement components of the program would
assist the savings and loan system to reach lower income families who
already own a piece of land, with or without improvements. The S&L,
with BNAP assistante, will put together building guidelines for po-
tential borrowers, so that in most cases, the loans can be covered

with BNAP mortgage insurance, There will be times, however; particu-
~larly in the aase of home improvement loans, where the amount of the

loan will be relatively small vis-a-vis the value of the lot and
existing structures and the borrowers would not want to give a Lleh
on his preperty. As an alternative, the S&L could mske the ilonu on

the personal recognizance of the borrower, or other collateral, both
of which are permissible under existing BNAP regulations for the S&Ls.

The following condlulonsw111 be negotiated with BNAP as part of the
1mp]ementat10n Agreement. Prior to the first disbursement:

1. BNAP will submit for SER/H review and concurrence a program |
of norms and procedures for the technical and financial review of all
lower-income applicants for shelter loans. Included within these norms

and procedures will be adequate provisions to assure tha: zolf-help and
houe-improvement and contractor built mortgage loans are suitablie
for those families earning at the 50th percentile income ievel or below.

2. BNAP will submit for SER/H review and concurrence a program
for the implementation of competitive bidding for the contractor built
homes related to this project. BNAP will also provide a plan as to
~ how selected projects will be apportioned among the several S&Ls.

3. BNAP wili'Submit'to'AID satisfactory: evidence that, the mortgag
terms, downpayments, loan periods and c1091ng fees are sultable to the
target 1ncome group.

4. BNAP and the S&Ls will submlt to AID detailed projections of -
thelr stafflng plans over the duration of the drawdown period.



13.

~Bvaluation Plan

The Logical Framework (Annex A) outlines the basic elements of the
propsoed HG evaluation system to be used in Paraguay. Subject to
further discussion on the adequacy of this. Framework with the GOP,

 the borrower's implementation agreement will contain an evaluation

plan that specifies the elements and frequecy of periodic evalua-

tions to be conducted, as well as assign responsibilities to the

institutions that will participate in the joint evaluation.



PARAGUAY - LOW INCOME HOUSING GUARANTY

Sector Goal

To increase the availability
of housing stock for lower
income residents by stimu-
lating the private and public
sectors to undertake financing,
design and implementation of
.shelter alternatives for them.

Project Purpose

To incrcase the amount of
self-help, home-improvement
and mortgage financing
accruing to lower income
families.

W

logical Framework Matrix

Qb jectively Verifiable Indizators:

1. An increase in the percentage of
urban housing stock affordable

to median and lower income

families.

2. An increase in the annual pro-
duction rate of housing for lower
income families.

3. An increase in the number of

self-help and home improvement
loans.

End of Project Status (EOPS)

1, 4 1930 lower income famils :s
reached through one of the 3
housing alternative offered in

this program.

2. HG resources fully disbursed.
3. Attainment of a level of
domestic financing for target

income group equal to level of
HG financing. s

SEST AVELS L

Means of Verification.
1. BNAP housing census.

2. Municipal building
permit records.

3. BNAP and S&L records.

1. ZNAF, G3L and 2U

record e,

2. SER/H records and
in-county reviews.

3. BNAP and S&L records
cf funds carmarked for
lower income housing.

Annex A

Important Assumptions

- Units are affordable by lower-income
families.

- Private and public sectors will be
motivated to design, finance and implement
home improvement and housing projects.

- Housing delivery and financing systems
not presently addressing shelter needs of
lower income families.

- BNAP resources will permit it to continue
o provica long-term financing for lower
income families.

- There will be adequate demand for shelter
alternatives offered.

- Devclopers will be willing and able to
submit competitive proposals for housing
projects for lower income families.

Downpayments on mortgages will provide
additional inpetus to system.



Outputs

1. Technical and financial
management staff within BNAP
and S&Ls organized to implement
lower income housing program.

2. BNAP prepares new or revised
standards and procedures upon
which to base technical and
credit reviews for lower-

income housing.

3. HG financed shelter loans
for lower income families.

Inputs
1. HG loan

2. Short-term TA to BNAP and
the S&Ls to adopt norms and
procedures to deal with lower-
income families in areas of
credit review, drafting and modi-
fication of specs and plans,
mobilization of savings-and loan
collection.

3. 10% downpayment by home-
buyers.

Magni tude

1. De51gnat10n'of new or
existing staff to handle program.

2. New standards and procedures
for low income housing.

3. a. 4+ 650 $750 loans for
home improvement.
b. + 750 $2,000 loans to
lot owmers.
_c. <+ 625 $3,150 loans on
contractor built homes.

Implementation Target

1. $4 million
a. 2M for contractor-built
: projects
b. 1. 5M for self-built or
owned lots.

c. $.5M for home improvemcut.

2, 3-4 man months

Means of Verification

1. BNAP, S&L and CU
verification.

2. - BNAP verification.
- SER/H reoview
3. -~ DNAD, S8L zccoxds.
- Cn site reviews.
- Construction cost and

» myosy weowe? yea
LLCTLIE TEVICWSe

BNAP and S&IL records.

Important Assumptions.

- With a small amount of training and
slight increase in numbers, existing
staffs at BNAP, S&Ls would have capacity
to implement HG program.

= Technical and credit review standards
will be somewhat lower than at present.

~ There Is an existing set of technical
and financial standards.

- Tossibliiiiy of iucreased purlfolio
motivates DNAF to concern itself with
low-income home mortgages and to

allocate staff.

- G.0.P, will guaranty H.G. loan.

- Limited H.G. resources can be
allocated for T.A.

- Consultants with expertise in the
area of designing and financing low
income houses are available.
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TRANSIATION - ,
5/29/75 (C.L. Elmendorf)

NATIONAL BANK OF SAVINGS & LOAN FOR HOUSING.

Asuncion, 21 May 1975

© Me. Oliver L. ‘Sauce, Director :

USAID/Paraguay
City

My Dea.r Mr. Sauce:

As you are aware, the Savings & Loan system of Paraguay, the development and
direction of which Law entrusts to the BNAP, has enjoyed substantial success
in its two and one-half years of existence, principally because it has baen
able to win the confidence of the public in the efficient management and -

. investment of private savings. This has, further, been due in part to the

" stimulus that AID gave us to set in operation this. system for housing fmanﬂa P |
.. by virtue of the seed capital Joan it gave the Bank in 1971.

' In the course of their two and one-half yea:r:s, the system has s'tnmulated,.,
through its operations, the construction .of middie-income wu..:mg, to wiich it
| has supplled more than U S. $12 m:..lllon of fmancmg. .

Well, now, for some time the Bank has been oons:.dermg means that would allow

it to focus the System on the financing of low-cost housing to benefit the
country's lower-income families, and to this end we have decidad to request

of AID a loan of U.S.$4 million under the HIG program. This credit will be

used to facilitate the construction and purchase of new homes, and the improvement
of existing dwellings, all for families with incomes below the median, and would
be channelled through the Paraguayan Savmgs & Ioan System, with the BNAP actmg
as Borrower/Admm:Lstrator _ :

. With no further ado, I greet you cordlally,

Dr. Elig:.o Tomas Franco F.
President :

©. P.S. We sent to AID/Paraguay the’ 1975 Fmanc1a1 Pro;ectlon and data on the

Program of the System to March 1975.- L :
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20 de Mayo de 1975

Bstircado s ciior Dire »br,

Kos ¢s 3rato nnlvfoutgrle que gsta Cumarﬁ, en reprece n*xc;én

fveds L bies feedelador gue da intogran, tiene. interés ou pone
ticipar en la realis iacidn’ de Proaramas de vaiebdas para cec-
to;cs de poblacidn de nonoreu 1n5rosoq. :

Para la concrcszén du erta 1dea, ‘hemos formado una Conigibdn
‘de Estudio que formulara 103 proyectos que perwwtan llugnv 8
dlcho objctlvo. e

Conforme a 1o conve*saao con usted en la reunibn manteniﬂn ul-
tinmomente, reiteoranos nuestro -deceo de obiener ¢l asesorsriens -
‘to técnico de funcionarios . de A. I.D., especializados en Vivieie
dan Boanfnienn, rara aqe o":rnos ‘en eP*e Proyecto.

Asiinic Mo, es pcrwros poder contar pnra su ejecucidn con la syuda
sfinancicra de los Is%edos Unidos, a través del P"ograma de Gae
) © ‘rantiss de Inversiones de- da V;v;enda, de la Agencia p“ra el

Dcuarrollo Inuernaclonal. : q“ o 3

Ln 1a ;Ogurlh de que Y’ ”royecto mcnc1on do thndra unn fnvoe:
< nalile. zcop'da, ha\cman p"opacla la ocauxén \ax

atentrucy,Q, Nt e
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’29/75 (C.L. Elmendorf) : : : .

ASUNCION, PARAGUAY -

20 May, 1975

Esteemed Mr. Director" ‘

Tt is our pleasure to adV1se you that thls League, representlng the three
‘Societies that compose it, is interested in partlc:LpatJ.ng in Hous:.ng Programs
for low-—moome sectors of the population. ‘

To give substance to thlS 1dea, we have formed a Study Commission which w111
dev1se projects Wthh mll allow us to reach the;Lr goal. -

Followlng -our. dlscussmn at. the recent meeta.ngs we reiterate our wish to
obtain technical assistance from' AID experts spec1a1121ng -in low-cost housirg,
, ln connectlon with thlS Pro;]ect.

In a lnke fashlon, we bOpe to b._ aole '£o count on the fmanca.al assistance of
the U. S. in its (Pro:]ects) executlon, through the AID/H.[G program. :

With confidence that thls nrogect will. enjoy a favorable receptlon, we take
_ thlS Opportunlty to greet you very warmly. :

s ey

Ernesto Rotela P. =~ o+ o - ' Herminio Arietti

‘ Director . - S o _ ~ Vice Pte. en Ejercmlo

Senior . _

OLIVER SAUCE, Director

Mision Economica de- los EE.UU.
en el Paraguay. :
Av. Kubistchek y Mcal Lopez

" Asuncion . , _




A. STATUTORY CHECKLIST

séctioﬁ 222 (b) (1) (2) (3) and (4):

The proposed guarantied loan will be for: (1) private housing
projects of types similar to those insured by the Department

of Housing and Urban Development, (2) credit institution
- projects as described in subparagraph 2 of this section;

(3) housing projects for lower income families and persons as
described in subparagraph 3 of this section and; (4) projects
that support- cooperatlves as described-in subparagraph 4 of
this section.

'Section 222 .(c):

The total face amount .of guaranties, 1nclud1ng the one for the
subject project, shall not exceed $550,000, 000 '

1

Sectlon 223 (a):

 The A.I.D. guaranty fee will be in an amount consistent w1th
fees previously charged for housing guaranties. authorized by
A.1.D. in accordance with the powers delegated by the President.

: Seetion-223 (f):

The maximum rate of interest allowable to the ellglble U.S.
investor to be prescrlbed will not be more than one percent
above the current rate of interest applicable to housing
mortgages: insured by the Department of Housing and Urban ““
Development. :

‘Section 223 (h):

No payment may be made under any guaranty issued for any loss
arising out of fraud or misrepresentation for which the party
seeking payment is responsible. :

 Section 238 (c)‘

The guaranty agreement will cover only lenders who are "eligible
United States Investors' within the meaning of this sectlon of .
_the statute at the time the guaranty is 1ssued ”

. ]_.-‘

Section 620: -~ . - o /"

There is no avallable 1nformatlon prohlbltlng the furnlshlng of
3551stance to Paraguay. ' 'QQ?



UNCLASSIFIED
ATID-DLC/?-2119

'DEPARTMENT. OF STATE o
AGENCY FOR INTERNATIONAL DEVELOPMENT
. 'WASHINGTON, D. C. - 20523

GUARANTY AUTHORI ZATION
Provided From:  Housing Investment Guaranty

‘Paraguay: = Banco Nacional de Ahorro y Prestamo

Pursuant to the authorify vested in the Assistanﬁ
Admiﬁistrator, Bureau for Latin America, by the Foreign
Assistancé Act of 1961, as aﬁended (FAA), and the delegations
ofvauthority issued théréundef, I hereby authorize the iésuénce
_of guaranties pursuant to Section 222 of tﬁe FAA oflnot'tq
exceea four million dollars ($4;000;000).iﬁ face amount,
~assuring against losses (of not to exceed one hundred per
centum (100%) of loén investment and interest) with reépegt
fo'loaﬁs'by eligibie U.S. investors (Investor) ﬁcceptéble to
A.I.D;'made to finance hbusing'in Paragﬁay. |

This guarénty shall be subject to the following.terms

and conditions:

1. Term of Guaranty: The loans shall extend for a
period of”up to thirty years (30) from the date of disburse-

ment of the first installment of_the loans inclﬁding a grace



period oﬁ the repayment 6f prihcipal not to exceed ten (10)
years. Thé guaranty of tﬁe loans shall extend for a period
beginnihg‘witﬁ ﬁﬁe first disbursement of the loans ana shall
continue until such time aé-the Investor.has been_paid in
full pursuant to fhe tefms of the loans.

2. Interest Rate: The rate of interest payable to

the In§estor pursuant to the loans shall not exceed the ailow~
able‘rate_of interest pfescribed pﬁrsuant to Section 223 {f) .
bf the_FAA aﬁd shall bé consistent with rétes of interést
‘generally availébié for similar typés of loans.

'3._ Government of Paraguay Guarantvy: The Government of

Paraguay_shali_pr¢vide for a full faith and credit guaraﬁty to
_A.I.D; in_qnited State$ doilars'assuring_againét any and 511
losses tQ;A-fo- by_virtue of A.I.D.'s guaranty to the Investor
or from nonfpaYment‘of the guaranﬁy fee.

 74,, Egg:' The fee of the United States shall be payable
in dollérsAénd_shali be one;hélf of one bér centum (%%) per
énHU¢}of the,outstaﬁding guarantied amount of the loans plus
fhe fixed_amdunt of $0,000 to Be'baid as A.I.D. may determine

upon disbursement of the loan.



5,. Other Tefms and Conditions: The guaranty shall be

SO sﬁbject>to.such'other terms and conditions as A.I.D. may deem

- necessary.

~ Assistant Administrator

Bureau for Latin america -

Date -




