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ACRONYMS

CABEI - Central American Bank for Economic Integration

CEDEN - National Evangelical Committee for Development and Emergency

CONSUPLANE - National Economic Planning Office

ENEE - National Electric Company

FEHCOVIL - Honduran Housing Cooperative Federation

FINAVI - National Housing Bank

FUNHDESA - Honduran Foundation for Development

INVA - Housing Instirtute

JNBS - National Social Welfare Board

IMETROPLAN - Task Force for the Preparation of Metropolitan plan for
Tegucigalpa , since converted to the Municipal Planning
Cifice of the Central Iistrict.

PADCO - Planning and Development Collaborative

SANAA - National Water and Sewarage Authority
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I. SUMMARY AND RECOMMENDATIONS

A. Recommendations

USAID/Honduaras recommends authorization of a $10, 500,000
Housing Guaranty in FY 78, and a $102,000 grant in FY 79.

R. Background and Project Description

1. Background. There is a substantial need for new or
improved shelter in Honduras. The existing housing stock suffers
from major structural and basic service deficiencies. Over sixty
percent (60%) of the units in the urban areas are overcrowded and
structurally unsound. More than twenty-five percent (25%) are
without water and sanitary facilities and more than forty-two
percent (42%) of the housing stock consists of one or two room
units.

The resulting shelter problem in the urban areas related to the
existing housing stock is further aggravated by the inability of
the formal housing sector to meet even the annual shelter needs
created by population growth and obsolensence alone. As a result,
over sixty percent (€0%) of the families residing in Tegucigalpa
and San Pedro Sula, and over ninety percent (90%) of those resid-
ing in other urban areas have had to resort to informal construction
and financing mechanisms to meet their shelter needs.

It is unreasonable to expect that the shelter problems of
Honduras' urban poor can be solved fully within the next ten or
twenty years. Rut Honduras must begin to undertake to do so ir.

a serious and svstematic fashion, Appropriate, low-cost housing
solutions must te introduced and proven and equally important,
the essential national institutional bases must be established if
there is to be sustained progress in attacking the problem.

The Government of Honduras recognizes the significance and
magnitude of the shelter problem confronting the urban poor, and,
has recently established a national housing policy which provides
an adequate framework for beginning the larger tasks ahead. This
policy accords the leading role to the Housing Institute (INVA),
an institution with some experience and some considerable defi-
ciencies.

This project concentrates on developing INVA's institutional
capacity and competence. At the end of the project it is expected
that INVA will have the capability to deliver increasing numbers
of shelter solutions affordable by Honduras' urban poor.



1/

. Project iwecntion,  Up vo ten (10) person years of
technical assistance will be provided to develop within INVA:
aY the plarniy: aocd manademe:t capability to estublish and to
carry out pro:ramn in keepin: with the institution's mandate;
PY the technical capatilivy vo design, construct, deliver and
service minimnm cost chelter ~nits affordable bty the urban
poory o) the tinancia! capability to manage its mortgage and
lon portiolios, i< well as its other capital assets, and d)
the overall capabilitv to extend its programs to urban s1lum
areqs and o secondary citiesa.

A 410,500,000 loan under the Housing Guaranty program will be
combined with nearly $€,000,000 in host country resources to finance
minimwn-cost shelter programs, as follows:

Program Number Cost Affordability by
(Uss$'s) Income Percentile(%)
Si‘es and Services Lots 2,625 $ 1,500 Major cities = 17 %
Sec. cities = 30
Core unit housing 1,575 2,500 Major cities = 30
Expanded core housing 1,050 3,500 Major cities = 39
Home improvement loans 3,500 500 Major cities = 10
Sec. cities =19
At the end of the project, it is expected that INVA will be a
sound financial institution capable of managing the production and
serviciny of 2,000 minimum-cost units and 1,000 home improvement
loans annually.
5. DProject costs.
(UsSs000's)
AID
Component HG Grant  HG-Fee G O H Benefi- Total
Funded ciaries
1. Institutional
Development - 102 300 - - 402
2. Shelter Programs 10,500 - - 5,000 987 16,487
10,500 102 300 5,000 987 16,889

— e e e~

1/ 4.2. PY consultant services and 5.8 PY of participant trainim.
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C. Issues

Issues raised during the DAEC reviews (PID & IR) have all been
addressed in this Project Paper. Some were also addressed in great
depth in the Interim Report.

The fundamental issue, however, was the redesign of the project
to account for the concerns expressed with regard to the length of
the project and the size of the commitment of AID resources in light
of INVA's institutional capability. The original project was design-
ed on the basis of a $15 M HG &and a $7 M GOH contribution and an im-
plementation period of © years. In response to this issue raised by
I'AEC, the proiect has been redesigned to reduce the scope to the
extent possible, without sacrificing the basic project goal: to ex-
pand the supply of shelter services affordable by the urban poor on
an on-going and self-sustaining basis. It was determined that INVA's
minimun contribution to the achievement of this goal would consist of
reaching a sustained annual level of production cf at least 2,000 new
sives and services units and 1,000 home improvement loans. This level
was determined on the basis of INVA's potential institutional capabi-
lity, the yearly increases in production that could be reasonably
anticipated, and the need to generate sufficient capital from INVA's
production and servicing operations to cover its operating costs. As
shown in the Project Plaaning and Tracking Network, in the Cash Flow
Analysis and in the Project Delivery Plan, it was determined that this
level could be reached over a four year period. A shorter period with
reduced financing, while contributing to the development of INVRA, would
fall short of achieving the project purpose as INVA would have only
begun to reach an efficient production level while still showing net
operating losses during the life of the project.

In view of the concern of the Mission and of the GOH with the
need to expand the supply of low-cost shelter services to other regions
oi the country, the project has been designed to include, on a pilot
rasis, the expansion of the same shelter solutions to secondary cities.
The timing for this was predicated on the assumption that the projects
in Tegucigalpa and Sanr Pedro Sula had to be well under construction
before INYA's planning, design and engineering sections could become
involved within the same four year time frame in producing approxi-
mately five small projects in three to five secondary cities. Thus
INVA should be in a position to implement its programs expeditiously
and a follow-on HIGC loan for secondary cities and regional market
development centers.

The project design also includes three levels of solutions which
address the total range of effective demand helow median income levels,
based on full cost recovery. It was considered important that these
three levels be included to demonstrate their effectiveness in addres-
sing the needs of the poor and to be responsive to the policies of
both INVA and the GOH which stress the need to provide housing for
the full range of low-income families,



The concerns of the DAEC which reviewed the Interim Report for
this project have been addressed, and the goal and purpose of the
project retained, through an increase in the amount of technicil assis-
tance and the mixed use of HG and GOH funds. The additional
sub-projecrs in San Pedro Sula and the secondary cities and the sub-
sequent stages ol proposed projects which were initially contemplated
have been eliminaved. These will be produced subsequent to the imple-
mentration of rthis project, using the continued GOH contribution to
INVA, roll-overs from the existing portfolio and that generatved by this
project, anticipated profits, and a possible follow-on HG loan. The
follow-on HG loan is planned rfor FY82 to substantially expand INVA's
production and servicing of affordable housing in the secondary cities.
Furthermore, it is anticipated that after achieving the goal of this
project, and with a follow-on HG loan, INVA can begin to enter the
bond market to capture other local financial resources and eventually
become a self-financing institution with a growing and substantial
production of low-cost shelter to effectively serve the needs of the
poor in Honduras.



IT. PROJECT BACKGROUND AND DETAILED DESCRIPTION

A. Background
1/

1. Population Growth and Urbanization: = Honduras is enter-
ing a period of rapid urbanization marked by the concentrated growth
of population in a number of urban areas. At present, the small size
of the Honduran population, its relatively low level or urbanization,
and the presence of agricultural frontier growth areas, suggest that
its patterns of urban growth may well differ significantly from those
experienced in other Latin American nations. While overall population
growth, urbanization rates, and migration are high, it appears that
migratory trends are consistent with spatial changes in the distribu-
tion of economic potential and national development. The predominant
direction of migration tends to be toward those areas of rapidly ex-
panding development potential such as the Sula Valley, and away from
0ld settlement areas in the Southern and Western regions of the
country characterized by high densities, low agricultural output and
relatively low levels of sccio-economic opportunity. The present
situation affords the Goverrment of Honduras a unique opportunity to
encourage urbanization patterns which support its national development
objectives and programs.

Despite the highest rate of overall population growth in Latin
American (an estimated 3.5%), Honduras' urban population 2/ only
ircreased from 30% to 37% of the national population between 1961 and
1972 . While rapid urban growth is a relatively recent phenomenon,
characterized by considerable variation in the growth rates of the
24 urban centers with 5,000 or more inhabitants in 1974, ten of those
had compound annual growth rates of over 5% between 1961 and 1974,
Much of the migration in Honduras is urban as the propensity of the
rural population to migrate is only about half that of the urban popu-
lation. which in part accounts for the variation in urban growth rates
and the relatively low level of urbanization despite high overall
population growth.

The two largest cities are the Central District of Tegucigalpa
and Comayaguela with a 1974 population of 270,000 growing at approxi-
mately 5% per annum, and San Pedro Sula with a population of 148,000
and a compound annual growth rate of over 7% between 1961 and 1974.
The major focus of much of the country's urban growth, San Pedro Sula
is located within 40Km of three other urban centers growing at over

1/ This section of the paper is based primarily upon the report "Recent

~  trends in Urban and Regional Development in Honduras: Background,
Alternative Strategies and a Proposal for an Urban Assessment", pre-
pared for USAID/H by DS/UD.

2/ Refers to inhabitants of settlements with a population of 5,000 or
more,
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5.5% per vyedr, causing a pronounced concentration of population within
the Sula agro-industrial valley which is likely to lead to considerable
adjustment and absorption problems. Yet,while preliminary evidence
sugqgests that the rapid growth of cities in Honduras follows and
facilitates the current pattern of growth in the modern sector of the
national economy, there is some indication that unemployment is
greatest at tne principal destinations of the migrants. The unofficial
rate tor Tequcijalpa, for example, is 17%. These areas typically have
sunstantial infrastructure deficits and limited capacity to respond to
the increasing demands of rapid urban growth.

7. 'Tne Housing Situation: The Housing Census conducted in
1974 ("Censo de Poblacidn y Vivienda") by the Direccidn General de Es-
tadistica y Censos (DGEC) served as the initial basis for the GOH
National Housing Policy, issued in 1976. The census indicates that
approximately 607% of the national housing stock suffers major struc-
tural or basic services deficiencies. Applying minimum standard
criteria, this yields an existing national housing deficit in excess
of 300,000 units. As can be expected with the majority of the popula-
tion still in rural areas, a major pertion of these uni:ts is rural.
Ye ', there are seriovs deficiencies in the urban housing stock as well,
with €7.5% of the urban units built of adobe, dirt and wood, wood
sticks, cane or other temporary materials, over 26% with dirt floors,
2% without running water, 44% with two rooms or less, and over 21%
classified as '"cuarterias", single rooms rented as living units with
snared kitchens and sanitary facilities. 1In the major cities of Tegu-
cijalpa and San Pedro Sula, approximately 60% of the units are severely
overcrowded.

These conditions have been further investigated in a study of
low-income urban communities undertaken by a consulting firm for the
GOH, 2/ which identified the following problems as characteristic
of the sector:

4, The housing stock in these communities is deteriorating, sub-
standard and unsanitary.

b. Inner city communities have insufficient basic services
(water, sewer) and peripheral communities tend to lack sani-
tary services altogether. Health conditions are poor.

c. The level of illiteracy is higher for residents of these
comrunities than for the population in general.

1/ PADCO, "Acciones Especificas Relacionadas con la Elaboracién del
Plan Nacional de Vivienda para Honduras: Informe Final'" and

Anexo: Estudio del Sector Vivienda Informal, Januapry, 1978,
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d. Consunption of food, water, cooking fuels, electricity,
and clothing is lcw and at high prices.

e. Families in these communities lack the information they need
to function in the urban context (e.g. knowledge of job
opportunities, of methodg of securing legal tenure to land
and structures, of services available to meet their needs.)

The study concludes that such problems will tend to increase
over time in magnitude (population affected) and intensity (degree
of incidence).

The resulting shelter problems in urban areas related to struc-
tural deficiencies, lack of minimal infrastructure services, over-
crowding, poor environmental health conditions, and lack of privacy,
are compounded by the fact that over 70% of the urban population
lacks all possibility of financing conventional dwellings in the
existing market. The seriousness of this situation is confirmed by
the estimated 7,000 to 8,000 low-income urban households which annual-
ly solve their housing needs through their own efforts in the informal
sector, This activity accounts for approximately €0% of all the units
in Tegucigalpa and San Pedro Sula and a much higher percentage in
other urban centers.

In addition to the existing deficit, the National Housing Policy
has estimated that the annual national housing need arising from
population growth and replacement of deteriorated units is approxi-
mately 2€,000. On the basis of the 1974 census, it is estimated that
a total of 73,400, or half, of the urban E?milies were Lelow urban
median income levels throughout Honduras., = With an urban popula-
tion growth of 6% per annum, and an annual replacement factor of 2%,
an estimated 5,900 new shelter units will be required each year by
urban families which are below median income levels. In recent years,
housing produced by the formal sector for all income groups through-
out Honduras has averaged slightly more than 2,000 per year. As noted
in the National Housing Policy, the annual, national need of 26,000
units to accommodate population growth and obsolescence alone exceeds
the total accwnulated formal housing production of the country (public
and private sectors: between 1970 and 197S.

The implications of this discrepancy are already becoming apparent.
Indicators which reflect general cost and availability trends for
housing suggest that rental housing, to which most low-income families
in Tegucigalpa and San Pedro Sula must resort, is considerably more
expensive than equivalent owner-occupied units in these and other
larger urban centers, and is particularly expensive in the rapidly-
growing North Coast and Sula Valley areas. The close correlation

1/ The median monthly family income level as of September 1978 is estd -
mated at $181 in Tequcigalpa, $163 in San Pedro Sula and $133 in

other urban areas.



between recent rates of urban growth and housing cost increases in
such areas suggest that in the absence of major increases in the
available supply of housing, continued urban growth cannot be accom-
modated without considerable housing price and cost increases, which
will worsen the already serious housing problems of the urban poor,.

3. GOH Response: The articulation of a National Housing
Policy in 1976, on the basis of data generated in the 1974 Housing
Census as well as in the other studies prepared by consultants for
the GOH, provides a clear indication of GOH determination to address
the problems of the shelter sector within the context of balanced
national development planning. As stated in the National Housing
Pplicy paper:

"Probably one of the main obstacles to the implementation of
a Housing Policy lies in the distorted image of the important
part played by the Sector in economic and social development
in terms of the direct stimulation it affords in the areas of
production, the creation of jobs and savings, and its reper-
cussion on social aspects such as health, education and wel-
fare, all of which are essential to improving the standard of
living of the Honduran people.

"It is not intended therefore to continue treating housing as
one more element of the social welfare package in which the
State's limited resources are allotted in a dispersed and
isolated manner among a few beneficiaries without causing a
real impact; much less is it intended to postpone specific
actions until such time as the country has achieved a certain
degree of economic growth . . ."

("National Housing Policy for Honduras", English Translation,
RHUDO. Tegucigalpa, AID, 1978. p. 6 and 7.)

On the basis of this approach to the sector, the National Hous-
ing Policy stresses the need to increase investment in housing and
to distribute it both to those groups which have not had access to
long-term housing finance and to those regions of the country where
economic growth and development potential are greatest. It calls for
the reorganization and strengthening of public and private institu-
tiong in the secor, the initiation of programs to provide such basic
and sanitary shelter services as serviced sites and core housing
priced within the means of low-income people, and the provision of
assistance to the informal housing sector. The Chief of State has
created the National Housing Committee®, as a high level sectoral

“The National Housing Committe is composed of the following seven
members: Executive Secretary of CONSUPLANE (National Economic
Planning Office), Manager of INVA, President of FINAVI, President
of UNBS (National Social Welfare Board), Manager of the FEHCOVIL,
one representative of the non-profit associations (FUNHDESA,
CARITAS, CARE, CEDEN) , and the Manager of the Honduran Chamber
of the Construction Industry.



bod, whose mission consists of "coordinating, processing, promoting
and evaluating the guidelines, policies and measures tending to the
achievement ot objectives and goals of the National Development Plan,
the Annual ‘perative Plan and the functional-philosophic directions
of the nationral iousing Policy." This Committee has been charged
with the developient ol a realistic five-year national housing plan
based on the lational Housing Policy, to be included in the overall
SOt hational fevelopsent Flan for 1979-1983.

The Hdatiopral iousing Plan, now in preliminary draft form, will
identify the Instituto de la Vivienda (INVA), a semi-autonomous
public corporation, as the principal public sector institution res-
ponsible for the production and financing of low-cost housing, for
wnich ~he GOH intends to continue and subseqguently increase its
current $1.% irillion annual contribution. Through INVA's Board of
I'irecrors (corposed of the Minister of Public Works as president,
the Minister of Labor, the Minister of Planning, the President of the
{entral Hank of tonduras, one representative of the Associacion of
Archivects and Encineers. and two representatives of the public
interest, appoinved by the Chier of State). the GOH has initiated a
rajor reform of this institution to improve its efficiency and pre-
pare it for the role it is to play in implementing che national
nousiiy plan. In addition, and in recognition of the immediate need
to increase the supply of shelter services for the urban poor, the
GOt has bequn to 1rplemenL the sites and services program, a critical
elomans ot (. luvional livusing Tolicy. on a pilot basis with financ-
ing {rom the Central American Bank Ior Economic integration (CABET).
The GOH has requested additional financing from AID for the signi-
ficant expansion of this program, and directed INVA to prepare the
planning and design work for specific projects, which its staff is
presently completing.

4. Cther Shelter Institutions. While there are several
important shelter institutions in Honduras, they have neither the
scope nor the mandate required for addressing all aspects of the
low-cost housing delivery system. FEHCOVIL, the Honduran Housing
Cooperative Federation, has a relatively smaller scale operation than
INVA, having produced approximately 1,800 units in the ten years since
its crearion on a cooperative housing basis serving mostly middle and
lower middle income families. (INVA production during the same
period, while irreqular due to difficulties in obtaining financing,
was over 7,000 units.) FINAVI, the National Housing Bank and a
relatively new institution, is receiving assistance from AID in or-
ganizing and consolidatihg the savings and loan system for the role
which the MNational Housing Policy calls for it to play in mobilizing
resources for housing finance. Although both of these institutions
recognize the need for housing programs at prices affordable by the
urban poor, and will to a limited extent participale with INVA in
addressing this need, the National Housing Plan calls for them to
direct the major part of their efforts to meeting the substantial
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housiryy demand of middle and lower midcle income groups. lNevertheless,

RHUPC/ROCAP is promoting and supporting the financing of low cost

pilot housing projects by FEHCOVIL and FINAVI through CABEI, and will

continue to support their efforts in the future; however, the combined

production of low-cos: housing by these two institutions is expected

to amount to approximately 10% of the number of low-cost units which
NYA will pnroduce.

S. CABLI's role. AIl''s policy is to develop within CABEI
a self-sustaining secondary mortgage market operation to support the
promotion, development and financing of medium and low-cost housing
in Central America.

INVA previously requested a $22 million loan from CABEI for its
sites anu services projects. However, CABEI had committed all of the
runds wnhich are available from AID under the 003 loan as well as the
$20 million available from its own resources (bond sales) and has not
yet fully developed its secondary mortgage operation at a level suf-
ficient to finance the requested loan.

RHUDO/RCCAP is reviewing CABEI's secondary mortgage operations
and CABEI's promotional and financing efforts on low-cost housing in
order to prepare rccommendations as to future AID involvement with
CABZI. A major input to this review is the housing policy which is
currently being prepared by CABEI which will be available in October
after it has been presented to its Board of Governors. The Board of
Governors had requested such a policy when CABEI requested an increase
in its capitalization from 60 to $200M.

Since CABEI will not cbmplete disbursement of its current $46M
HG for at least one year and it is unlikely that CABEI will formulate
and begin to initiate its new housing policy with its own financial
resources and with an improved staff and organization, which ROCAP
and DS/H consider necessary before providing any additional loans to
CABLCI, within a time frame suitable for the development of this
$10.5M project, this loan will not be channeled through CABEI.

Furthermore the objectives of this project can better be served
through a bilateral loan since considerable technical assistance
will have to be provided to INVA. It is administratively advanta-
geous to fund such projects bilaterally in order to control more
closelv the interactions between technical assistance activities and
loan disbursements. CABEI does not have the technical expertise,
nor the manpower available to provide and monitor the TA that is
required to implement the proposed project.

6. AID Support: AID has been involved in both rural and
urban housing in Honduras for fifteen years. The earliest involve-
ment was financed by four Housing Guaranty loans totaling $7 million
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for sixteen nundred middle and lower middle income units which were
constructed in Teguciialpa during a ten-year period starting in 19€3.
Subsequently, AIl has prowvided two concessional loans (522-W/023 and
028y, one for &1 million for rural housing with INVA and another for
&4 nillion for urban housing. Loan agreements on both lcans were
sijgned in 1975. The urban housing loan, which is still being dis-
bursed. has been used as a seed capital loan to establish a savings
and loan svstem 1i: Honduras.

as stated ir ivs Annual Fudget Submission for FY 1980, USAID/
ironduras has cerermined that ils existing and proposed programs aim
"at increasing the Goverigient's capability to meet the basic human
needs o!f increasing numbers of poor in Honduras by working directly
1o overcome obstacles in four major areas, i.e. planning and analysis,
developmen' administration, delivery systems and human resources de-

veloprent™. Applied to the urban sector, the Mission's strategy is
"predicated upon its perception of urban development within a re-
gional., . . development framework as an opportunity to facilitate

essentially healthy population movements toward some productive,
diversifiec economic and social environments. Further, the strategy
is intended to support, strengthen, and encourage the host country's
ability and effort to define and implement urban and regional develop-
ment joals and programs well in advance of the time that urbaniza-
vtion becomes a major, unmanageable problem". (DAP, Summary Strategy
Srvatement, USAIl'/Honduras, May, 1978, p.50.) While the Mission intends
ro formulare a more detailed strategy on the basis of an indepth urban
sector assessnent to be completed in 1979 with assistance from DS/UD,
it contemplates as a primary objective "the expansion of the human
resources base in technical rields related to the urban environment,
and the creation, strengthening, restructuring and coordination of
institutions responsible for development of the urban sector."

7. FProject design: RHUDO/ROCAP has focused its efforts
on INVA as rhe primary insticution for the production, delivery and
financing of low-cost housing for the poor, and has initiated a series
of detailed background studies and analyses of INVA's institutional
capabilities and needs, its financial condition, and the low-cost
shelter activities which consitute the proposed project. Specifical-
1y, these include:

- an evaluation of INVA's institutional capability with regard
to overall management operations in planning, construction,
and delivery of projects;

- an evaluation of INVA's institutional capability with regard
to its management of financial resources;

- an assessment of the functional relationship between INVA's
Board of Directors and management, including specific re-
commendations for modification of its internal regulations;
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- a review of INVA's home improvement loan program with recom-
mendations for reorientation and expansion of this oper-
ation;

- an in-depth financial analysis;

- a technical evaluation of INVA's site development capability
and criteria, and an envirommental planning and design
evaluation of potential project sites.

Tne findings and analyses of these studies have been incorporated
into the design of the proposed project, In addressing the critical
shelter needs of low-income Hondurans, the project is designed to
strengthen INVA as the primary institution designated by the GCH to
serve this group. The project will provide INVA with both the insti-
tutional capability and requisive experience for the major expansion
of its low-cost shelter programs in the country's primary urban areas,
secondary cities and regional market centers as envisioned in the
National Housing Policy and in the GOH's overall National Tevelopment
objectives. Tn addition to the proposed $10.5 million Housing
Guaranty (HG) loan, AID programming tentatively calls for a follow-on
HG loan to INVA of approximately $10 to $15 million in 1982 to
consolidate the institutional gains achieved wicth this initial loan
and to significantly expand the delivery of low-cost shelter solu-
tions to secondary cities and regional market centers.



E. Devailed lescription

1. Project Goal: The project goal is:
To expand the supply of shelter services affordable by
the urban poor in Honduras on an on-going and self-sustain-
ing basis.

Urelerlying thic zoal is the premise that increased shelter production
and finaneing on the part oif rormal sector institutions can and doec respond
to the unsatisiied demand or low-income families by reducing costs to
afforiable levels and providing long-term credit. Such an approach allows
low-income families to build equity as they amortize their units, and
provides tor replicability by creating a pool of resources from loan
repavnents which can be re-invested to continue expansion of the supply
oi 1uw-cost shelter, As noted in the Project Background, the GOH
Jarvional Housing Policy assigns to INVA major responsibility for the
public sector production and delivery of low-cost shelter services
for the poor. In focusing on INVA, the project will serve to develop
ardd strengthen the formal housing sector and significantly extend the
reach of its resources to serve the shelter needs of the poor. This
will be accomplished through: a) the provision of technical assistance
to develop and institutionalize improved methods of management and the
productdon of lower cost shelter soulutions; b) the provision of a Hous-
iny Cuaranty loan to finance a major and sustained increase in the annual
production of low-cost units; and c¢) the improvement of INVA's financial
position which i3 expected to result from the combined effects of
improved management and increased production. The goal is consistent
with the GOH National Housing Folicy, with USAID/H urban development
objectives, and with AID's shelter and urban development policies and
activities {(specifically PD/S55 and PD/67, as well as FAA Section 106
as amended in 1975).

2. Project Purpose: The purpose of the project is:
To develop within INVA the capability to produce and
deliver on an annual basis approximately 2,000 low-
cost shelter solutions and 1,000 home improvement loans
affordable by families below the median income level in
both primary and secondary urban centers in Honduras.

The project is designed to allow for the gradual expansion of
INVA's production capability to the point where it can produce and
deliver, in accordance with its increasing institutional capacity,
the proposed level of new units and home improvement loans in each
of the last two years of project implementation. By the end of the
project, INVA will have programmed and prepared additional, similar
projects, and arranged for the necessary financing, to maintain or
expand these levels of production.
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With improved management and production capability at this
level or production, IHVA will achieve overall net positive operating
results by the third vear of project implementation, The HG loan
runds will enable TNVA to maintain this level of production for one
addicional vear, thereby further increasing and solidifying the
positive cash flow of the institution, and providing additional roll-
over runds to finance additional, similar shelter programs in low-
income urban barrios and smaller secondary cities and market centers.
By the end of the project, on the basis of this annual production
fewvel, THVA will be able to cover all of its overhead costs associated
with the planning, design, construction and marketing of units, from
the mark-up on direct construction costs and from front end fees. The
interast spread between the cost of funds to INVA and that charged to
“he purchaser will enable INVA to cover all its costs associated with
servicing mortgages and home improvement loans. Downpayments on new
univeo, improved collections, and maintenance of a low delinquency
ravte on its portiolio, will result in additional funds (new and roll-
over' ror re-investment. By 1982, INVA is expected to have net positive
operating results., These funds (and funds from the recovery of land
purchase costs on the sub-rrojects to be constructed) will be available
“or re-investment in the following year to finance increased production
(and additional land acquisition) and growth in the institution's
mortgage and loan portfolio, a trend which INVA is expected to sustain
with re-investments of increasingly larger positive net operating
resul s thereafter.

laring the final two years of project implementation, INVA will
produce, deliver and service approximately 500 shelter solutions
{iLovels IX and III) and make approximately 100 home improvement loans
(Level I) in pilot projects in secondary cities and/or regional market
centers,  This experience, ard the development of appropriate systems
and procedures in regard to contracting for construction, inspection,
orieritation, marketing and, most important, collection and servicing
of mortaages and projects, will enable INVA to program and manage
widely tispersed small projects. Such prccedures will serve as the
hasis ror the expansion of INVA's operations in smaller urban centers
in cupport of overall GOH development planning and programming through-
out the country's regions.

Achievement of the project purpose assures that INVA will have
complied with the objectives set for it in the National Housing Policy
by producing housing on a national scale that is affordable by and
suitable to the needs of low-income groups. It will have demonstrated
the viability of such projects and thus provide for their replication
and for the production of the maximum number of solutions from the
resources available. Furthermore, INVA's activity will represent the
first large-scale institutional effort to address directly the shelter
needs of the urban poor in Honduras.
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3. Planned Cutpuis: The project will lead to the development
within INVA of:
a: the planuing and management capability to establish
and carry out shelter programs in keeping with the insti-
tution's mrandate.
barly in 'he project, the functions and responsibilitvies of
INVA's manajenent and Board ol Directors will be clearly established.

The Board will delireate overall institutional policy and the res-
ponsinility lor ovperations will be delegated to management. By the
end or the project, in Keeping with its increased responsibilicies,
IIWA's top and riddle management will have received training in
such tilelds as personnel administration, auditing, accounting

and reneral manacement practices. Systems for internal reporting,
auditing and budgeving ror all divisions and offices will have

teen developed and implesented, allowing for more effective internal
policy and operational control. Management will have developed
inproved proiect planning and programming procedures for: the
evaluaiion, selection, and acquisition of project sites; the budget-
lny dnd rinancing ol projects to be developed on these sites; and
the inter-ajgency coordination for providing infrastructure services.

bt  The technical capability to the design, construct
and deliver minimwn cost shelter solutions affcrdable
by the urban poor.

Implementation of the project will result in INVA's having
adopted significantly reduced design standards in regard to unit,
urbanization and site design: established construction cost and
schedule control systems, and trained personnel in their use;
developed procedures for timely inspection and unit accpetance; and
have improved contracting and disbursement procedures in use. 1In
addizion., INVL will have personnel trained and procedures establish-
ed for ihe promotvion of its low-cost shelter solutions and the
selection, orientvation and organization of beneficiaries for self-
help and community activities, and have personnel trained and
procedures established for making and managing the collections
on small home improvement loans for low-income residents of its
sites and services projects and of urban slums. Finally, INVA
will have prepared low-cost shelter project designs and specifica-
tions for post-project continuation of the production and delivery of
shelter solutions for low-income families, and developed and
implemented procedures for the production and delivery of low-
cost shelter projects in secondary cities.
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c) The financial capability to manage its mortgage and
loan portfolios, ac well as its other capital assets.

As a result ot project implementation, INVA will have devel oped
ind implemented effective overall internal cost accounting systems which
allow for allocation of costs to income-genem ting operations and
incorporate  conctruction cost control and accounting procedures. IlVA's
accountin: systems and its portfolio accounts will have been fully
mechanized,  Tmproved loan collection, delinquency control and eviction
procedures will have been developed and implemented, substantially reduc-
ing delinquencies to an average of no more than one month (or 8%)
on INVA's entire portfolio. INVA will have personnel trained and
procedures established for the management of portfolio operations and
other tinancial resources and the investment of re-flows, and will have
evaluated potential sources of capital (domestic and external) for
investment in low-cost shelter services.

The restructuring of INVA's shelter programs will further lead
to: d) A major increcasce in INVA's production and delivery
of minimum cost shelter solutions affordable by the urban poor.

By the end of the project 5,250 minimum-cost shelter units and
3,500 home improvement loans will have been produced and delivered by
INVA, In the last two years of project implementation INVA will have
reached an annual production level of 2,000 units and 1,000 loans,

Prices on the shelter units will range from $1,500 to $3,500 and
will be arfordable to families in the seventeenth (17th) to fiftieth
(*0thy income percentile groups in Tegucigalpa and San Pedro Sula.
Only the least costly solutions will be offered in the secondary
civies, where they will be affordable to families in as low as the
thirtieth (30th) income percentile agroup. An average home improvement
loan of 5500 is expecterd, Such a loan would be affordable to families
at or atove the tenth (10th) income percentile group in the major
cities and at or above the twentieth (20th) group in the secondary
cirties. {The arfordabilicy of the proposed shelter services is
analysed in section TII B. 2D

The leact costly shelter unit will consist of serviced lots
ranging in size from 70 m2 in Tegucigalpa to probably 120 m2 in secondary
citices.  The only structure on the lot will be a 6 to 7 m2 sanitary
core with basic water and electrical connections. The most costly
solutior will include a 75-80 m2 lot with a 40 m2, two-room core unit
on it. Threc additional solutions will be offered between these min-
imum and maximum solutions. The average home improvement loan of
$500 typically will finance new sanitary facilities, an additional
bedroom, a new roof or improved foundations. (A detailed description
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of each proposed solution can be found in the Technical Analysis,
secrion 11T B.1:

The tollowins table sumrari zes the projected physical outputs
ot the project. Unit prices are based on costs as of September,
1980, Since the solutions indicated as Levels IIT and V include a
mix of sone 2,400 home improvement loans with an equal number of
shelter units, the votal humber of solutions shown in the table
does ot correspond to the number of units and loans that will be
producec.

EXPECTED PHYSICAL OUTPUTS OF THE PROJECT

TYrPLOOF UNIT NUMBER OF TOTAL
SOLUTTONS PRICE SOLUTIONS INVESTMENT
LEVeL T S 500 1,060 530,000
tiore lmprovement loan
- Primary cities 500 960 480,000
- Secondary Cities 500 100 50,000
LVelL TT: 1,500 930 1,395,000
drbanized lot and sanitary
core
- rimary Cities 1,500 745 1,117,500
- Cecondary Cities 1,500 185 277,500
LivEL T11: 1,900 1,695 3,220,500
Urbanized lot, sanitary
core and loan
- i'rimary Cities 1,900 1,380 2,622,000
- Secondary Cities 1,900 315 598,500
LEVEL TV: 2,500 845 2,112,500
Urbanized lot and core
house
Livill, Ve 2,900 730 2,117,000
Urianized lot, core
house and loan
LLVEL VI: 3,500 1,050 3,675,000
Urbanized lot, core
house with 1 or 2 rooms
TOTALS €,310 13,050,000
PLUS INFLATICN FACTOR 3,437,000

TOTAL INVESTMENT $ 16,487,000
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e) The expansior and reorientation of INVA's home improve-
ment loar. program to serve - imilies living in existing
low-income commupiities,

More thar 1,000 ot the 3,500 home improvement loans dre expected
to e extended to families living in existing low-income communitiec.
Thic will provide IIVA with its first experience in meeting the needs
of these communities and will contribute to the improvement and up-
arading of the existinag housina stock.

Tuen a program 1s particularly important in view of the fact
rhat there 1s ar accumulated stock of some 65,000 urban shelter units
in need or improvement or expansion. In fact INVA's home improvemernt
loans will become an important component of any future urban upgrading
pro.sram.

rinally, these loans have the additional advantage of bheing
a:iordatle by a full decile of the population that cannot meet the
montnly payments on the mortisaue on the least costly shelter unit.

£) The extension of the home improvement loan and sites
and services programs to secondary cities on a pilot basis.

THVA will prowvide a total of 500 sites and services solutions
in secordary cities, approximately 315 of these coupled with home
improvemerit loans (Level IIT). Approximately 100 home improvement
loans (Level I) will Le made to low-income residents of slum areas
ir secondary cities. This will prepare IMVA for the major expansion
o! its shelter activities into these areas which will be required
to support the spatial distribution of national economic develop-
ment expected as a key part of the GOH National Development Plan
for the period 1979-1983, as noted in the Background section above,

4. Inputs

a. Finarcial Inputs: Total project funding of $16,889,000
will be provided from the following sources:

AID: $ 10,902,000
USAID/H (Grant funds) 102,000
DS/H (fee funded) 300,000
HG loan 10,500,000
Host Country: 5,987,000
GOH 5,000,000
Beneficiary Downpayments 987,000

TOTAL $ 16,889,000
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These project resources will be utilized among the various
project components as follows:

Host

Project Activity: AID Country Total %
Technical Assistance ¥ 402,000 - 402,000
Level I Solutions 445,000 85,000 530,000 16.8
Level IT Solutions 1,116,000 £94,000 1,810,000 14,7
l.evel TTI Solutions 2,603,000 1, 374,000 3,977,000 26.9
Level IV Solutions 1,690,000 1,051,000 2,741,000 13.4
Level Y Solutions 1,706,000 954,000 2,660,000 11. ¢
Level VI Solutions 2,940,000 1,829,000 4,769,000 16.¢€

TOTALS $ 10,902,000 $ 5,987,000 16,889,000 100
Technical Assistance 402,000 --- 402,000
Home Improvement Loans 1,260,000 240,000 1,500,000
Mortraage Loans 9, 240,000 4,760,000 14,000,000
lownpayments -—- 987,000 987,000

(i..B. The total costs of solutions at each of the six levels
include downpayments and inflation computed on the basis of
the scheduled delivery of each component of the project)

t. Technical Assistance Inputs: In support of project goal and
purpose, and to achieve project outputs, AID will provide a total of
$402,000, including a grant of $102,000 for approximately 70 person/
months of participant training, and the balance, $300,000, from HG
fee income to finance approximately 26 person/months of short-term
and 24 person/months of long-term technical assistance to INVA. The
project will involve INVA in the first major institutional effort to
address the shelter needs of low-income families in Honduras on a
large scale, for which INVA will be required to develop and implement
a wide variety of appropriate systems and procedures, Considerable

1/ While not an input under the authorizations required for this project,

“additional funding of approximately $100,000 has been allocated under
a DS/H OPG, which is already providing approximately 2 person/years o
TA for INVA. Similarly, INVA itself has a $35,000 contract with out-
side management consultants.

f
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technical assistance will be essential for INVA to plan and implement
the sub-projects financed with this HG loan, and based on this experience,
ro develop the institutional capability to plan and implement similar
projects at the level ot producrtion envisioned for it,
assistance will theretfore be provided inthe areas of overall institutional
mandgemens, production and delivery of low-cost shelter solutions, and
maragement of portiolio operations and financial resources, as summarized

in the tollowinr: table, ard describted below.

TECHNICAL ASSISTANCE INPUTS

(person/months)

Short-term
PROPOSED ASSISTANCE Advisors

1. Overall Management:

Foard/management functions

Control/monitoring/report-

ins procedures

Frojectc programmina

Site selection

- Secondary cities proaram

Coordination for programming

Pilot project evaluation

wOoTk shop

Management training

2. Produetion/Delivery:

Project cost accounting/

construction management

Prodnction related training

Coordination for production

Promotion/selection/orienta-

tion/orcanization of beneficiaries

Social-related training

Coordination for delivery

Home improvement loan program

. Financial Management:

Internal cost accounting

Mechanization of accounting

Collection/delinquency control

Study alternative capital sources

Finance-related training
PROJECT TOTALS

1

-~

1 ! |

[

4.5
1.0

4.5

Long-term
Advisors

(7.

8

Technical

Participant

_Training

36

36
1€

-—

12
70

* Approximately 2 person/months of short-term assistance and 7.5 person/
months of long-term assistance will be funded under an OPG which has
already been authorized, and these amounts, in parentheses, are not

included in the project totals.
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1) Overall management capability:  To overcome problems arising
{ rom inadequate definition and pursuit of institutional objectives,
short-teprm technical expertise will be provided to assist INVA in
delineating overall policy functions of the Board of Directors, and
delegating to management responsibility for operations. Short-term
technical expertise will also be provided to assist in the develop-
ment and implementation of an internal post auditing system, budget-
ing procedures for administrative cost control, and periodic report-
ing syctems for both the Board and management to monitor operations
and policy controls. Additional short-term expertise will be provided
for assistance in developing advanced project programming functions,
site selection and acquisition procedures, and coordination wicth
urilicy agencies for provision of infrastructure services at these
sites. Short-term assist:nce in arranging and conducting an evalua-
tion/design workshop, which will evaluate pilot sites and services
projects in Tegucigalpa and other Central American cities, will also
beé included., Short-term TA will be provided to assist in developing
and implementing procedures for the production and delivery of low-
cost shelter projects in secondary cities. A long-term resident
idvisor will assist in coordination of the short-term advisors and
of the participant training to be provided in management techniques
and gereral administration for senior and middle level managers.
Total technical assistance in overall management will include 4.5
person/months of short-term advisors, 8 person/months of a long-
term resident advisor, and 36 person/months of participant trai ning.

ii) DProduction and delivery capability: To achieve a major
and sustained increase in INVA's production of shelter solutions
atfordable by the urban poor, short-term technical expertise will be
provided to INVA's Projects Didsion in developing minimum-standard
unit and site designs, and in designing and implementing project
contmcting, cost accounting and control procedures, and project
management systems. Participant training in production-related
ictivities will be provided, as will the long-term assistance of a
resident technician to advise and coordinate the short-term technical
assistance related to the implemen tation of HG financed sub-projects,
cone truction activities, and training.

To improve INVA's capability with regard to project beneficiaries,
short-term technical expertise will be provided to its Social Integra-
tion Division to assist in the development and implementation of pro-
cedures for promotion of solutions, selection and orientation of
purchasers, and organization of self-help and community activities
within project areas. The long-term assistance of a resident techni-
cian will be provided (under the OPG) to coordinate the short-term

=
-
il
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expertise and the implementation of beneficiary related procedures
and systems,

In support of INVA's effort to re-orient and expand its home
improvement loan program, short-term expertise will be provided to
irs Savinas and Loan Department to assist in designing and implement-
ing procedures ror making small 1oans to residents of the sites and
services projects and low-income urban slum areas, and for managing
the collections on these loans.

Tortal technical assistance inputs related to INVA's productdon
and delivery capability will include 13 person/months of short-term
advisors, 16 person/months of a long-term resident advisor, 1€ person/
months of participant training.

i11) tinancial managementc capability: To institure financial
procedures which assure full recovery of costs and re-investment of
recuperarions, INVA's Finance Division will be provided with short-
verm expertise to ascist i developing and implementing an effective
overall internal cost accountinag and allocation system, which in-
corpor. tes the project cost accounting system to be devised for the
Projects PMvision.  Short-term expertise will provide assistance in
the mechanization or this accounting system and of portfolio administra-
tion. Additional short-term expertise will be provided in designing
and implementing effective loan collection and delinquency control
procedures as a follow-up to those reforms in this area which INVA
nac 1ready initiatved. Short-term expertise will be made available
Yo TNV to assist 1t in investigating possible external sources
{lomestic and foreinmn) of capital which could be available to INVA
0 finance its future low-cost shelter investments, Finally parti-
cipant training will be provided in the overall management of port-
folio operations and firancial resources. Total short-teem TA in
tirancial maragement will include 8,5 person/months, as well as 18
person/months of participant training.




TIT. PROJECT SPECIVIC ANALYSES

A. Social Analysis

1. lescription of the Target Group:

a. iousing {onditions: Ekeyond the level of aggregate
data reported in rhe liousing Situation sub-section of the Project
Backqground, lew statistics are available which allow for a compre-
hensive and detailed presentatvion of Housing conditions among the
urban poor in tHonduras., The study on the informal housing sector
cited earlier, however, cdoes provide a diagnostic description of the
"marginal barrios™ of the Central Pistrict of Tegucigalpa and Coma-
vaiguela (PADCO, 1978). After preliminary investigation, it identified
rhe "marginal population" as having the following characteristics:

i. The capital and human resources of the majoritvy of
marginal farmilies are extremely limited.

ii. The institutioral supply of housing services is very
limitec in relation to the number of marginal families
which could pay for such services.

iii. In general. the rental housing which is within the means
of marginal families is badly deteriorated due to lack
of maintenance. Ir. "cuarterias" (one room rental units
with shared facilitieslocated irn central barrios,
infrasiructure services are inadequate while in peri-
pherally-locared "cuarterias™", these are generally non-
existent,

iv. Unsanitary conditions are prevalent in both central and
peripreral nurginal barrios, and the latter are often
subject to rlooding, soil erosion and landslides.

v. Literacy rates are lower among the marginal population
than among the population in general.

vi. Among marginal families, the consumption of food, water,
cooking fuels, clothing, etc., is low and at relatively
high -rices.

vii. Marginal families generally have limited access to
information concerning their rights and opportunit.es
for betterment, particularly with regard to housing.

viii. Families among the marginal population who purchase
property generally do not have knowledge of their rights
as buyers, of the terms and conditions of sale, nor of
methods of securing title.
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ix. CUrmployrent oppcriunivies armong the marginal population
are limited, anc enployment is frequently unstable, which
severely limits access to institutional sources of credit.
Thouse who do borrow in the informal sector generally pay
usurious rates for the short-term credit they receive.

x. Independent artisans and small businessmen among the
marginal population lack access to credit and equipment
needed for their enterprises.

On the basis of this identification, and surveys carried out in
1977, the PADCO study estimated that approximately 18,000 families,
or 32% of those in the Central Listrict of Tegucigalpa and Comayaguela,
could be classified as marginal families, for a total marginal popula-
tion in the Central Discrict of approximately 96,000. These marginal
families can, in general, be grouped into one of the following four
typical housing solutions: 1) Cwners, including those with some form
of informal financing; 2) Renters of rooms in "cuarterias™; 3) Renters
of small houses; and 4) Squatters on invaded land,including those on
invaded land which the municipal government has taken control of.

The majority of all families (over 60%) in Tegucigalpa and San
Pedro Sula occupy one, two, or three room units, and manyof these are
built of scrap lumber, tin or tar paper, in groups of 8 or 10 units
on small compounds of 150 to 200 M2, (with as many as 40 to 60
residents). Open space in such compounds is at a premium, allowing
only for access to units built at the rear and a shared water tap or
well, a single toilet or latrine, and a bath or washing area. The
buildings themselves, with dirt floors, cloth, paper, or stick
interior partitions, are structurally unsound, unsanitary and in-
adequate by any minimally acceptable standards. Other families rent
units in one and two story buildings of more permanent materials,
sharing a single sanitary facility among a dozen or so other tenant-
families, for a total of 50 to 75 inhabitants. These one or two room
units, many with a total living area of no more than 10 or 12 M2,
opening on a single narrow corridor, are often completely windowless,
as the buildings are built right up to the lot lines. Another typical
housing solution among the urban poor are "cuarterias" or long shed-
like buildings divided into 8 to 10 one-room units on deep lots.
Across a narrow open yard are rows of temporary shacks used as
kitchens, as well as a toilet or latrine. Overcrowding tends to be
severe with families of 6 to 10 people occupying a single room and
little or no space for children to play outside. Availsble data on
mortality suggests that unsanitary conditions are a major contributing
factor in infant and childnood deaths. These data indicate that among
"post-neonaral" infants (from 1 to 12 months of age, whose mortality
is considered to result from exogenous, i.e. environmental and nutri-
tional, conditions) and among children 1 to 4 years of age, one-
fourth to one-third of all deaths are caused by amoebic and bacterial
dysenteries, and enteritis and other diarrhea-related diseases.
("Encuesta Demogréafica Nacional de Honduras", Tegucigalpa, CELADE, 1975).
These are directly related to water supply and sanitary conditions,
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which are generally well below acceptable standards among many of the
urban poor.

Rooms and open spaces ac small and crowded as those described
above, in large part account for densities of 600 to 900 persons
per hectare in many of the barrios of the Central District, and add
an important dimension to the classification of units in Table III.A
a~cordi:.j to the number of rooms per unit. In the Central District
of Tequcigalpa and Comayaguela and in San Pedro Sula, over 42% of
the entire housing stock consisted of one or two room units in 1974,
Among rental units, the percentage of one and two room dwellings
was significantly higher: 62% in the Central District and 56% in
San Pedro Sula. Statistics such as these afford a more accurate
understanding of conditions among the urban poor when it is recognized
that the one or two room units in which the majority of low-income
people presently live contain only 10 to 20 M2 of 1living space for
families which average over € people, in buildings which are basical-
1y unsound and unsanitary, on shared and crowded lots with little
1f any open outside space.

TABLL TII.A
TOTAL NUMBER OF HOUSING UNITS AND

RENTAL UNITS BY NUMBER OF ROOMS PER UNIT

(1974)

Rooms per unit: One Two Three Four Five & More Totals
CENTRAL

DISTRICT: 6,753 15,162 9,665 6,530 13,955 52,065
% of Total: 13.0% 29,1% 18.6% 12.5% 26.8% 100.0%
Rental Units: 5,102 8,853 3,650 1,832 3,013 22,449
Rental Units as
% of units of
each size: 75.6% 58.4% 37.8% 28.1% 21.6% 41 .3%
% of all Rentals: 22.7% 39.4% 16.3% 8.2% 13.4% 100.0%
SAN PEDRO

SULA: 6,719 8,499 7,551 4,820 8,384 35,973
% of Total: 18.7% 23.6% 21.0% 13.4% 23.3% 100.0%
Rental Units: 4,742 4,670 3,618 1,704 2,054 16,788
Rental Units as
% of units of
each size: 70.6% 54,9% 47.9% 35.4% 24 .5% 46.7%
% of all Rentals: 28.2% 27.8% 21.6% 10.2% 12.2% 100.0%

(Data drawn from 1974 National Census of Housing and Population)
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b. &Socio-economic Characteristics: Available data on
income distribution in Honduras originates in the findings of the
Family Income and Expenditures Survey, carried out in 1967-1968,
which 1s generally considered to be an acceptable portrait of the
fanily income distribution status in Honduras for urban and rural
areas. Data obtained from that survey have been projected in the
PADCC study (1978) and the Honduras Shelter Sector Assessment Up-
late of February 1978, toyyield the following estimates of the
distribution of incomes in Tegucigalpa, San Pedro Sula, and other
urban areas as of September 1978.

TABLE III.B

ESTIMATED INCOME DISTRIBUTION

FOR BELOW MEDIAN INCOME FAMILIES

(monthly family income in US dollars
as of September 1978)

DECILE PERCENTILE Tegucigalpa San Pedro Sula Other Urban

50th 181 163 133
Fifgh

40th 150 132 100
Fourth

30th 119 112 85
Third

20th 89 86 58
Second

10th 60 56 37
First

Approximate Number
of TFamilies per Decile 5,500 3,750 7,750

Within these estimated income ranges are found a wide variety
of employment categories. While little statistical data are avail-
able which would indicate the percentage of low-income workers in
the labor force employed in each occupation, informal surveys carried
out in Tegucigalpa during project development and analyses of approxi-
mately 2,000 applications for housing received by INVA and FEHCOVIL,
the Mational Housing Cooperative Federation, reveal some common

occupations and corresponding estimates of monthly wages, shown in
Table III.C.
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TABLE III.C
OCCUPATIONAL CATEGORIES OF
BELOW MEDIAN INCOME WORKERS :
TEGUCIGALPA; 1978

Common occupations Monthly Salaries (US dollars)
Market and street vendors 20 - 60
Mechanics 125 - 200
Service employees 60 - 100
Watchmen 30 - 100
Unskilled construction workers 35 - 45
Nomestic workers 25 - 100
Masons 40 - 150
Store clerks 40 - 110
Hus drivers 40 - 120
Truck drivers 100 - 175
Factory workers (unskilled) 40 - 75
Office clerks 75 - 150

Much more difficult to ascertain is the level of unemploynent
among the target popularion as the sole source of total open unemploy-
nent data (defined as the unemployed labor force seeking jobs at
cuarrent salary rates) comes from the macroeconomic model developed
as part of the preparation for National Development Plan. This model
estimated open unemployinent rates ranging from 12% in 1973 to 7.5%
in 1978, which may well be under-estimates even for the economy as a
whole. Three surveys carried out in Tegucigalpa provide significantly
different estimates. The 1974 METROPLAN survey, which is regarded
as the most complete, indicated that the open unemployment rate was
above 21% for the labor force below the median income level, and from
10 to 21% tor the labor force above the median. While these rates
may well be over-estimates, since it could be assumed that some job-
seekers are presently employed at least on a part-time or occasional
pasis, they do suggest that securing employment is a considerable
problem for the urban poor,

Incomes among this group are frequently augmented by the presence
of more than one income-earner per family, with estimates suggesting
an average of 1.5 per family below the median income level. The
second wage earner is typically a spouse, in which case a grandparent,
a neighbor or an older child, provides day care; but working adult
siblings are also included in family groups. Low-income families
generally average 5.5 to 6 persons per family within a range from 4
to over 10 in many cases. Many of these are single-parent families
with women heads of household sharing responsibilities for home and
child care (as well as family income) with female relatives or older
children., INVA sells to women heads of household, and applications
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for housing received by INVA, (as well as by FEHCOVIL and the Municipal
Council of the Central District), suggest that from one-third to one-
halt of low-incone applicants are women, often with large families

vo support. While aggregate statistics indicate that only 167% of the
total national labor force (econcmically active population) in 1974
were women, they appear to represent a much larger proportion of
workers amony the urban poor. On a national basis, women account

tor 57, of all those working in communal, social and personal services
cateqories, 40/ of those in commerce, 38% in manufacturing industries,
and 22 in financial and insurance institutions, versus only 2% in
agriculture, forestry and fisheries. (Source: National Economic
Plarning Council, Human Resources Division, Diagn6stico de los Recursos

Hurnanos: 19€1-1974, Tequecigapla, 197¢).

i'inally, there are & variety of estimates of the proportion of
incore which low-income families typically allocate for housing
expenditures. The Shelter Sector Assessment Up-date suggests that
approximately 17 to 18, of farilv income is spent for housing by
families at the 50th percentile of the urban income distribution,
while the PADCO study (1978 . using the 1967-1968 Encuesta de Gastos
e Tujresos Fariliares, estimates a range from 1€ to 24% for marginal
itamilies. This study notes, however, that it included in the base
those marginal families who as squatters pay no renc at all, so it
vends to underestimate. These indicators reflect the sharp supply
constraints and the increased demand which results from the apparent
recent increases in urban population growth at low income levels.
Sucn families commonly pay between $12.50 and $45 per month in rent
alone, for the one and two room uni~s described in the section above
on nousing condivions.

2. Need and Effective Demand:

Available information indicates that considerable demard
exists at present anong low-income urban families for improved shelter
services. Vhile i+ is difficult to actually measure effective demand,
bhecause an efrective supply of appropriately priced and financed
shelter has not beern available to low-income families, the common
presence of such groups as "patronatos", (organizations of low-income
families who join together to seek among other things, improved hous-
ing services), suggests that unsatisfied demand among the urban poor
is great, and will continue to remain so into the fnreseeable future.
There are some 4,400 new urits needed each year by below-median
income urban families due to urban population growth alone. In
addition, there are approximately 14,000 families in Tegucigalpa
and 9,400 families in San Pedro Sula now renting one or two room
units, most of which are sub-standard. The great majority of these
families can be assumed to have incomes below the median (approxi-
mately 10,600 renters in Tegucigalpa were classified as "marginal"
in the PADCO study with incomes well below the median), and are

presently paying rents comparable to the monthly payments which
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will be required tor anortization of the shelter solations envisioned
in this project. i albmost all cases, the provision of potable water
and sanitary services on lots with sizable open or Luildable areas and
securce tenure, will make the project's solutions far preferable to
units now available for rent.

There are approximately &,000 additional families in one and
two room units in Tegucigalpa, which are Yowner-occupied" (i.e. non-
rental), and 5,600 in San Pedro Sula. While a large number of these
are squarter units without land title, (on the basis of the PADCO
study, which estimated rhat there are 2,400 squatter units in Tegu-
cigalpa, and asswninjy that all of these are one or two rcom units,
then approxiinately 309 of the "owner-occupied" units are squatters),
there remain approximctely 9,660 owned units in the two primary
cities built in the informal sector, most of which are substandard.
Almost all of these families are below median income levels and the
gredat najority are estimated to have more than sufficient incomes to
arortize the small home irxprovemnent loans to be offered as solutions
in this project.

Come of this demand has already been expressed. INVA, for
exarnple, nas a backlog of over 900 fully documented applications,
and since instituting simplitied pre-qualifying procedures has been
receiving well over 2% such applications per day for che past several
months. UDespite the fact that these have been received in response
10 a promotion canpaiaqn for INVA's lower-middle and middle-inccome
Sar. José project, which clearly states that a minimun income of
§200 per month is required, a large number of them are fror families
below the median income level. It is expected that as a result of
INVA's promotion efforrs for the low-cost sites and services solu-
tions of this project, it will re eive from low-income families a
far larger number of applications than it has been receiving for the
San José project, particularly since this lower income group has never
before been offered the opporturity to participate in the formal
sector at an affordable level. TIn addition, FEHCOVIL, thrpugh its
involvenent in ithe pilot sites and services project now being imple-
mented, and the Municipal Council of the Central District, through
1ts social programs, have a total backlog of over 2,200 formal
applications for low-cost housing units. all from families with
incomes below the median. The Municipal Council is receiving over
150 additional applications each month from individual low-income
families, even though it has no formal program for providing shelter
assistance.

Quite clearly, housing for the urban poor is in critically
short supply, despite their willingness to pay, and the evidence
apparent in the rental market that they already do pay a relatively
large portion of income for the substandard housing services avail-
anle Lo them. But without access to a supply of appropriately
designed and priced housing solutions and the long-term financing

mechanisms which bring them to levels affordable by low-income
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families, their demand has not been expressed in a housing marker,
Tt is this supply constraint which the project is designed to
relieve, in an eftort to bring INVA to a level of production which
will serve at least a part of the enormous unmet demand among the
urban poor.

3. Participation of Beneficiaries and INVA in the Social
Llevelopmerit Process.

The project design allows forand encourages the involve-
ment of beneficiaries in developing their own solutions to meeting
their needs, both on an individual and group basis.

In terms of the individual, the Home Improvement Loan Program
will allow the beneficiary maximwr latitute to adapt a basic shelter
to his/her particular needs, preferences, family size, and budget.
INVA will provide orientaticn to beneficiaries with regard to the
program and the project options available, INVA will also provide
an advisory service before and a supervisory service during the
construction of the improvements. However, the beneficiary will de-
termine whether or not unit improvements are desired by himself/her-
self, what type of improvement is desired, whether it is to be by
contract or self-help construction methods, and also whether INVA
financing is desired.

Gince INVA must concentrale 1ts resources on increasing its
production of shelter solutions and on improving irs servicing of
mortgages, it should not be the public-sector agency which is held
responsible ftor providirg all services Lo meet the other socio-
economic needs of project residents as well. INVA can assist its
project beneficiaries to some extent in seeking these services for
themselves. This will be accomplished partially through its orien-
ration program, and possibly through its assistarce in the esta-
blishment of community associations or "patronatos'". However,
the viability and continuity of such organizations practically
speaking cannot become the responsibility of INVA. This form of
social organization is part of a strorg tradition in Honduras.

ITnitially, therefore, the degree of involvement of the com-
munity in pursuing the provision of public services in this project
will tend to [ollow basically the existing pattern for such
activities in Honduras. Nonetheless, there are several efforts
either already underway or proposed for the near future which should
nave a significant, positive effect in altering these patterns,

The long tern advisor under the existing DS/H OPG is presently
working with officials from INVA, FEHCOVIL and the Central District
(of Tegucigalpa“ in the area of community organization. Officials
of INVA have been taken to visit housing institutions and sites and
services projects in El Salvador and Guatemala to acquaint them with
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the approaches use. i these other countries in organizing ramilies
and communivics. Short-term consultants under the OPG will provide
additional advice and assistance with regard to the community de-
velopment aspects of sites and services projects. This will assist
THVA in developing i's ultimate procedures in this regard.

tnoaddivion, discussions have been held with the Peace Corps
in ionduras o the possiblivy ol inwvolving volunteers in the
promotional (particularly in secondary cities; and community develop-
men' aspects ol the project. The response was highly favorable and
the subject will be pursued.

Puarthermore, the urban sector assessment currently being under-
taken Ly USAIL/H and the GOH will provide additional valuable in-
formation, such 4s the identification and evaluarion of other
renvicinal and narional institutions which could assume the respon-
sibility tor providin: assistance to low-income families in
improving vheir socio-economic conditions.

inally, a grant under the DS/B Improvement Program for the
drban Poor, combinec with Mission grant resources, tentatively
scheduled tor FY 80, if approved, will provide for the experimental,
low-cost delivery of social services with low-income community par-
ticipation,
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B. Technical Analysis

1. Llescription of Colutions: The project design proposes
the development and delivery of six types of shelter solutions at
various cost levels. The selection of these levels and the proposed

mix of solutions are designed to take account of both construction
cost constraints and atfordability in a broad range below the median
familv income. ‘The three basic design levels for project units,
combired with home improvement/construction loan options for the two
lower cost levels. yield five basic project solutions. In additvion,
a nome improvement loan program will address existing housing
inadequacies outside the proposed project areas and extend the range
of INVA's activivies among low-income ¢groups.

a. Technical Description: The six proposed solutions
t0 be provided include:

LEVEL I: Home Improvement Loans. (1060 loans at $500 average)

Loans for improving units owned and occupied by below median
income families will be made by INVA's Savings and Loan department.
I'ne loans will be used to improve or add to existing units by self-
nelp or informal sector construction services and will principally
finance materials purchased by the owners. The estimated loan
arounts will range from $200 to 5800, with an average of $500. This
level of financing can typically provide for the construction of one
or more of the following: new sanitary facilities, water and
drainage installatvion, an additional bedroom, a new roof or new
concrete or wood floor, or improved foundations. Such improvements
will upgrade existing housing units to a minimum acceptable standard
of occupancy and/or sanitary conditions. Loans will be offered in
Tegucigalpa, San Pedro Sula and in secondary cities. The loan
asount and terns can be individually tailored to income. The interest
rate will be approximately 13 percent annually, for an average loan
term of eight years.

Lt v b L Il: Urbanized Lot and Sanitary Core. (930 units at $1,500)

Urbanized lots with a basic sanitary core will be provided as
the lowest cost new solution in the project. The lots will be fully
serviced with water, sewerage, storm drainage, electricity and
pedestriar. or vehicular access. The typical lot size in Tegucigalpa
will be 70 to €0 square meters. Lots in San Pedro Sula and secondary
clties will be larger (approximately 120 M2) due both to climatic
conditions and local standards. The units will be built mostly in
large scale urbanization areas in Tegucigelpa and San Pedro Sula
and in smaller (50 to 100 units) projects in secondary cities.

The urbanization areas will have full road access and include
provision for schools, community facilities, health cliniecs, police



- 33-

and fire protection, public transportation, recreation and commercial
areas. ‘These services will be provided by appropriate GOH and/or
municipal authorities. The introduction of public services will be
coordinated by INVA as the projects are developed and as the popula-
tior size warrants,

The sanitary core unit will provide shower, toilet and laundry/
washing racilivies and will consist of 5 to 7 square meters of
J

covered construction. Preliminary designs of the units will allow
easy addition ol a core house and additional rooms by the beneficia-
ries. The total cost of these units is estimated to be approximately

$1,500 (in September, 1978 prices) which includes land, urbanization,
construction, other direct costs and INVA's indirect costs. Purchasers
will make a 5% downpavment, with the balance financed with 20 year
mortyage at 12% interest.

LEVEL ITII: Urbanized Lot and Sanitary (1695 units at $1,500)
Core with a Home Improve- (1695 loans at $400 average)
ment/Construction Loan.

This level will offer the same basic provisions as Level II,
urbanized lot and sanitary core, and in addition provide a small
loan to finance the self-help or informal construction of additional
living space. The loans will be used principally for purchase of
materials and specific labor skills required by beneficiaries for the
expansion. The range of l-ans is estimated to be from $200 to $600
with an average of $400. The terms of these loans may be adjusted to
the terms for the mortgage loan, and in effect could be an addition
to the mortgage. A 5% downpayment will be required for the basic
sites and services unit as in Level TII. The combined average cost
will be approximately $1,900 with a loan of $1,825 for 20 years at
127, (The home improvement may also be treated as a separate opera-
tion with shorter terms.) Taking into account the self-help labor,
the proposed amounts will be sufficient to construct a basic living
area of 15 to 20 square meters.

LEVEL IY: Urbanized Lot with Core (845 units at $2,500)
Shelter.

Urbanized lots with a basic core shelter will provide benefi-
ciaries with the same basic lot sizes and services as for Level II,
with the addition of approximately 20 to 25 square meters of living
space constructed as a core unit. This will contain one room which
could be partitioned for sleeping and living uses, as well as the
same basic sanitary facilities of Levels II and III. The designs
will also allow for easy self-help expansion. The estimated sales
prices for these units is $2,500, including all project costs. The
units will be sold for a 5% downpayment, with a 20 year mortgage
at 12% interest on the balance.
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LEVEL V: Urbanized Lot, vore Shelter, (7350 units at 52,500
and tiome I[mprovement/Const. (750 loans at o 400
Loan.

This level offers ‘he same basic provisions as Level IV: core
shelter on an urbanized lot with the addition of a loan for self-
help expansion under the same provisions of Level III. Loans of
from $200 to 000 with an average ot $400 are proposed. These
will rinance material and skilled labor services required for adding
living space to the core unit. The combined estimated cost of this
solution will be $2,900, with a mortgage loan of $2,375, and a home
improvement loan of approximately $400 which can be combined with
the mortyage loan under the same conditions or be treated as a
separate operation with different terms. A 5% downpayment will
e required for the basic core unit as in Level IV, and amortization
orf the mortgage (and home improvement loan, where appropriate) will
be at 125 for 20 years.

LLVveL YI: Urbanized Lot and two-room/ (1050 units at $3,500)
§helter.

This is rthe most expensive option to be offiered under the
project and will provide the sane elements of the Level IV core unit
and urbanized lot with the additvion of up to two bedroom areas. The
totral construction area will be approximately 40 square meters on
a lot of the same 75 to 80 square meters as those in Level 1I. The
estimated sale price for these units is $3,500 including all project
costs. 'These units will be sold with a 10 percent downpayment and
a 20 year mortgage loan of $3,150 at 12%. No additional loans will
be necessary at this level since the solution provides a complete
low-cost housing anit.

ihe mix of the various levels of solutions corresponds to the
income distribution of the areas served; that is, the number of
eacii solution whicn will be produced is in the same proportion to
the total number or solutions as the number of beneficiaries who can
afford that solution are to the total target group. This proportion
was adjusted slightly to reflect production capability. The project
propouses a total of 2,890 solutions in Tegucigalpa, 2.620 solutions
in San Pedro Sula and €00 solutions in the secondary cities for a
project total of (,310 solutions. Only solutions Levels I, II and
ITI will be ofrered in the secondary cities due to their lower
median income levels. The following table gives the proposed dis-
tribution for each solution level:

TABLE III.D
PROPOSED DISTRIBUTION OF SOLUTIONS

LEVEL T LEVEL IT LEVEL III LEVEL IV LEVEL V LEVEL VI TOTALS

TOTALS 1,060 930 1,695 845 730 1,050 6,310
(% of total)l6.8% 14.7% 26.9% 13.4%  11.6% 16.6% 100.0%
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b, {Cost Breakdown: Desiyn sales prices for each solu-
tion level have been estimated as of September, 1978. Total project
costs, however, rake account of the inflation expected over the four year
implementation  period. Thus, while the design sale prices are not
actual project cost estimates, they represent the most current prices
applied to the three basic project design levels (II, IV and VI) ard
have been estimated using the INVA ard FEHCOVIL pilot projects pre-
sently under construction as a basis. Overall construction costs
tor Teyucigalpa and San Pedro Sula are similar, although there may
be some variation in land costs. A sumwnary breakdown of the total
project costs among the various solution levels and the major cost
components is presented in Annex ', The total project cost break-
down including inflation follows :

cOMPOHNLCNT TOTAL ESTIMATED COST %

tlousing vrojects

Land S 1,292,000 8.6
Constructiorn 10,698,000 71.4
a) Urbanization 3,820,000 (25.5)
b) Structures 6,878,000 (45.9)
Other Costs 750,000 5.0
INVA Tndirect Costs 2,247,000 15.0
Subtotal Projecrts: 14,987,000 100.0
Home Improvement Loans
In Projects 970,000 N/A
Outside Projects 530,000 N/A

TOTAL $ 16,487,000

2. Affordability/Acceptability:

a. Affordability: Assessing theasffordability of each
of the six proposed project solutions requires an estimate of the
family income distribution and a projection of this to the scheduled
delivery date of each of the project's components, including conside-
ration for anticipated inflation on construction costs and family
incomes. 1In fact, the project solutions and the number of each
solution to be provided, have been designed within the income cons-
traints of families below projected median income levels. Figure
ITI.A (and Table IIT.B) presents projected monthly family incomes
for the lower half of the income distributions in Tegucigalpa, San
Pedro Sula, and other urban areas (with 1974 populations of 5,000
or more) as of September, 1976. These projections are based on the
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income distribution survey conducted in 1967-1968 by the General
Directorate of Statistics and Census and published in 1970. The
Honduras Shelter Sector Assessment, up-dated in P'ebruary 1978,
projected median family income in Tegucigalpa to be $175 per month
as of Januray 1975. Using the same projected rate of increase
yields a median family income of $181 for Tegucigalpa in September
1978, which is consistent with estimates derived in the 1977 PADCO
study from more recent household surveys, and with current GOH
estimates. Projections for San Pedro Sula and other urban areas,
and for income percentiles below the median, were estimated on the
same basls, and were used in designing the project solutions to
determine affordabilicy.

Table III.E shows the loan amounts, terms, required monthly pay-
ments, required family incomes, and the approximate income percen-
tile range served for each level of solution proposed. This break-
down clearly indicates the affordability of each level., It was
also used to establish the number of solutions at each level.

Figure III.B indicates the projected affordability of each level
in Tegucigalpa for the life of the project. Incomes are assumed tO
increase at the same rate used to develop the 1978 income distribution.
The unit costs, and the income requiredfor atfordability at each
level, have been increased at the same inflation rate used to cal-
culate overall project costs. The projection indicates that despite
continuous inflation in costs, all proposed project solutions will
be affordable by below median income families throughout the period
of project implementation.
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AFFORDABILITY OF SOLUTTGNS

(Incomes & Prices for September 1978)

I II I1I IV v \'28
SOLUTION LEVEL HOME IMPV, Sanitary TYPE A/ Core Core Expanded
LOAN Core & Shelter Shelter Shelter
(HIL) HIL & HIL Core
TERMS :
Years (mortgage) - 20 20 20 20 20
Years (Ave HIL) 8 - 20 - 20 -
Interest Rate % 13% 12% 12% 12% 12% 12%
Dowmpayment % - 5% 5% 5% 5% 10%
SALES PRICES:
Average Unit Price - $1,500 $1,500 $2,500 $2,500 $3,500
Average HIL Amount $500 - 400 - 400 -
Total $500 §1,500 $1,900 42,500 $2,900 $3,500
LOANS :
Downpayment - $ 75 § 75 § 125 § 125 § 350
Mortgage Loan 1,425 1,425 2,375 2,375 3,150
Home Improvement Loan 500 - 400 - 400 -
Total Loan $500 81,425 $1,825 §2,375 $2,775  §3,150
ESTIMATED PAYMENTS:
Mortgage Loan - $15.69 $15.69 $26.15 $26.15 $34.68
Home Improvement Loan $8.40 - 4.40 - 4.40 -
(1)Other Charges (5%) - .78 1.01 1.31 1.53 1.73
Total Monthly Payments$8.40 ~3816.47 321.10 327.46 $32.08 $36.41
% OF INCOME FOR SHELTER:
Max. % Income 15 20 22.5 22.5 24 25
Min. % Income 10 18 18,5 20.5 22.5 22.5
INCOME RANGE
Minimum $56 $ 82 $94 §122 $134 $146
Maximum 84 92 114 134 143 162
INCOME PERCENTILE:
Tequcigalpa - Min. 8th 17th  21th 30th 34th 39th
Max. 18th 20th 27th 34th 38th 44th
San Pedro Sula-Min, 10th 20th  24th 34th 38th 44th
Max, 20th 23th  32th 39th 43th , 50th
Other Urban Areas-Min. 19th 30th 39th - -
Max. 30th 34th  43th - - -
PROPOSED DISTRIBUTION OF SOLUTIONS
16.8% 14.7% 21.9% 13.4% 11.6% 16.6%

(1) This includes such charges as insurance.
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b. Acceptability: The proposed solution levels are not
only affordable by the target group but also offer acceptable solu-
tions to their housing needs and provide far better shelter and
infrastructure services than alternatives now available to them.
The only other source of shelter for this group is available from
the informal sector construction activities, mostly in quasi-legal
subdivisions. While this provides some supply of shelter at a
relatively low-cost, no urban services are included, sanitary
standards are inadequate and densities high. Formal financing is
practically non-existent and informal financing is either very
limited or very costly, and for short periods. The proposed solu-
tions, especially the home improvement loans, will support informal
sector construction efforts by providing the resources for upgracing
the standard of shelter now being built. As such, they will be
highly sought after.

The acceptability of the other types of solutions can also be
demonstrated. The social analysis (Section III.A) outlines present
housing conditions among the urban poor. The high incidence of
relatively costly rental space, the low level of infrastructure
services, the high densities and the general short supply are problems
the project solutions aim to address. Each level of solution re-
presents an appropriate shelter approach for the income level it is
designed to serve. Progressive development of the basic units pro-
vided through self-help and informal sector construction activities
will make the units even more acceptable and adapted to individual
family needs. The Level IT solution is again supportive of the
informal sector and aims to provide the basic infrastructure
services which the informal sector shelter activities do not supply.
The legal tenancy, adequate space, access, adequate water supply,
sewage, regular public transportation, schools and installed basic
sanitary core facilities are all elements lacking in much of the
present rental and much of the non-rental housing. This provides
an ideal base for self-help construction of the basic shelter
requirements, for the most part supported by the informal sector.
Level III provides additional credit for those families who can
afford it in order to improve the Level II solution.

Levels IV and V, in addition to the basic services of previous
levels, provide a basic snelter for those families who can afford
it. Again this is an acceptable solution in that it addresses the
basic problem of lack of adequate services in addition to those of
tenancy and minimwn shelter. The only real alternative shelter
available to families with the required incomes are the now limited
and relatively expensive rental units which do not provide either
the space, ownership or level of services to be provided and are
located in much higher density areas.,

The Level VI solution offers an almost complete unit, although
it is still very basic in both size and quality. At present these
can be considered highly acceptable solutions for families who
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can afford them. There are virtually no other comparable solutions
on the market which provide the sane level of services and shelter
for the same monthly cost.

In summary, the proposed solutions are clearly acceptable and
preferable alternatives for meeting the target group's housing needs
particularly since all the other options provide fewer services and
reduced living and sanitary conditions at equal or higher monthly
costs. Even though these levels may not meet each and every individual
family's long-range aspirations, the units are initially designed to
permit the progressive construction and completion through se*f-help
within the informal and formal sector to eventually aliow for realiza-
tion of these aspirations at monthly cost levels clearly affordable
by the target group.

3. Planning/Tesigr: rinal plans ard specifications for
specific project are now being corpleted for the protable sites where
construction of units funded uncder this project will occur. In most
cases in Tegucigalpa and Can Pedro Sula, the availability of ideal
sites 1s limited. &Pasic infrastructure in central locations is
presently over-used and infras+ructure in peripheral areas is almost
non-existant. Plans for infrastructure expansion generally lag
benind the actual demard. !espive this situatiorn, INYVA Dwns several
sites on which, with inveswient i off-sive iniras ructure, it will
be feasible to produce rhe total nurber of units plarned for Teguci-
galpa and San Pedro Sula. Sitves in secondary cities will be selected
ar a later date whenr a provrarn analysis for secondary cities is
completed. While final selection of specific si:es will depend on a
more thorough analysis of urbanization costs, I[IVA has preliminarily
identified the site of iiato de i:uredio in Tegucigalpa., and the sites
of lLos Castafios, £l lid, Lopez Arellano, and Chamelecén in San Pedro
Sula as potentially guod locations for implementation of the proposed
solutions. All of the sites have potential for the developnent of a
total number of uni.s tfar in excess of that planned urder this project.
so the availability oif land is nc. a problen.

The locations of ihe sites ideniiried above are fully consistent
with the existing developirent and zoning plans of both Tegucigalpa
and San Pedro Sula. (See the maps in Annex I'.) All sites are located
in areas specificall, zoned for the type of housing solutions envision-
ed as part of the project, and the proposed site plans have been
reviewed by appropriate nunicipal planning officials to assure that
they are consistent with the approved development plans for these
municipalities. Future rights-of-way for highways or collector roads,
commercial space, land use allocations, densities, etc. are all in
accordance with approved development plans or directives. Final plans
will be approved by the respective municipal planning offices prior
to issuing of construction permits. Urbanization work will be
inspected and approved by the appropriate authorities, municipal
or autonomous agency, upon completion. Specific data and planning
information on these sites are included in the Technical Annex.
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Notwithstanding the availability of land, the development of
these sites poses some problems, especially with respect to water
and sewerage. For the Hatc de Enmedio site in Tegucigalpa these
problems are now being resolved during the final plan phase by
careful engineering analysis and design, and close planning and
implementation cooperation with SANAAR, the water and sewerage
authority. Furthermore, in order to avoid conflicts and to provide
for the timely delivery of water and sewerage services, INVA will
enter into formal agreements with the corresponding government agencies
with regard to the installation, delivering and maintenace of the re-
quired services. A detailed review by INVA of the plans prepared by
its architectural and engineering firm, has led to redesign of some of
the site grading and sewer and drainage to appropriate standards which
are acceptable to both INVA and SANRA. The off-site water line and
the sewer collector will be designed as part of the final plans. In
San Pedro Sula, water supply will for the most part come from on-site
wells and facilities constructed specifically for the projects, or, in
the case of the Lopez Arellano site, by improving and expanding the
present on-site supply system. All San Pedro Sula projects will have
full sewer service to each lot. The disposal options of off-site
sewerage collectors or sewerage lagoons will depend on the site
location and engineering feasibility analysis during the final design
phase.

The proposed sites in Tegucigalpa and San Pedro Sula, while
not ideal from all standpoints, are considered to be feasible and
suitable sites for the type of units planned and in view of the
families to be housed. The level of services to be provided with the
units and the provisions for additional services to be provided over
time are also considered to be compatible with the needs and incomes
of the target group. Defects of these sites, such as availability
of water and sewer, topography and distance from city center, as
indicated in the review cable ave not limited to the proposed sites,
but are general problems affecting the majority of the available land
in both Tegucigalpa and San Pedro Sula., Land in more centrally located
areas is not available in sufficient quantities at prices which would
permit the construction of an affordable shelter. A recent study on
the land market and on the creation of a land bank prepared by PADCO
for CONSUPLANE. found that three factors contribute to the reduced
availability (feasible availability) of land suitable for low-cost
housing development. 1) Physical characteristics unsuitable for
development; 2) speculation in land causing aberrstions in all aspects
of urban development, especially residential development; 3) the high
cost of developed and undeveloped land and the high rate of inflation
of this cost, (the reason or cause of speculation). The basic effect
of these factors has been to eliminate centrally located areas from
consideration as a possible present or future location for housing
solutions at any level, especially for the poor.
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The proposed sites for this project have been selected consider-
ing their relative merits and can be considered as good as any other
sight that could be found given the general availability of land and
the constraints imposed by the target groups, such as the need for a
large volume of solutions at reduced costs. Nonetheless, the project
will provide for technical assistance to INVA in setting up procedures
for the review and selection of sales in order to optimize the site
selection for future developments.

Preliminary plans for all sites provide space for such basic
community services as health clinics, police and fire stations, com-
munity/administrative buildings, public transport, schools, churches,
commercial property and recreational areas. The land for these
facilities is usually turned over to the municipality or to the ap-
propriate authority., In the case of schools, the Ministry of Educa-
tion is responsible for the final determination of the type and size
of facilities required and, through the Mimi stry of Public Works for
construction. In such cases, and for other comwnunity service facili-
ties, INVA will coordinate their establishment and location with the
respective authorities during project construction as demand for
these services grows in each project area. All public areas such as
streets, green areas, walks, etc. are dssigned ro respective munici-
palities, which are resporisible tor maintainence. Where on-site
water supply systems are developed, [NVA may have to operate and
maintain these facilities and charge the proect beneficiaries for
water service. NVA will use this option only if the local authority,
if any, cannot assume control of these systems.

4, Project Pelivery: The proposed delivery plan for the
physical outputs of the projects is based on a gradual increase in
production and delivery of units over the four year period. The
2,000 units yearly production level of the last two years is based
on an assessment of the probable capability of INVA's present
permanent staff, particularly the production department. The present

staff, assisted by the technical assistance inputs, will have the
capacity to produce and deliver the overall planned outputs within
the project schecule., Table III.} presents a project delivery schedule

which indicates the proposed agradual inereased unit production through-
out the project and the geographic distribution of solutions. As secCu
in the schedule, design work is now in progress for projects in Tegu-
cigalpa and San Pedro Sula. Final plans and specifications for the
Hato de Enmedio project will be complete in December 1978. Therefore,
bidding for the first units can take place in January and February
1979, with construction work starting as early as March 1979. Each
project will have scheduled completion of units by contractors and
INVA will undertake partial acceptance of total projects according

to the established construction schedule, Completion of the first
units should occur in July 1979 with monthly completions of about 50
units during the last half of 1979.

' The delivery plan phases the start of future projects at about
six month intervals. With this phasing, only two projects are in
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the design phase at one time and only one project will be in the
bidding stage at any one time. INVA's present Projects Division
staff is adequate to handle this workload. The technical assistance
for construction management and project cost accounting, scheduled
for the last quarter of 1978, will establish systems and train

INVA personnel in their operation prior to the bidding process for
the first project.

Table III.F also indicates that most of the completions will
be in 1981 and 1982 when INVA will deliver approximately 2,000 units
per year. The sales and financing required according to the schedule
for the long-term mortgages and loans is shown in Table III .G,
project delivery plan. The required financing for each semester is
shown both for the GOH and HG funds. Table III.H presents a
cash flow based on the construction schedule and on the proposed
drawdowns of HG funds. Construction financing will be required both
from GOH funds and HG funds, with advances of $500,000 on each of
the first two drawdowns for a total of $1,000,000 in HG construction
advances. These advances will be deducted from the last two draw-
downs of HG funds in 1981 and 1982, The GOH will provide up to
$1,000,000 in each of the first three years for construction financ-
ing. The total of $3,000,000 will be converted to long-term financ-
ing along with an additional £2,000,000 of GOH funds in the fourth
year long-term financing. The project cashflow projection demons-
trates a positive bslance of funding over project costs for each
semester indicating adequate construction financing.

Project delivery will require close coordination between the
Projects Division and the Social Integration Division., which has
responsibility for promotion. oraganization and sale of units, and
with the Legal Department, which must finalize the sales and mort-
gage dagreements, Wnile the schedule provides for some lag between
completion and sale, the rates of sales and mortgage generation
must be approximately equal to the production of units. Each sub-
project will have a delivery schedule for completed units, on a
monthly basis. The Hato de Emnmedio project alone will produce up
to €7 units monthly which will have to be sold and occupied in the
shortest time possible so that there will be sufficient interim
funds available, Technical assistance to INVA will address this
requirement, and assist in organizing and systematizing the delivery
of completed units.

The design, bidding, inspection and supervision of projects
will be carried out by INVA's Projects Division. The actual cons-
truction work will be done by private contractors. Ten (10) cons-
truction firms have just been prequalified by INVA for both urbani-
zation and unit construction and their services will be procured
through public bidding. INVA will establish a project manager/
coordinator for each project and also full-time on-site inspection,
which may be contracted with individual engineers or firms. NoO

constraints to project progress are expected from construction firm
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capability or materials! suppliers. The supply of skilled construc-
tion labor, especially masons nay be restricted and cause difficul-
ties when the project is in full production in 1981 and 1982. The
use of constructionmethods not dependent on masons, such as poured
concrete walls can eliminate problems which this temporary short
supply might cause.
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TABLE TIII.F. PROJECT DELIVERY SCHEDULE
P= Period Construction, Sales £ Loans
C= Cunulative (Number of Units)
YEAR & -SEMESTER
1979 1980 1981 1982
1st. 2nd. 1st 2nd 1st 2nd_ 1st 2nd
TEGUCIGALPA
Hato de Enmedio
Starts P 50 300 300 400 400 400 400 150
C 50 350 650 1050 1450 1850 2250 2400
Completions P 300 300 400 400 400 400 200
C 300 600 1000 1400 1800 2200 2400
Sales/Mortgages P 250 250 350 400 100 400 350
c 250 500 B850 1250 1650 2050 2400
Improvement Loans P 120 200 200 200 250 250 230 110
C 120 320 520 720 970 1220 1450 1560
SAN PEDRO SULA
Project (LOpez Arellano)
Starts P 50 200 200 200 100
c 50 250 450 650 750
Completions P 200 150 200 200
c 200 350 550 750
Sales/Mortgages P 150 150 200 200 50
c 150 300 500 700 750
Project (Chameclecdn)
Starts P 1)0 250 300 300 400 250
c 100 350 650 950 1350 1600
Completions P 50 150 250 300 500 350
c 50 200 450 750 1250 1600
Sales/Mortgages P 150 250 350 450 400
c 150 400 750 1200 1600
Improvement Loans p 100 220 280 290 190 160 270
c 100 320 600 890 1080 1240 1510
SECONDARY CITIES
Various projects
Starts P 50 200 200 S0
c 50 250 450 500
Completions p 200 200 100
c 200 400 500
Sales/Mortgages p 150 200 150
c 150 350 500
Improvement Loans P 100 150 165
C 100 250 415
TOTAL PROJECT
Starts P 50 360 600 850 950 1000 1000 450
c 50 400 1000 1850 2800 3800 4800 5250
Completions P 300 550 700 850 1100 1100 650
c 300 -850 1550 2400 3500 4600 5250
Sales/Mortgages P 250 400 650 850 1100 1100 200
c 250 650 1300 2150 3250 4350 5250
Improvement Loans P 120 300 420 480 540 540 540 545
C 120 420 B840 1320 1860 2400 2940 3485



TABLE III.G

P= Period
C= Cumulative

Number of:
Units Sold
Improvement Loans

SALES

Value of Sales
Downpayments

LENDING
Mortgage lL.oans

Improvement Loans
Total Loans

FINANCING
HG Long-term

GOH Long-term

Total Long-term

Sales, Downpayments & Loans
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ILLUSTRATIVE

PROJECT DELIVERY PLAN

1979

lst

120
120

60
60

60
60

2nd

250
250

300
420

(In

608
608

40
40
568
568

120
180

688
748

748
748

748
748

CALENDAR YEAR AND SEMESTER

1980 1981 1982
1st 2nd 1st 2n. lst 2nd
400 650 850 1100 12100 900
650 1300 2150 3250 4350 5250
420 480 540 540 540 545
840 1320 1860 2400 2940 3485

Thousands of Dollars)

1016 1720 2363 3160 3291 2829
1624 3344 5707 8867 12158 14987
67 114 155 208 217 186
107 221 376 584 801 987
949" 1606 2208 2952 3074 2643
1517 3123 5331 8283 11357 14000
180 210 240 210 240 240
360 570 810 1020 1260 1500
1129 1816 2448 3162 3314 2283
1877 3693 6141 9303 12617 15500

1129 1816 2448 3162 1197

1877 3693 6141 9303 10500
2117 2883
2117 5000
1129 1816 2448 3162 3314 2883
1877 3693 6141 9303 12617 15500



TABLE IIT.H

P= Period
C= Cumulative

CASH USES

Project Costs
Land

Construction

Other & Indirect

Total Projects

Improvement Loans

Total Uses

CASH SOURCES
Downpayments

GOH Construction Funds
GOH Long-term

NET GOH

HG Construction

HG Long-term

Net HG

Total Funding

Total Sources

BALANCE
Net Flow
Balance

ILLUSTRATIVE

Project Costs & Funding
(In Thousands of
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CALENDAR YEAR-SEMESTER

1979

1st

279
279

113
113

392
392

60
60

452
452

1000
1000

1000
1000

1000
1000

1000
1000

548
548

2nd

45
45

906
1185

349
462

1300
1692

120
180

1420
1872

88

500
S00

748
748

1248
1248

1248
2248

1288
2288

=132
416

1980

1st

49
94

1405
2590

440
902

1894
3586

180
360

2074
3946
67
107

1000
2000

1000
2000

500
1000

1129
1877

1629
2877

2629
4817

2696
4984

622
1038

2nd

237
331

1610
4200

400
1302

2247
5833

210
570

2457
6403

114
221

1816
3693

1816
4693

1816
6693

1930
6914

-527
511

1981 1982
1st 2nd 1st 2nd
238 347 347 29
569 916 1263 1292

1842 2036 1707 913
6042 8078 9785 10698
435 464 464 332
1737 2201 2665 2997
2515 2847 2518 1274
8348 11195 13713 14987
240 210 240 240
810 1020 1260 1500
2755 3057 2758 1514
9158 12215 14973 16487
155 208 217 186
316 581 801 987
1000 (-417)(~-2583)
3000 2583 0

2117 2883
2117 5000
1000 1700 300
3000 4700 5000
(-500)(-500)
500 0
2448 3162 1197
6141 9303 10500
2448 2602 697
7141 9803 10500
3448 2662 2397 300
10141 12803 15200 15500
3603 2870 2614 486
10517 13387 16001 16487
848 -187 -144 -1028
1359 1172 1028 0
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C. Institutional Analysis,

The National Housing Institute (Instituto de la Vivienda --
INVAY was created in January, 1957 by Decree No.30 of that year as
a semi-autonomous public corporation with the mandate to serve as
the principal public sector housing institution in the country. INVA
is subject to effective policy and operational control by the GOH,
through the composition of its Board of Directors, which includes
three government Ministers (Public Works, Labor, Planning), the
Manager of the Central Bank, and two representatives of the Chief
of State, and through the annual review of INVA's capital and
current budgets by the Ministries of Finance and Planning, In the
decade from 1968 through 1977, INVA produced a total of approximately
7,000 units, with an overall investment of $14.2 million for an average
value of $2,000 per unit., With financing provided principally by the
Inter-American Development Bank, INVA is presently completing 1,500
units in the lower-middle and middle—income San Jose project in
Tegucigalpa, on which unit prices are expected to average from $4,000
to $5,000. More recently, however, INVA's traditional orientation
to these income groups has been changing as a result of GOH housing
policy.

Rapic increases in urban population growth and the several
assessments of shelter conditions among the urban poor conducted
during preparation of the National Housing Policy, have raised the
place of housing and the shelter needs of the urban poor in the
GOH's national development priorities. The National Housing Policy,
recognizinag both the positive economic impacts on national develop-
ment of increased investment in housing and its social impacts in
such areas as health and welfare, as well as the constraints imposed
by limited national resources, calls for a major increase in the public
sector production of low-cost shelter services which are within the
means Of the urban poor. As the national housing agency and the basic
instrument for realization of GOH housing policy objectives, INVA has
assumed the central role in the design, implementation, promotion/
delivery, and financing of low-cost shelter for low-income groups.

Its considerable progress in effecting this reorientation
is refliected in the preparation of the 257-unit pilot sites and
services prcject at Faldas del Pedregal in Tegucigalpa for which
INVA has completed final site and unit designs, specifications,
and bidding documents., Bids from pre-qualified contractors are now
being prepared ror submission to INVA. In addition, as noted in the
Technical Analsys, INVA has alpeady prequalified the copt?actgrs and
is now in the process of preparing final plans and specifications for



the 2,400 unit sites and services project at Hato de Enmedio, which

is included as the initial sub-project to be financed under the

proposed HG loan. While some of its present efforts remain directed

toward overcoming problems with the San Jose project, the major focus of its
activities is now directed toward the development and planning of

low-cost shelter solutions for the urban poor.

As part of this activity, INVA has undertaken a significant
effort at internal reform and reorganization, both to develop the
institutional capability required for its central role in servirg
the shelter needs of low-income urban families, and to overcome past
problems in its operations., These have centered around: a) poorly
distributed responsibilities between the Board of Directors and
INVA's management which has resulted in ineffective control of
operations and little overall policy direction; b) a lack of coordi-
nated institutional planning and programming and consequently ir-
regular production levels which prevented INVA from being able to
cover its on-going administrative expenses; c¢) poor control of
production costs resulting in considerable cost overruns, losses
on production, and home-owner dissatisfaction; and d) ineffective
financial management systems with inadequate accounting procedures
for the allocation of costs, high delinquency rates on INVA's port-
folio, and little if any re-investment of portfolio recuperations,

These problem areas were studied and analysed by INVA initially
in late 1976 with the WNDP-funded assistance for Dr. Pedro Pablo Morcillo,
and subsequently with the consultinag firm of Leopoldo Torres y ARtociados,
which is still retained by INVA, resulting in a revised organizati onal
structure which provides for clearer functional linkages and better
synchronization of operations. Basically, the new organization divides
the institution along functional lines which parallel the normal flow of
development anci implementation of projects, with support offices
(Legal, Planning, Personnel, Administration) distinct from major
operations divisions for design and construction (Frojects Diyvision),
financial and portfolio management (Finance Division), and promotion,
sales and commurnd £ty organization (Social Integration Division), as
can be seen in Figure ITI.C., This has resulted in the estiblishment
of a number of new mid-level management positiolis, which allows for
a more practical and efficient functional distribution of responsibi-
lities along operational lines, The reorganization of staff to fit
this new structure was accompanied by an initial 25% reduction in
force to reduce overhead costs, eliminate unnecessary staff and
provide positions within the new approved personnel ceiling for more
qualified personnel. Several key management positions have sub-
sequently been filled from outside the agency, in particular the Sub-
Manager, a highly qualified professione. with considerable private
sector experience in both fimince and management, who has been
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effective at beginning to develop within the institution the comuni-
cation and coordination of functions envisioned in the reorganiza-
tion. The creation of the Organization and Methods tUnit, attached

to the Office of the Sub-Manager and the Administrative Office, is a
significant indication of the Board's and top management's determina-
tion to follow through with the structural reorganization in that it
gives management the technical capability to establish and refine
intra-institutional communication and functional synchronization.

The position of Manager of the Social Integration Division is
slated to be filled in the immediate future by one of the several
qualified candidates who have been interviewed. While the Manager
of the newly-formed Finance T'ivision is expected to be appointed
within the next several months, the Sub-Manager's professional ex-
pertise and experience in finance are considerec more than adequate
to provide this division with needed direction. With the exceprtion
of these two vacancies, bhoth the number and level of qualification
of TNVA's present staft (Table IT1.I appear more than sufficient.
within the new organizational structure. for the maior expansion of
low-cost shelter services which INVE has been given the mandate to
provide.

3evond its reorjanizatvtion and starfing, invensive analyses
conducted by consnltants for FHUTC/®OCAP have assessed in detail
the causes of many of [NVA's insritutional problems and provided
the basis for desiqgning the technical assistance inputs contained
in this project. Hoth rhe specific weaknesses and the technical
assistance designed to overcome then, have been divided into three
general areas overall institutional ianagement and administration,
production and delivery, and financial management.
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TABLE TII.I

INVA STAFF
(September 1978)

PERSONNEL LEVEL

Manacement:
Level I (top management)
Level II (division/office/audit heads)
Level III (department/section chiefs)

FProfessionals:
Legal
Rcecounting/Auditing/Finance
Architecture/Engineering/Topography/ Flanning
Social Service Professionals

Para-Professiorals:
Assistant Engineers/draf tsmen
Social Workers
Aszsistants in Finance

Support Staff:
Secretarial
Clerical
Skilled construction (foremen)
Laborers
Watchmen/maintenance personnel
Drivers

TOTAL STAFF

NUMBER

1€l
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1. Overall Mar.ajement Capability: As indicated in the foregoing
section (Institutional Analysis , management and operations of INVA
are seriously deficient in many respects. While a recent institu-
tional reorganization and the establishirent of middle management
positions and corresponding functional responsibilities hawve occured,
there remains the task of converting and developing this initiative
into a workable and productive organization. Technical assistance in
developing internal administrative control, budgeting, monitoring and
reporting svstems is expected to provide the Board of Directors and
manajement with tools and procedures by which Board control can be
maintained and assured withour its having to become involved in dav-
to-day operations. FEqually important. technical expertise will be
provided (o assist the Board in setting overall institutuinal policies
and priorities and in establishing criteria for evaluating operatiomal
cor{ormance with thse policies. Within the framework of redefined
Foarvd/manacement relations and reporting systems, technical expertise
will assist INVA (0 esrablish advance programming and coordination
procedures for deeloping an on-joing strean of project activities.
This will include the selection, acquisition, and urbanization of
sites for future projects, and identifying and securing sources of
financing for them, and will initially be applied to developing the
secondary cities sub-projects included in this project. Within the
limited context of the secondary cities activities. INVA is expected
to be able to wain important experience in implementation of project
planning and proaramming procedures. !inally, participant training,
inecluding atrendance at management seminars and courses. will be
provided for senior and middle management. It is expected that with
its reorganized instuirutional structure, clearer policy determination
and corresponding reporting systems. advanced programming procedures,
and manatement traininat. INVA management will be better equipped to
administer the increased production of low-cost shelter which the
GOH expec's it to provide. (See Annex G for a time-phased presenta-
tion of TA inputs planned to coordinate with project implementation).

?. troducuvion and iPelivery: ith considerable technical
assistance provided by RHUDO/RCCAP during much of 1978, INVA's
Projects DMivision has begun reorienting its site and unit design
standards and gained experience in their application in develop-
ing rhe Faldas del i'edregal and Hato <= Limedio projects. Technical
assistance in the development and implementation of project and
construction cost control and construction management systems is already
being provided and will continue through the end of 1978 with a foll ow-
up activities scheduled for the first three quarters of 1979 as produc-
tion begins in the initial HG financed sub-projects.

Under OPG funding, long-term technical assistance has been provided
to the Social Integration Division since May, 1978 for assisting in the
development and implementation of promotion and orientation procedures
for beneficiaries of the pilot sites and services project. This will



continue and be supplemented with short-term expertise to assist in
refining promotion activities and beneficiary selection procedures,

as well as in orientation of bereficiaries in terms of their rights
ard obligations as home buyers, and in organizing for self-help and
communi<y activities, It is widely recognized within INVA that the
services of the Social Inteagration Division are extremely important

to assure that project Leneficiaries understand the nature of the long-
term :inaneinrag mechanisms, and are given assistance and direction in
expandin: and completing the sites and services solutions they receive.
Manacement's commitme:rt to strengthening this Diwvision, alonu with

the resident and short-term expertise and participant training in
sorial our-reach methods, should assure that the Division is fully
capable of 'mdertaking its essential functions.

Technical expertise provided since August 1978 for a three month
period o the Savinas and Loan Department will assist that office in
desianins and implemerting procedures for making home improvement
loans 0 low-income residents of the sub-projects and to urban sium
dwellers. Participant training will further ircrease the capability
ot this office to evaluate loan applicants and manage loan repayments,
The home improvement loan program is a significant extension of INVA's
servine to the urban poor in that it will be the first direct formal
sector support for the informal shelter sector. Recognizing that
some 07 the existing housing stock represents an important shelter re-
sourne, the lational Housing Policy specifically directs formal
secror institutions o develop procedures for assisting in the up-
arading of existin: units owned bv the urban poor. It is expected
that a recriented and expanded procram of the kind now being developed
by IIYA wiil serve to demonstrate the feasibility and value inherent
in directly supporting the informal sector. INVA will find it necessary
o expand the staff of the Savings and Loan Tepartment in order to
suceessfully marage this program, but both management and the Board
recormize the importance of the proaram and are expected to fully
support the effort to implement it

Z2,  Financial Management: ror INVA to cover its internal operat-
int experses and successfully manage capital investments in low-cost
shelter, its Finance Division requires further upgrading. To a
certaln extent, the creation of such a division within the new organiza-
tional structure is itself an indication of awareness within the
instivation that the variety of its tinancial functions needs to be
coordinated and improved. Technical assistance which is presently
beina: provided to the Treasury Department 1s building on the reorgani-
zation and on the new manager of the Department. The Treasury Depart-
ment is recsponsible for collections and controlling delinquencies.
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Whe:r @ mortgage is six montns delinquent it is transferred to the
legal oifice tor action. The technical assistance, which has been
iniviaved on mortiage financiny will result in improvements in the
payrent receipt form, collection locations and processing, transfer
ot payments trom payroll deduction and authorized agents to INVA,
accounting ol payments, notification of delinquent payments, mail
and door-to-door follow-up on delinquent owners, preliminary and
tinal legal action and eviction when required. In addition, INVA
will uechanize its porrfolio accounts to improve the accounting
and intorration flow on collections and delinquencies. This is also
the sutiect of the technical assistance being provided and will
incluce a cost benelit analysis by INVA on computer purchase, time
sharini, e'=. Ghorr-term expertise will be provided to develop
approbriare computer programs for this procedure. Finally, the tech-
nical assistance will be supplemented by related training of INVA's
staff ourside Honduras.

tentral vo improving overall management control of administrative
expenses. and project and construction cost control, is the improve-
ment 0l the accounting system to allow for allocation of costs to
income-jenerating operations. Technical expertise to assist in the
developrent and implerentation of cost accounting systems is expected
to simudricantly improve internal accounting, and provide management
and the Ffoard with the basis for evaluating INVA's operational ef-
fectiveness.

D

4. Assessment: The clear recognition within INVA of the need
to retorm, evidenced initially by its major reorganization and the
establishment of a new operational structure, and subsequently by
the continuing effort to up-grade and improve the institution's
funcrional procedures. provides perhaps the most significant indica-
tor of its future effectiveness. Despite considerable problems INVA
has bequn to effect bhoth the internal reform and reorganization. and
“he re-orientation "o serving the shelter needs of low-income urban
families. 7he ex'ensive technical assistarce inputs of this proiect,
aimed at iiproving internal operations at all key levels of activity,
are well designed and phased with INVA's own institution-building
priorities, and should,together with the HG and GOH financing. prove
to be an effective program for achieving both the purpose and goal
of the project.
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D. Economic Factors.

1. Economic Effects: Shelter construction, has strong positive
economic benefits for developing economies in that it creates a demand
for finished building materials and the raw materials needed to produce
them. This is particularly true in Honduras which meets nearly all of
the demand for building materials from domestic secondary (manufacturing)
and primary (extractive) industries. The shelter solutions designed
for this project will use domestic materials for 95% to 98% of the
needed construction materials, and thus the project's linkages to
the domestic economy will be especially strong. Locally produced
materials include a wide variety of cement products, including block,
cement and clay pipe, asbestos cement roofing sheets and cement sinks
and wash tubs, as well as wood, brick, stone, reinforcing bars, PVC
pipe and tin roofing sheets manufactured from imported tin rolls.

The only imported materials will include electrical circuitry and
wiring, toilets and valves.

Econometric analysis based on data for Peru, Colombia and Korea
has established that under such circumstances, housing investment
can be shown to have a higher multiplier effect than that for invest-
ments in plant and equipment, and only slightly 1lcss than that for
exports. An unpublished study of the consumption function in Honduras,
completed by an economist at the University in Tegucigalpa, estimates
the multiplier effect on income throughout the whole economy to be
5.56 times initial capital investment for all sectors. A similar study
by an economist at the Central Bank of Honduras found a higher multiplier
of 6.67, While it could be assumed that shelter investment would yield
a higher multiplier, taking an average of the estimates available for
the Honduran economy, the combined multiplier effect of HIG invest-
ments in shelter will yield an increase in national income at least
6 times as great as the initial investment. During the project imple-
mentation period, the GOH $5M capital investment in INVA will yield
approximately $30M in additional national income. The annual S$3M
GOH investment in INVA expected thereafter, will add approximately
$18M in national income. Re-investments made possible from the roll-
over of recuperations will enhance this multiplier effect even further.

One particularly important aspect of shelter production ard
investment is the increased direct and indirect employment expected
to result from construction and related activities, Studies of the
employment effects of housing investment based on data drawn from
Mexico, Peru, Colombia, Venezuela, Brazil, Korea, Pakistan and India
have demonstrated that each 510,000 of housing investment produces
between 7 and 14 additional jobs. Moreover, some studies suggest
that the direct and indirect employment effects derived from invest-
ment in low-cost housing is slightly greater than that derived from
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higher-cost, or luxury housing, (See, for example, C. Arand et al in
Studies on Employment in the Mexican Housing Industry, Paris; OECD,
1973; and Paul Strassman's "Employment Generation through Residential
Construction in Rio de Janeiro", Michigan State University, 1975).

Using an average of 10 jobs per $10,000 investment, for the
shelter investment of $15.5 million included in the project, this
vields a total of approximately 15,500 additional person/years of
employment, To the extent that the level of production envisioned
for INVA is maintained, this would represent a permanent increase
in employment opportunities in the economy.

2, Debt Service Considerations: If the HG loan to Honduras carries
the terms which have been assumed in the Financial Analysis (approximately
10% interest with 5 year grace and 25 year amortization periods), approx-
imately $125,000, $470,000, and $980,000 in foreign exchange will have
to be repaid to the US investor in the first, second and third years,
respectively, during the pariod of disbursement, $1.05 million in the
remaining two years of the grace period, and approximately S$1,147
million for repavment of principal and interest, if quarterly payments
are mace, (In terms of foreign exchange, a higher interest rate of say
10.5% in the US capital market would make a relatively small difference
in the annual payment and could be off-set by extending the term of
maturity, after the grace period, to 30 years).

While growth prospects for Honduras during 1978-1982 are considered
aood, with real GDP expected to increase more rapidly than in the past
and exports projected to grow by 8,5% per annum, the significant develop-
ment efrfort being undertaken by the GOH through substantially increased
public investment may drive the debt service ratio (debt service as a
percentage of export earnings) to approximately 13% by 1985, up from €. ES:
reported for 1977, CONSUPLANE estimates that total external debt service
for 1978 will be approximately $47,3 million only slightly more than World
Bark projections. As development progresses more rapidly, it is
likely that external borrowing and debt service will increase as the
economy' s borrowing capacity increases,

It is anticipated that there will be an average of $90 million
per year in new commitments by the government in addition to increase
of approximately $49 million annually in disbursements on existing
commitments, This would increase annual debt service requirements by
approximately $9.75 million per year (at the 5.75% average 30 year
concessional terms which the World Bank estimates will be available
to the GOH), only slightly more than the $8.1 million increase between
1977 and 1978 which CONSUPLANE estimates.
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If this rate of increase were sustained without increasing more
rapidly, the debt service on the HG loan would be equal to approx-
imately one percent of total external debt service by the end of the
grace period (1983) when the loan would be fully disbursed, and decline
continously as a percentage of annual external deht service there-
after during the full amortization permdd. The impact of the HG
obligation on total external debt service requirements could then be
considered negligible.

18]

., Environmental Factors

On the basis orf Initial Environmental Examination (IEE) the proposed
project has been given a negative determination requiring no further environ-
mental review, The IEE concluded that among the potential critical areas
of concern, AID's proposed shelter activities will not result in significant
changes to the natural and human environments, The evaluation determined
that in the identified areas of environmental concern, INVA's awareness
of and technical capability to deal with -- these potential problems
are adequate to avoid any significant negative impacts.

RHUDO/ROCAF will rollow-up on the environmental concerns identified
in the IEE by including them among the criteria used in its evaluation
and approval of project anc unit designs.

Specifically, as identified in the IEE, this will include:

1) A determination that a4 cost-éffective and environmentally

sound sanitary collection and disposal system will be utilized,

2) A determination that site design, including designation of
residential and school areas, agrading, retaining walls, etc
minimizes the potential adverse effects of natural hazards.

$) A determination that INVA and SANAA have a formal agreement
with regard to e supply of water, and that an arrangement has been
made with regard to the other physical infrastructure services.

4) A determination that project sites are in conformance with
land use plans and with the need to protect the natural environ-
ment, (Note: This determination has been made already with

regard to sites in Tegueigalpa and San Pedro Sula., Thi s criteria
will affect the approval of sites in secondary cities),

£) A determination that unit and site designs and costs are
respongive to the basic needs of the target group,
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IV. FEINANCIAL ANALYSIE AND PLAN

1. Financial Plan

The proposed project will combine a Housing Guaranty loan
with approximately $402,000 for technical assistance including a
§102,000 grant for participant training, and approximately $300,000
in HG fee funded short-and long-term technical expertise. The proposed
HG loan will total $10.5 million with a 30 year term and an interest
rate of 10%, including the %% AID guaranty fee. The term includes
a S year grace period during which interest only is paid, with the
principal amortized over the remaining 25 year. A 1% fee will be
charged. In addition, the GOH will contribute a total of $5.0 mil-
lion as a capital investment in low-cost shelter, during the four
years of project implementation, at the rate of $1 million in each
of the first three years and $2 million in the fourth year. Finally,
beneficiary cash downpayments over the life of the project are esti-
mated to total $987,000 with 5% downpayments on Level II, III, IV
and V solutions (exclusive of the small loans provided on Level III
and V solutions), and 10% on Level VI solutions.

Technical assistance funding will provide a total of 26 person/
months of short-term expertise, 24 person/months of a long-term
resident advisor, and 70 person/months of participant training. This
recnnical assistance will be provided in the general areas of overall
instirtutional management, production and delivery of low-cost shelter
solutions, and management of portfolio operations and financial re-
cources. Table IV.A, the Swmnary Cost Estimate and Financial Plan,
presents a breakdown of the sources of project funds and their ap-
plications among various proiect components, based on the preliminary
cost estimates included in the Technical Analysis and Technical
Annex., which contemplate and allow for an annual inflation rate of
10% on the undisbursed portion of project funds during the four year
implementation period.

2. Financial Statement Analysis.

A RHUDO/RCCAF commissioned evaluation of INVA's institu-
tional capability, completed in February 1978, contains a financial
evaluation based mostly on ratio analysis, which details the poor
financial condition of INVA. As a public sector development ins-
titution, INVA had not been managed on a full cost recovery basis,
and has received contributions totaling $5.6 million from the GOH
during the three years from 1975 through 1977 ($1.4, $1.6, and
$2.6 million in 1975, 1976, and 1977 respectively). While the GOH
will continue to support INVA in approximately the same annual
amounts, it intends for dts constributions to be used only as in-
vestments in low-cost shelter and not to cover INVA's operating
losses. Condensed Comparative Income Statements for these years,
included in Annex H, page 2, indicate operating losses of $1.9
million during 1975-1977 caused primarily by: a) a relative
stagnation in the growth of interest incomej b) a $500,000 loss
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TABLE IV.A

SUMMARY COST ESTIMATE

and FINANCIAL PLAN
(Thousands of US dollars)

FY 1979 FY 1980 FY 1981 Iy 1982 FY 1983 TOTALS

(lst.quar-
ter only)
Projegg
Activitz:
Technical
Assistance § 215 S 122 S 65 - - S 402
Level T 33 129 179 177 12 530
Level IT 112 441 €13 603 41 1,810
Level TII 245 970 1,347 1,325 90 3,977
Level 1V lce 668 929 914 62 2.741
Level V 164 649 901 886 60 2,660
Level VI 294 1,163 1,615 1,589 108 4,769
TOTALS 1,231 4,142 5,649 5,494 373 16,889
Source of
Funds
AID/HG - 2,877 4,264 3,359 - 10,500
AID/TA 215 122 65 - - 402
GOH 1,000 1,000 1,000 1,700 300 5,000
Berieficiaries 16 143 320 435 73 987

(Downpayments
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on construction operations in 1977; and c¢) a dramatic increase
in operating expenses.

The stagnation in inverest income growth is evidenced by the
fact that INVA while increasing its working capital only increased
its porttfolio by §1.7 million durina the three vear period, and
theretore did not change its earnings base significantly. Because
of a variety of factors, INVA's production of units was unusually
low in 1975 ard 197¢, and the 800 rural units it produced in 1977
have vet to be added to the portfolio due to the slow pace of
agrarian land reform, on which the registration of land title, and
therefore rortyage origination, must depend. 1Irn fact, INVA has an
inventory of over 7,000 units at present, which have yet to be
added 10 its portrolio because of similar legal and site problems.
With these units not accounted for in its portfolio, growth in
interest income has been sharply limited. It is expected that at
least 1,000 of these units will be added to INVA's portfolio by
1980, and this is retlected in the cash flow projections discussed
below.

Tre loss on construction operations resulted from INVA's being
required to sell units at less than cost because of a provision in
nd Tr'e loan which financed the constructvion of the project. Low
sales prices were established in the IDB loan for several reasons,
chiet among ther THNYA's failure v project the rapid rise in cons-
rruction costs, and the inadequacy of its construction cost control,
manaTement and accounting procedures. The considerable technical
assistance being devoted to developing and implementing appropriate
procedures is expecied ©o improve INVA's technical capability signi-
ficantlv in this regard.

Finally. the increase in operating expenses, partly a result
of INVA's nhavi..j been over-staffed for a nunber of years, reflects,
among other ex:raordirary expenses, the unusuallv high severance
and persion experses inecurred in 1977, which totaled over $250,000
due tothe 26 reduction in force. The increase also reflects the
expenses which were incurred in setting up a rural housing office
and in carrying ouv vhe construction of rural units by force
account during the period 1976-77. 1In developing the cash flow
projections INVA's 1977 operatini expenses, its highest on record,
were used. With the allowance for arn annual increase ¢%, compounded,
(tnhe expected rise in the cost of living), the projection should
represent a reasonable esvimate of INVA's future expenses.

Z

3. VFPinancial leasibility and Yiability.

A fifteen year cash flow projection of INVA's operations
has been prepared on the basis of underlying assumptions developed
in conjunction with INVA. (Annex H, pages 4 through 12). Critical
to the assumptions is the expectation that the technical assistance

inputs will improve INVA's institutional capability to the point



where it can sustain the level ot production, delivery and financing
of low-cost shelter services programned for each of the last two
years or proiect implementation. Also important to the cash flow
are the assumptlons that 1!IVA will have no beginning cash in 1979,
despite irs having large cash reserves at present, a4s an allowance
for it tvo cover further anticipated losses on the IDB San José
proiect, and rhat the GOH will provide the necessary cash to cover
projected shortages in 1979 and 1960. The projected level of GUH
capitual contributions for investment tvotaling $5 million during the
four yvears ot project implementation is reported by CONSUPLANE to
nave beenr incorporaced into the investment budget for the five year
national development plan beginning in 1979. The annual §3.0 million
GO capital invesument projected tvo Se available to INVA from 1983
onward represenus only slightly :ore than the GOH has contributed to
INVA in the last several years. and should be forthcoming if, as
expected, IHVA uses the GOH resources included in this project as
investments to expand the supply ot low-cost shelter.

As shown in the projections, INVA will continue to experience
net operating losses and cash shortages during the first two years
of project implementatvion. 1In year three and thereafter, the impact
of increased 0H and G financing begins and a large annual cash
surplus begiin ©o build. The projections do not, however, account for
INVA's reluves in: i+s excess cash, buv simply carries the net cash
flow forward to *he begimdng ol the [ollowing year (Annex H, page
4., [+ cai. be asswed that ar increasingly large cash suplus will
not accunulate, iav rather he re-invested.

"he cash flow projections do demnonstrave that as a direct result
of the 021 and 16 tdinancial irputs, INVA will have the resources to
expanrd 1.s productiion ard consequently its income from the construc-
tion mark-up ard irnrveres: cearnings to more than cover its operating
expenses »y ine third year of he project. The project provides
T3/A wivhh sulllcient resources 1i: the last year of implementation
to mainvai 'his level of production, anc the projections indicate
that IWVA will have posi-iwve nc operating results of cver $400,000
by the end of :'hai vear. This remarkable improvement in its financial
conditvion is attriputable to ivs ability to sustain a high rate of
production and corsisters growth in its portfolio earnings, with
both the financial resources and increased institutional capability
which this project is designed to provide.



V. IMPLEMENTATION PLAN

RHUDO/ROCAP will be responsible to the Mission for managing the

TA and the HG loan and for the review and approval of KRG disbursements.

A. Project Monitoring: The Mission will monitor the implemen-
tation and performance of the project particularly as it relates to
AID's overall strategy for Honduras.

RHUDO/ROCAP will be responsible to the Mission for monitoring
INVA's performance in this project. This activity will include
maintaining the schedule for the technical assistance inputs. The
Project Planning and Tracking Network will be used to assure the
timely development of the various tasks associated with the insti-
tutional development of INVA, and will be updated periodically as
necessary.

RHUDO/ROCAP will also review and approve the plans, specifica-
tions, costs, and any change orders for specific shelter projects to
insure, inter alia, that the final costs of the solutions are afford-
able to the intended beneficiaries. The Project Delivery Plan
(Table ITI.G) will be updated quarterly and used to monitor the timing
and volume of the delivery of the solutions and the drawdowns of the
HG and GOH resources.

B, Disbursement Procedures: The Housing Guaranty funds will be
disbursed over a period of three years. INVA will act as a borrower
and will seek and enter into contracts with an eligible U.S. investor
directly. AID will concur in the final selection of the investor.
Despite the relatively short disbursement period, INVA may have to
drawdown the funds in two separate contracts, as it is possible that
prevailing conditions in the U.S. capital markets will make it im-
practical to enter into a single, three-year loan disbursement
agreement with a .S. dinvestor.

In either case, the drawdowns of HG funds will be supported by
evidence of completed investments, that is, by the representation of
either eligible mortgages or acceptable sales contracts and fully-
disbursed home improvement loans. It is anticipated that GOH funds
will be used for interim financing to the maximum extent possible;
however, the projections in the Project Delivery Plan indicate the
need for an advance of up to about S$1 million in HG funds to serve
das additional interim financing.

C. Procurement Procedures: Contracting for HG fee income funded
advisors will be handled by RHUDO/ROCAP and/or the Office of Housing
(I'S/HY and approved by USAID/H. USAID/H grant funded participant
training will be contracted by RHUDO/ROCAP together with the Mission.
Both will follow established AID procedures for such contracts.
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iv) Evidence that the GOH has agreed to allocate within
its annual budgets sufficient funds to finance in a timely manner the
counterpart elements of the Project agreed to in the financial
plan, as well ds to provide the necessary budgetary support for
[HVA's operations.

U. Prior to the last disbursement of HG funds, INVA shall
submit to AID in form and substance satisfactory to AID:

1) Evidence of having initiated the implementation of
project programming procedures.

L1} Bvidence that INVA has a program for an expanded delivery
of [inimun-cost shelter solutions in secondary cities.

111} Evidence that INVA has conducted, with AID assistance,
d study O the alteprpate domestic and international sources of long-
tern capital available to it,

4. Gpecial Covenants:

fhe Boara ot Direntors of INVA will adopt a policy commit-
Log LNVA to reach and maintain an annual production and delivery
level of 2,000 shelter units and 1,000 home improvement loans afford-
able by the poorer halr of urban residents in Honduras, to the extent
feasible within the limits of the financial resources available to

the ipstitution.

4. Negotiating Stadtus;

‘e conditions precedent and special convenants have been
discussed at several neetings between representatives of AID and

LMV ALS  malldgenient .

ey were discussed partially at a meeting between representa-
tives of ATD and the members of INVA's Board of Directors held on
April 25, 1978. They were discussed in final form at a similar
meeting held on September 5, 1978, A representative of the Ministry
of Finance, wnich is not represented on INVA's Board, was in atten-
dance at this last meeting.

viven these previous meetings on the subject, it is not anti-
cipated that there will be any difficulties in negotiating the
proiect documents.

E. Evaluation Plan

The evaluation of th:@ project will center on three areas:

Uiliiagh




1, The impact of the proposed project minimum-cost shelter
splutions on the intended beneficiaries;

?. The feasibility of instituting such an approach in secondary
ecities and urban sluwns in Honduras; and

5. INVA's success in attaining the institutional capability
deseribed in the project Logical Framework.

e first ared ot the evaluation will begin with the collection
of baseline date on project beneficiaries as they are screened and
selected, The impact of project solutions on these beneficiaries
will be measured in a survey to be conducted as a special task in
the final project evaluation.

The second area of the evaluation will draw on the assessment
of the constraints and possibilities affecting secondary cities and
urban slun home improvement loan programs as well as on the actual
experience in un“elop11.. deliveri ng and servicing minimum-cost
solutions in such areas during the life of the project. The evalua-
tion Wlll also be included as a special task in the end of project
evaluation.

'he third area of the evaluation, involving INVA's institutional
developnent . will be the most difficult to ascertain beyond the
serification of the attainment of project outputs specified in the

Lodical Pramework., As a first step, the management and financial
analyses of INVA periormed by consultants in early 1978 will be up-
dated dupins the fivst months of project implementation. Iuring
this process. a series of indicators, in addition to those specified
in the Lopgical Framework, and more closely related to the various
rarjets of the technical assistance, will be developed and their
wdsclinw values recorded. 'These will be updated during a follow-up
agement and tinancial analysis conducted six months later and

'hnh d4s a part of the regular and end of project evaluations.

This process will serve not only to determine the success in

attaining the project's purpose, but also to adjust the technical
assistance program as needed during the life of the project.

F. Project Planning and Tracking Network

he followinhg chart presents the entire range of project
activities, including technical assistance and physical inputs and
outputs; as they have been phased throughout the life of the project.
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ANNEX B

STATUTORY CHECKLISTS

Exhibit T - Statutor, Checklist HG program Honduras

Txhibit 11 - Staturory Criteria Checklist



ANNEX B

Eehibiv T

STATUTORY CHLCKLIST IHG PROGRAM

HONDURAS

Section 222 (W)

The proposed muaranty will enable rinancing of self liquidating
honsin projects in Latin America ror lower income families and
persor.s as provided in Section 222 (1) (3).

Cection T00{(e)

The total tace amount of the quaratiec issued and outstanding at
any one tiwe shall not exceed 51,030,000,000.

Coction 223 (a)

The ATD CGuaranty fee will be in an amount authorized by AID in
. - . L)
aceordance with its delegated powers.

Cection 2723 (1)

T savinun rate of interest allowable to the eliyible U.S, investr,
“o te prescribed o orvhe administrator, will not be more thar one per
cent above the marrent rate or inverest applicable to housina mortgages

Ingtired by othe D

Pepartment of Housina and Urban Development.

Section 225 (9

(1) donduras is a country that is presently receiving develorment

assis ance wnder Chapter 1, Part T of the Act

(2 The proposed hows ino project will be coordinated with and
complimentar, to other development assistance to Honduras.

3) The proposed housing project will be designed to demonstrate
stitab ility and feasibility of particular kinds of housing or of
firarcial or institutional arrangemen ts involving inter alia sites
and s-rvices; core housing and home improvements,



ANNEX B

-7- Exhibit T

The project is designed and planned by AID so that at least ninty
per cent (90%) of the face value of the proposed uuaranty will be
issued for housing suitable for families with incomes below the
median income (below the urban median income for the housing in
urban areas) in Honduras,

The face value of guaranties issued with respect to Honduras in
this fdscal year will not exceed $25 million nor will the average
tace value of all housing guaranties issued in this fiscal year
exceed 515 million.

Section 238 (c)

The Guaranty will cover only lenders wino are '"eligible investors' as
this section of the act at the time the guaranty is insured.

an
defined in

Section 620

o section 620 sanctions are applicable.
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1sLance ars Sreurt  Suppartyng Ansistancn

ihe Project Paper demorstrates that
the assistance will benefit the
needy.,

No such determination nas been made,

N/A (Provision repealed in 1977).

The Secretary of State has determined
that Honduras is not controlled by
the international comnunist movement .

A.T.D. Kknows of no such cases.

There is no evidence of such actiori.
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Honduras is not a communist country.
hssistance will not be provided to
North or South Vietman. Cambodia or
l,aos..

A.L.D. has no evidence of any subversion
or agression or of plans for such
dction.

In the past there have been incidents
where the GOH had been unsuccessful in
containing demonstrations aimed at the
J.S, Embassy. This nas not been the case
during the past year.

e OPIC Investment Guarant, Projram
1s in operatioln in the country.

Honduras hds not seized or imposed any
penalties or sanctions against i,S.
fishing vessels because of their
activities in international waters
during recent vears.

Honduras is not in default on any
such loans.
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NOo.

Honduras is not in arrears to the
extent described in Arcticle 19 of
the U.N. Charter.

Criteria for assessing progress in
involvina the poor in development have
been set through Sector and Subsector
assessments in Agriculture, kducatiori,
and Nutrition, and will e set in this
vears urban-regional and health sector
assessments.

Major investment is being made in
agricultural credit, technical assis- °
tance and other services for farmers
aimed at increasing food production. ;
Major storage facilities and rural
buying stations are beilng upgraded
and enlarged.
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(2) Cerrving o baeiialilo c)anate for A lavorable climate for investiient exists
B LRI RO j':tw=f“"““““ and specialized GOH agencies such as Lhie
prise and s anvs hational Levelopment Corp. and the
(3) Incrcasing fhe wdilic's yide in Lhe RS oF SRRl £ belng eilective

in attracting internal and exlernal re-
sources for private investmen t.

(3% The Government is purSJlﬂg a clear
policy aimed at increasing the participa-
tion of all sectors in the development

of Honduras. In the past few years the
number and size of prosrams that benefit
the poor has been greatly expanded.

(4" Honduras has been allocating spproxi-
mately 25% of the budget in the recent
past to investment programs.

(b’ While military expenditures have in-
creased they seem to be reasonable in
comparison with total government expen-
ditures. Honduras has not interfered in
the affairs of other free and independent
nations.

(5" Major reforms initiated during the
last years include a strong agrarian re-
form investment (under which tens of
thousands of hectares have been distributec
to poor farmers) and land taxation progran
(which is being assisted cthrough an A.I.D.
Loan) .

(&) The Nartional Development Plan and the
Government's action programs clearly
define its commitment to help raise the
incomes of the poor majority, and TO
shift development efforts more towards
rural areas where the majority of the
poor are found.

(c) Congress has been informed that A.I.D
intends to coufirm development assistance
and grant activities in Honduras.

(d) Honduras is not a recipient of
security supporting assistance or
East peace funds.

Middle

(a) N/A ;
(b) N/A
N/A

S ——
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Listed bnlnw are, farst, atatutors critoria i e thie conce: iy bnooroiscbs with FuaA funds, and
then jroject crnitepic appitealile ta dndivigus! il rouscon: Liavelapient ﬁ"i fance (wish g sibi-
cateaory for cvitenia apulicable ooty Lo Tazps)e cod Security San v ting Fauistance funds,

CROSSERUILHENCTS T SISECRUHTRYE LR SRUR () i) RUH RIS A Sa e G A  R T R Che ARt S TR DG
HEVTCHLL FOR Tieis PO I

1. App. Unnuiderved; PS5 Sec, C0G L ; 4 S : -
R A Congressional Notification will be

(n) Deseribe hue Camsittos, un Auprann” required because the grant project

1_59'1\5‘0' i3 "“_'-'-! ouse Vay OO was not included in the FY79 Congres-

Pl L ”'.L-"-.’-':l-“(-‘:»}‘:--"E'«?,..[{" ' sional Presentation. The assistance

Veark fudaet) Fea :',‘,'.}. 5 AT R is within the A.I.D. allocation

oraznizatien alliccibion repirtod 4o reported to Congress.

Congress (on nut rove thai §1 million

over that figuee plus 10%)2

~ny

LEN Sec, Gl'-“ W), Frior te ohligation Yes.
I eRCess 01 S 100,000, will there he (a)
enaineering, fan;n=1a|. aril othor plans

necessary Lo carry out the assiatenco and

(h) a reasonally firin estinats o1 the

cest to the LS. of the assiitance?

3, ML Sec, 600 (0 ). 1£ fusther leqis- No legislatvive action will he required
lative actian 1t required vWithin recipies ! within recipient country.
couttpy, whats i “.:iu fioy peatanak] ¢
el tarian that sueh zetion il b

conpleted dn Uit toononiit oodeniy
eciemlicin ane oy purpias ol the asuis-

need

4, F"’ \“”. F]I(t‘ ran, ‘.-'J\"_._ ‘]_-""'. 1{e {0 'J/A
W ler 01 Wattr-1elal :
construction, hay .rmu.. (et the slan
dards and critar g as per ilaiecondu of
the Preaident datcd Scept, &, IZ?3
(replaces Merwratdus of May 15, 1467
see Fed, Regisler, Yol 385, lo, 174, Fart
111, Sept. 10, 1“?1}:

VRS OUCES

5. FIA Sec. 611{c). If project is capita) N/A
ausistenct (e.g., vonstruction), and al)
11,5, assistance for il will excecd :
$1 rillion, has “ission Direcir: certified
Lha country's capability effrctively to
rointain and utilize the projoct?

BEST AVAILABLE COPY
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FAY See. 203, G195 !
T HiE ||:I‘{ of reotieal e multi-
Voeral pwiect?  1f so why s progect ot
v evecuted 2 TnfervimLion end conslusion
vhiether ansis basen will ennouydian

pegianal develepsant proow o,
eneintancn ie o nowly dndepandcnt
cnonbry, fs i fursished theonah multi-
$ugeeal gre o tizolions or pistis lo the

I oninemiox it Appronntatod

FLf Sec, (01 echy e L) o)
develaiie st 1oina). fevirion and
GO ions aner modeet (1)1 encourage

cfiurts o1 the country to:  (a) increese
the flew of dnlecnaticnal treac, (h) fos-
ver private dnitiative and corpotition
(¢) encorrage development and use of
croneratives, credit unions, ana savings
and 1nan asseoaitionsy (d), disenurage
monopplictic practices; (e) iwirove
Lechinical edficiency of industny, agri-
cultun end camvevces and {7) strengthen
Tres janor wnicns,
[ Secnamd) Inforwdl iz ¢nd con-
CYimen g hes pragect widl cndauraoe
AL neivahe brade and dnuveatient abircad
ot oo ivete ULS. ta ticipation
RIS AT P oaee prooests including

i
'

(R Y T R O W T
sepices of UL

Clrasy

B ivate Shley

). beseribe

1, to the
Pt ob bt pecailine, Lhe country is
caiteibutioag lon) cuprent 3 to neel
e coal of contractusl ang nther
aeryicos, and foreign currensins
by the U,S. are ntilized toooel
of contrac!:

owned
tha cost

w1 oend other suevices,

I A4 Sec, G12(c). Daes tho U.S5. own excess
foreiqn currency and, it 82, vhat arrange-
prends have been wede fer its 1ciease?

MU CRITERLA Bt PODJECT

levelopuent fasistance brofrci Critoria

g, THA See, J02{e): Sec, 1111 Sec, 28la,

C/tent fo wudeh aetivaty witl (o) £rfec-
Lively deveive the poo crlapsent,
by extonding sncois to econit, &t lucal
Tevel, ingreasitia fahor-intsnsive pro-
guction, sprerading investnant out from
citicn to enall tovns ond raral areas;
and () help develop cooperalivaes,
especially by Luchnical assictance, to
assist rural and urhah poor tu lielp
themselyes toward Lietter life, and other-
Wise encourcow democratic pirivate and
Tecal governsental institutions?

ls praject susceptilile

Part 1

lA!DI:,'«I-'llaODK 3‘ -‘“‘.PD. 5, I

The project is 1ot suitable for execu-
tion as part of a regional or multi-
lateral project,

The project will marginally contribute
to increasing international trade due
to import component of construction,
Bidding procedures plus small scale
home improvement construction will dis-
courage, monopolistic practices. Tech-
nical efficiency of formal housing
sector to be improved.

A portion of training is to be conductec
1in the U.S;

The Government of Honduras is contribut-
ing $5.0 million in local currency to
help defray local cost expenditures.

The U.S. does not own such excess
currency.

Shelter solutions are offered to poor
who could not otherwise afford their
own homes. Individual and group
initiative is encourazed through the
home improvement program and the
establishment of community groups.
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e ERR Soec RE, 04, .]“-‘.| 106, 106,
LT 0 e tanc e et oot v lahl e
[-;r.:'il.:: AR S ;":] icalila o '1:1_;I‘d|‘h X

e a, by cle, -wwhiich corcesponds Lo
cavroe of fuoa sl If vore than ont
tund soug 2 oa wsos for project, includs
velevent prcavscph for vach fund souvce. |

(1) [104] for aeviculture, rural develap-
weny Gr nutcition; ir s, extent to
vhich afiivily s spocifically
desacned vooincrease moductivity
and intene of varal poer; [103A)
if for egticultural rescarcn, s
full eccount taken of nopds of small
farmors,

(2) [104) fu populatien j;lanning o
health; i1 4o, extent to wnich
activity o lends Jow-cost, intogroted
delivery sisteas to peovide health
and fenily plenning sevvices,
especially te rural arces and poar;

(3) [105] for cducation, rublic admin-
1stration, or humen reseurces
tevelor ot 11 soy extent to which
activity strenuthens nonforieal
educe tinn, makes forral eduzation .
more relavant, especizlly for rural
familica and urban paar, of
strengiiiong monaconeal capabiility
of instit tiona enabling che poor to
particiuste in develap, =nt;

(4) [108] fc* technical ancistance,
eneray. rosearch, rocasstrection,
and seles tadd develop onbl preblers;
if so, eatent aclivity is:

(a) techuical coopuretivn end develoy-  Project will finance training in U.S.

ment, c5;onially wity Yoh, privato instituti
ang voiuntary, or renicnc] and dnteq. 0 S S ONS e

paticnal devilopnent, crpanizetions;
(b) tu help alivviate cheray problom N/A
() pesvarah irto, and evilmation of, N/A

econin ie tevnlanment prcLasses and
R o) [T R PHTTROS

(d) reconstroction aftar natural on /A

mancede cicastery

(e) for spe=cial) develupient problem, N/A
| and to enstle proper utilization of

earlicer .S, infrastructure, ctc.,
assistanco;

(f) for prograss of urban development, Small labor intensive construction
espaciclly snail Tabu -intensive entities will be involved in home

(!ﬂ{ﬁf"-l'iﬁl", l-",l'}.l.'t’lllg SY:[QIT‘S. and improvement prog—ram.
fineneinl o gther natitutions tu

help urhan paar participate in

econuinic end social deyvelopment.
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{5) [107] by grants for coorainated
privele effort to develon and
dissuminate intermordiate techuologics
apprapriate for develoging countries,

6. FAL Sec, 110(a); Sec, 208(e). Is the
Feciident country willing ta cantribute
funds to the project, ard in «hat ranner
has o vill it provide assurances thnl it
will provide at leasl 24" of the custs of
the procrar, projcct, or activily with
resoec b 0 which tre acsistance is to he
furnishic! fur has the iatter cest-shiring
reguivecsnl hean waived sor a "relatively
leest-1'ovclopea! country)?

d, FAA Sec, 110(h). W11 arent capital

assistance he disnursed for nroject over
more thes 3 yearsy 1f &0, hes justifi~

cation otisfactory Lo Ciingiess bheen 1oide,

attd effucls for other financing?

e. Fht Sec, 2075 Si SL'. 114, Dxtent to
which asiintance refliects uruprialc
eiphasis oy (1) encour.u1h. daveloment
of Jawcrotic, economic, Pﬂ]l\l\ul ana
sucial instilutions; (z) self-nelp in
nesting the country's food neceds; (3)
improving cvailability of trained worker-
power 1 the countrys (4) proerams
desiancd o meet the cour t“"'s healih
nacds: (B) other impurtany ereas of
cconomic, pwlitical, and social develop-
ment, inciuding industey: irce laber
unions, ceoperatives, and Yoluntary
foencies; trensportation and comrunica-
tion; planning and public eaninistration;
urban developient, and modernizaticn of
existing laws; or (6) intezrating weitn
intu the recipient country's national
2CONDIY,

f. FAA S0, 2Ri(b). Descrilic extent to
which |*n Yo recognizes tac varticular
needs, disirves, and CdpeciLiES of tha
peuple bl the country; ttilizes the
country's intellectual resources to
encoLrags 1nslitutiona] developments

and supparcin civic educetion and tra‘ning
in shills riguived for cfftctive partict-
patian in covernnenta) and political
processes cssential Lo self-government.

——

A condition Precedent to disbhursement of

G funds requires a GOH commitment to
proulde $5.0 million in counterpart funds,
Beneficiary downpayments will provide an
additvional $987,000, Total A,IL.L, inputs
including the HG, HG fee resources and
A.I.D. Grant amount to $10,902,000.

NO,

The project is aimed at improving the ins-
titutional capacity of Honduras' Housing
Institute, so that it can better perform
its function of providing low-cost housing
solutions to the urban poor. lMany of the
beneficiaries will be women who are heads
of households.

The project's design provides for the cons-
truction of various ivpes of low-cost hous-
ing tailored to the needs, desires and
capacities of beneficiaries. All training
and technical assistance will te provided
to the Housing Institute's own personnel
who will be responsible for project im-
plementation.

PRI )
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U, AN Soel 20021 (4) and __{ 3 SIHY e
201(2):. 50 ) (1(8) and =) Doy
the av it ily oive 1easunalilc pramise of
contyihuting to the development:  of

pconn it resources, or o the increase of
praductive capacitivs and %eif-'uflninihg
cconcic arowths or of ¢ducational or
othor anetitutions dlmrtzcd toward social
proaress®  ls [L ralated to and censis-
tent with othar developmont activitics,
and vill 1t contribute to realizable
Tong-renns ahjectives? And does preject
paper’ drov informaticn and conclusion
on an acbivity's econonic and techuicel
SOUNG ¢S ?

Al

un

h. EAF bec, 201(b)(0); Sec.
Infoitit1on and ceaciusion on possibie
effects of the aSSisihnrl on U, S, econony,
with sprcial refercnce Lo arcas of suh-
stantial Jebar surplu:, and extent Lo
which U.S, commaditics and assistance

211(&)(5).

(6).

‘e goal ol Llie project is !'o idlncrease
the supply of housing for the urban
ppor. By providing the initial long- t
term financing and improving. The ins-
titutional capacity to channel effective
demand, the project will stimulate the
productive sector that will have to
supply this demand. The project is
consistent with Honduras development
plans. The project will contribute to
realizable long-range objectives. The
project paper demonstrates the economic
and technical feasabilit:' of the project.

Some construction materials may he
imported from the U.S. Fortions of tne
technical assistance and the part1c1pant

o furvished in oa anncr consistent with
2H”inu;;;$;h;L;ﬁm;Eﬁ;U.& balance- tralnzqg will be procarea i1 the . Sy
af=pavirents position,
2. I(‘t velactont Assistance Froject Critendia
Iy "
a. FMn Ser, ”H(«Wl‘ Information
and corelision on evatielility of financ-
ing from other frec-world sources,
including private scuvces within WS,
h, T4k Sec. 201(b){2); 201(d). Infor-
mation and conclusion o (1) capaciiy of
the country te repay the loan, including
reasuableness of repaycant nrospects,
and (?) reasonablencas and lesality
(under laws of country and 11,S,) of
Tendine and relending terss of the loan,
c. [FBhh o, Hi](t} 1f lean is not v
pade [ suant Lo ¢ ruitilateral plan, -
and a2 erount of tie lgan excecds :
S100,420, has countiy -ui dWiled to AlD
an apsiication for stch funds tocpthog ;
with assurances to judiceto that fund:
will Lo used in an ccononically and :
techinive Ny sound mapnar? !
]
d. ik See. 200(f). Docs eroject paper
desciis -"({7 nroject wil) prorote the
country's vaonoeic dovslepront taking ]
into account the cnullry's autman and i
malerial resources roeotirereuts ang
relaticnship between uitimate objectives )
of the project and overall econuric :
develaprent? ;

Ll



http:econo;.ic

g2

L~

Ut B B S
b l Febpuasy 1y 1978 110

FALL b
i

o FRALSecs 208840 fotal apaent of

W ul;;.;t_"l Tagnanicn A5 R0 ﬂ'l‘l."-':‘g
o private pntorieiae, 15 caing Lo
fnterendigte crad el tnstitul tans or
olhtr toarres &rs (00 USC by privet?
potorprise, 15 howe deed to finance
fshrts from mavste spuiees, 0r as
olhzritdise beinn uicd to finence procur -
fens frow prisales suurces ?

{, M\ Seg. RAE{AY, IF assistance is
fris ol oroduetive enterpise il wil
cocmera o the (s withiUes. unssemeise,
I8 ke anceara tentt byathe recipient
wauitry Lo prevent eipery rolthe ULS, of
patti Lhtn 200 ol e enterpmnis tsoannual
prroduction during the live of .o loan?

Profect Criteriz Solely for Sceurity
S e Isinnse

sea i lity?

Jdiioma), Criteria for Alliznza for
r_.‘. _"_‘ -]

{eer Alldance fur Progress projects
sho e gdd the following twe iters Lo a
nresves chocklist, |

ay B Seo. 261\nIY), <18). Dous
fncistance tale snte ecrount principles
i the Aot ot Peants and Lhe Chantey of
Pupta wel Estes ard to what extent wil)
the activity centibiate o the ccondnic
or palitical dntesialion aof Latin

[} = oy
UM aaun

By PGS e, 2T S 2R LH) T Far
16i vy has there Loen Lanon nto account
tha affoell, made by recinicat nxtion to
ponsar dabte capital anvedrsd in obhey
countries by thaiy ovn citizens? s
lowe annsistent with e findinns and
rige o ondations of (0 Trter-A opicin

Co o atiee for the Lliance for (ronass
(nee "CEPCIES, ™ Lo Peymenent Executive
Coresibilee nf the G48) dn it annuil
rovice of watijonal developttent activities?

Talk i
AID BANDIOOK 3, Apip, 56 j

N/R

The assistance tékes into account the
principles of the Act of togota and the
Punta del Este Charter, The project is
not expected to significantly contribute
to the political or economic interration
of Latin Arerica,

SV}
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ANNEX C

REQUEST FROM GOH/INVA

Exhibit I -~ HG Loan and TA Request

Exhibit II - GOH Support for Program



ANNLX C
Exkibit I

INSTITUTO DE LA VIVIENDA

APARTADOTCS AL S WH 20 ee?
DIRECCION CABLEGLRATICA 1EYA

1EGUCIGALPA, HONDUKRAS NO.534"G, 6 de setiembre de 1978

Sr Fredrik A, Hansen,
Jefe RHUDO/ROCAP
Tegucigalpa, D, C,

Estimado sefior Hansen:

El objeto de la presente es hacer de su conocimiento que el Institu=~
to de la Vivienda, consciente de su responsabilidad como organismo
rector de la problemética de vivienda a nivel nacional, se encuen-
tra sumamente interesado en lograr la reorientacién e incremento de
su gestién, a efecto de beneficiar en mayor medida con programas
habitacicnales a los estratos de menores ingresos.

Con tal fin, se ha planificado para el perfodo de 1979-1983, la eje
cuci6n de diversos proyectos de vivienda, en terrenos propiedad del
Instituto ubicados en Tegucigalpa y San Pedro Sula. En dichos pro
yectos se ha considerado construir viviendas con precios de venta
que oscilen entre 3,000 a 7,000 lempiras aproximadamente,

También se desea ampliar nuestro programa de préstamos para el me
joramiento habitacional, y ompliarlo a otras ciudades del pafs,

Para la ejecucién de los proyectos que se han planteado onterior -
mente, el Instituto de la Vivienda ha invertido la cantidad de apro
ximadamente 2,000,000 de lempiras en la compra de terrenos para
los mismos, Se ha estimado que para financior la construccién de
las viviendas habremos de requerir aproximadurente L.31,000,000;
de esta suma, alrededor de L,10,000,000 serén aportados por el
Gobierno Central, Sin embargo, para hacer realidad estos proyec
tos, existe como factor limitante la imposibilidad de obtener de
fuentes internas los recursos econbmicos adicionales que se requie-
ran para lograr el financiamiento de los mismos,

En base a la exposicién anterior, y considerando de urgencia la ob
tencién de financiamiento externo, este Instituto manifiesta a usted
en su carGeter de Representante de ese prestigiodo organismo inferna
cional, formal intencién de utilizar los recursos financieros que esa
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INSTITUTO DF LA VIVIENDA
APAKTALOVGSTAL NUNEK(Y 087
DIRECCION CACLECRALICA INYA
Y1EGUCICALI'A, JIONDURAS

No.534-G,6 de set,78
Para: Sr Fredrik A Hansen,ROCAP
pég. 2

entidad pueda suministrarnos en calidad de préstamos, hasta por la can
tidad de L,21,000,000, con la certeza de que los mismos contribuirén
al desarrollo econémnco y social del pals, y a mejorar el bienestar del
pueblo hondurefio, Asimismo, para la e|ecuc16n de estos proyectos de
seamos solicitar su colaborocnén en proporcionar al Instituto, la os:sten
cia técnica necesaria,

No estd demés informarle que el INVA continuard con el perfecciona=
miento de su reorganizacién interna y la revisién de los reglamentos

existentes, a fin de adecuarlos a una mayor flexibilidad en su mecéni
ca operacional o -

En consecuencia, mucho agradecerfamos a ysted proporcionarnos infor-
macién detallada sobre las posibilidades de obtencién del financiamien
to requerido, condiciones, tipo de interés, plazo de pago, perfodo de
gracia a otorgarse y demés aspectos que a su criterio resulten conve-
nientes,

En espera de sus amables noticias sobre el asunto que nos ocupa, apro
vechamos la 0porfun|d/paro saludarle con muestras de nuestra consi-

deracién y esflma,/o saluda cordlclmente
MY

CARLOS “BRENES
Gerente (:sene gl

CAB /anr



INSTITUTO DE LA VIVIENDA
APARTADOPCST AL NUMERO 667
PILECCION CANLEGRAFICA- INYA
TECUCICALPA, HONDURAS

ANNEX C
Exhibit II

No,533-G, 6 de setiembre de 1978

Sr. John B, Robinson
Director de la AID

Embajoda Americana
Tegucigalpa, D. C,

Estimado sefior Robinson:

El objeto de la presente es hacer de su conocimiento que la Junta
Directiva y el Ministerio de Hacienda y Crédito PGblico estén de
acverdo en respaldar al Instituto de la Vivienda en el progroma de

$US,15.5 millones para financiamiento habitacional pfanteado por
el INVA y AID,

Este respaldo incluye:

1~ La garantfa del Gobierno de Honduras al INVA para el prés
tamo de $10,5 millones de la AID,

2-  La aportacién de $ 5 millones y los fondos necesarios  para
cubrir los gastos de administracién del INVA en los préximos
cuatro afios.

3-  La utilizacién del financiamiento para la construccién de vi-
viendas de bajo costo con un precio de venta de 3,000 «a
7.000 lempiras para las familias con ingresos inferiores o igua
les a la media del ingreso familiar en los distintos sectores
donde se realizarén los programas sujeto a revisiones periédi
cas; y,

4~  La adopci6n como norma operacional de que el INVA habré
de exigir el pago de lus cuotas mensuales por parte de sus
adjudicatarios y habré de tomar todas las acciones necesarias,
incluyendo la ejecucién de hipotecas y el desahucio por vfa
legal, para reducir la morosidad en su cartera hipotecaria,



INSTITUTO DE LA VIVITNDA
APAKTADOTPCYTAL NUAMERO en?
DIKECCION CARLE ©ACA (NYA
TEGUCICALPA HHONDURAS
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No.533-G, é de sct,78

Para: Sr. John Robinson,Director de AlD

pbg. 2

Asegurdndole nuestro mayor esfuerzo para la consecucién de los pro
gramas d= interés social del INVA, con un aporte de préstamo del
AlID antes relacionado, nos es grato reiterarle nuestro agrodecimien
to por la atencién que se sirva darle a la presente,

De usted, muy cordialmente,

-./avfwﬂg/"(d%z

N f' c FL)OQES—-THERE"
der INVA y Ministro de

Transporte

\/‘ Prcsudento de la Junta Directiva i
Comumcomones Obras Poblicas %’%

,JIA/:
;uclendc y Cré
Por Ley
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DY Fh' SECSTATE yvASHDC
JAHR | TO RUESTE/AMENAASSY TEGUCIGALPA PRIORITY 364G-42
a7 INFO RUESGT/A!EMBASSY CUATERALA PRIORLIY 3093
RRCH1Y, BT
roL . . UNCLAS -, STATE {9GE0G6 : .
ECOY ; TEGUCTGALP/ FOR.USAID AND RMIDO/ROC 23 GUATEMALA FCR ROCAP
AlD E.O0. [1652: N/A
AGA  TASS:C -
A 0
fiﬂ;_ﬁ' SUSJECT:  REVILY OF LOY COST MOUSING (HIG) IRTEHTM REPCLT o
ves i HORDURAS
REFI1STATE 0AGSE5]
; o I« THE DAEC REVIESED THY SUBJASCT ITNIERIN RPEPOET (I
] lig 01 JULY 26, SERIONS DOUBTS USRE SyPhicstn Anopl 11e
cre |1 W1ED0M Gr Tilil (1ISSI0R'S PRCPOUSAL TO UNDERTAYE A4 15 NILLION
e 1 DOLLAR HOUSING PROBRAN OVER A*SIX-YEAR PERICD, ILVOLVING
2 R 1 BOTi AN UhBaN alD BURAL FOCUZ, IW LIGET OF JnUAYS Laoe
oGl 0F JUSTLYUTIONAL CAPACLTY. 1Y WAS RECOSMIZZD TiaT ONE
oiyel i OF THE #AJOF PROJECT OBJECTIVES 18 T0 STRENGTIHED THE
DAO . CAPACITY OF INVA TO PLAN, DESLGN ANl CLERY CUI
4 L FINANCIALLY SOUMD SHELTEL PROGRAMS FOR LOW iNHCOM:
KILG? PEOFLE, HOVEVER, AG AGEEIWLEDAED TN THE TRL 12 1L
o TARE SEVERAL YERRS TO UVEACONE TKVA'S DASIC \FAUBEGGHS .
el NTILTHEND 18 EVIDENGE THAY THE PLAMMED IRVA 13TV U
IAGE TION=RUTLRING FEFFORT 1S TARING MCLD, ARD THAT MiVA
el | "~ HAS GAINED THE CAPACIIY TO DEVELOR 41D MANAGE TS HIGHIR
KRS E © VOLUME CF HOUSING UHICH THE IR ARGUES 1S NECES&LLY FOR
e L CINVA 10 OVERCOHE (ARY OF 1TS PRODLENS, THE ORLIGHTIHN
RF AT THIS TIHE OF LOLSw 15 NHILLION GF CUARANTS AUTHORTEY
i FOR A SIN-=YEAR PROGRAM ('nS JURGED 1O RE YRADVISANLE
e Y FURTHERNMORL, BASED ON DISCUSSTIONS AT 1ME REVIEW, IT ARFPEARG
——ulf CLEAR THAT THE GII=TYPE PROJECT PLANNING AND AHALYSLS

o7+, HECESSARY 10 UNDERGRID® THE SOUNDRESS OF WHAT UAS TERMED
:...w;i THE QUOTE SECOND TRANCHE UNMQUUTE COULD NOT BE AVATLARLE I

D THE PP. JNDEED, ONE OF THE REY PEASIBILITY QUESTIONS I
*'T'““ﬂ, THIS REGARD WAS KOY INVA \OULD PLAN, DEVELOP, NANAGE AND
215.093\0[‘1 SERVICE SHELTER PROGRAMS IN RURAL AREAS. N
Ty \.'
18k | THE CONCLUSION REACHED UAS THAT THE PROPOSED LENGTH 6F TR
EUL_.é PROJECT AND SI1ZE OF THE CONMITKENT WERE EXCESSIVE RECLATIVE
Y TO INVA'S INSTITUTIONAL CAPACITY AND TME DEGRLE CF PROJCCT
PROG_|_ PLARNING LIKELY TO HAVE BEEN COMPLETED BY THE TIt% OF THE
crb |7 PPs  ACCORDINGLY, INTEUSIVE REVIEVU T8 AUTHORIZED ['OR A
uRb__ 1/ HOUSING GUARANTY PROGHAN OF THE APPROXIMATE SCOPE AND DURA=-
Hgg;gH TION OF WHAT \InS DESCRIELD AS THE QUOTE FIRST TRANCME U=
LB QUOTE I THE 1R. IT UAS ALSO AGRELD THAT A FOLLOV-0U
NRD-E}’ GUARANTY, 11D-yAY INTO TME IHPLEMENTATION OF THE FIRST PRO=
} ! AGR—|” GRAMy VOULD BE APPROPRIATE IF INVA NAD CVILEHRGEE TI'E 1N-
- RG] - CREASED INSTITUTICNAL CAPACITY. LT VAS SUREGESIED 1MAT A
, conr_|° PID-EQUIVALENT FOR THE FOLLOW-ON PROJZCT BE 11CORPORATED
HOT_ [ INTO THE PI* TO AVOID MAVIHG TO PREPALRE A SEPARATE FID AT A
QR LATER DATE.
cmm:.(
Eﬂ{:[ 2. N ADDITION TO THE CONCERNS CONTAINED 1M PID DALC GADLE
REFERENCED APOVE, THE PP SHOULL £LSO ADDRESS THE FOLLOWING
— POINTS:
MR | ==A« URBAN [IAGTER DEVELOPMENT PLANS, THE IR WOTES THAT
‘ Sy SOME TOUNS AND CITIES, IN PARTICULAR TEGUGIGALPA AND SAN
=== PEDRO SuULA, KAVE ADOPFTED NASTGR UNBAN DEVELOPEEMT PLANE.
===} IN VIEY OF THE FACT THE GOIl HAS MO FORMAL URZAN POLYCY THE

Fey AU LAYING OUT (NS RATIONALE TOR 14eLERZNTING THIT TRU-
. JECT PRIOR TO 711 ESTABLISUNENT OF A FOKiiAL URBAN POLICY;
- SIOULD DISCIISS 1104 THE PROPOSED JOUSTRG PROJLCTS © 1T 1170

THOSE DEVELCPUENT PLANS, AND EXPLATN HOU HECESSARY. PUNSICAL,

INFRAGTRUGIURE , WHICH THE ILANS [UFLECT, AS VELL A% SOCTAL

! SERVICES, VIIICH ARE OMITTED IN THE PLANS, WILL BE JNTEGRAT-

S R R ——— e ———————————————— i il o S o

TN
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S SHOBLDISET FONTH T Basys A PROPOSEN L

A AT Y R L WA Ir'aur L4 Lipfadisy
AlL SOVRDRESS,  THE DLREC li

wlLOARG TR LIRSS
RUUGH ARALYSTIS OF THVA'S

==V, LOAN COLLLGTION A03D 151 1RAN
HOTED THE LALSE ROSDBER OF Mul.1R0uh
PORTEOLLIO AN COHCLUDED THAT A 0 SR
SYSTEM OF DELINCUERT LOAN CCLLECTION SHOULD BE CANRIED GUT
DURTNG INTERSTIVeE REVIEY, THCLUBYIIC AN ANALYSIS OF aiiE !
VARIONSG CAULES OF DELINRUENT LOANS.  KEMIEW OF JHUA'S REV
ORGANLIZATIONAL STRUCTURE REMEALED THAT THEET \WG 1D OFtR-
ATING DEPARTNENT CHARSED VITH MORTGALYE SENM (ING OR CGlL-
LECTION. IN VIEY CF THE HIGH RATE OF DEEAU. TN THVAYS
EXTSTING PORTFOLIO, THIS \aS JUBGED A SER.GI & GAP )N :
CRGANTZATIONAL PLANNERG VHICH 16 IRTIHDED 10 STRERSTIEN

1
ALY
TH
CT
] 1

CIBUACSTEINANCIAL S1TUATION AS WELL AG 1TSS 1 GE A% A

v RCTAL INSTITUTI0N, T TS ﬁﬂﬁﬁ, THE I'P sﬂﬂvih

OEAGTRE T SRt SRR
.l:';:.:'....:l TR et AEH YRR A e 1550 o]
EXNLGINES DS st B e AT S LS N A ol Ut n 6260 LS
SNDCPROCEDUREDS FOI AVOIDINGAMINIRIZING BELTIRQUENC) £S5 UN

NeEW SHELTER LCaNZ, o
=+C¢  PROPOCED SHELTEN SOLUTIONS AND TAKGE

0

i o 1 A
CLULE A TARGEY GROUP PROFILL INDICATING INCOME LEVELSY
TYPICEL OCCURHTIONG | WiIERE CURRENTLY LIVING, CURRINT S)EL-
TER CORBITION:, ¥Ic,
==D.  TECHNICAL ASSISTANCE AUD INSTITUTION RUILDING: HLAN.
THE DAEC NOTED THE LAKGE INFUT OF TECHNICAH). KGSISTANCE
UNDEX THE PROJECT ARND QUESTIUHED HOW 17 GOULD BE OG-
DINATED. IT VAR SUGEESTE NTODURTHG INTERSIVE Navizu,
THESEQESIRTLIANT S8 o850 DEURE) LS AR R USRS i
ADVTEOR TO THVA WG vOuLD vad TS U PER AN GE
LEVELS CF TRVA AS WELL AS CiCib [E L PHOVISIL) O
OTNER TA. '
==WITH KREGARD 10 THE PROJECT'S INSTITUTION=RUILDING (B«
JECTIVE . THE PP SHOULD LAY CUT A TINE“FRASED PLAN SHOUING
HOU SEOURNCE AliD INTER=RELATYONSHIP OF TRATRIRG, TECICAL
LSSISTINCE, ORUAINZATIONAL, PAOCENURAL (N0 POLICY CliAt4aS
VILL DRING A3O0T INPHOVED PLANRING AND MANAGERL AL
CAPACITY AND JLMEOVED FINANCIAL MAN GENENT. )
==E. DELEGATION OF AUTHORITY. DURING THE DAZC REVIEY, IT
AUAS NOTED THAT PROBLENS COUOERNING THE DIVISION OF RESFGH-
SIDILITY BETULEN THE GENERAL MANAGER 1D THE BOARD OF
DIRECTCRS STILL EXNIST. SIVDN THE 1(20RTANCE ACCORBLED TO
HAVIKE GREATER AUTHORITY FOR INVA OPERATION VESTEN 1Y
GERERAL WANAGER, IF THIS PROSLEMH CALNNOT RE RESOLVED PBURING
INTEIISIVE REVIEW, )T SHOULD BE TREATED AS CORDITICH MRE-
CEDENT TO SIGHING CUARANTY AGREEMERT. : o
==l ENVIRONMENT. THE FIELD INSPECTION REPORT AMD RE- -
VISED IEE IEVEALED THAT SOME OF THE PROPOYED HOUSING SIVES
SUFFER FROM DZFECTS SUCH AS RENOTRNIESS FROI ENPLOYMEMNT AND
SHOPPING CENTLRS 08 SOILS CONDITIONS Anb TORCORAFRY THAT
INTERFERE WITH THE PROVISTON OF . SEVAGE AND WATER SERVIGES.
THE HISSION 1S REQUESTED TO ASCERTAIN IHAT SUCH DEFYC1S DO
NOT CAUSE DEVELOFYIENT COSTS 10 RISE DEYOUD UHAT TRE .
TARGET GROUP CAN AFFORD. THE WISSION SHOULD ERPLORE THLE
FEASIBILITY OF ES1/ABLISNING GUIDELINES F'OR FUTURE &17TL SE=-
LECTION AND THE NLCESSINY FOR PROVIDING TECHNICAL NSSISHANCE
IN THIS AREA.
~=@, PP PRCPARATION. TO AVOID PROBLEMS WHICH KAVE AR1SEN
IN CONNECTION (1TH SCOPE OF ANALYSIS IN SONE HIG PPS 1N
OTHER LAC COUNIRIKS AND TO ASSURE TUAT THE SCOPE AND FOGUS
0F PROJECT ANALYSES ADDRESS ALL RELEVART ARLAS AND 1SSUES

PROGECT RESUUNCT L (G Mahills SHELTLEN SO

NORMALLY CONSIDERED IN THE CASE OF DINEGT NID LOANS,

SUGGLST HISSION CONSIURR INVOLVING LOAR STAFF OR TEAH (G !
WHICH WILL BE DEVELOPTNG PP, VANCE

BT - : I
£GB06
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FLLLY ABDHESSID 11 AN INTERTN REPCIT (1),

THERE U/4S CONSIDNTAAELE SZUTIHENT Fo MEEHSATLY. RE
TIE F'l‘.fll’CSi:'EI KUV LSRG l""""‘.‘”l Ho SPE
REDUCRION UAS DEPINED AT TNHIS TINE fl.a ESTIBL 151
A HCRE AFPADIGAATE L"' UL UoULD L..QH...... DETNILED
KROULEDEE O Ihug! LT?ECI_.'?C'].ES G TR Fosheet
RAPID IRFAGUENENRT, NEITHEZR OF WHICH COULY DT myun:
GAURED FACLY TUY PID.  MNISSION SHIULD BE AYAYE T4
FUIDING FOR LGNS THAN & PILDY ""'53:. Uikl hueus:
SIGRIFICANT FO0EHZSS 1N :;J:HO‘J:“J YAt 5 If.
CAPACITY, 4D SCGHE CHANSES 1N INVA'S FiEssil

(DISCUECTD BELCVW), ONE FOSSIBLE CUTCHIS OF Ain/
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GUARRRTY PR A PILOT REFIRT IW 6 FINST THA40HT YaTH

L U7 4
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AlD CDilLlr‘; CZ WITH LEIWEN AGHEZIED

Wi AL 1T MAS KOTED
143 TO IKVA'S
LaCH OF A STRONS

GIMITUENT TO REFCRN
THE I"IC"C € CORTRIN L'
EERReRE i Camin S Rl

--D. GOl ¢
THET ONZ OF
DISAROIMING

[ EFFCHT TG ﬁ}:?l}.,fi THE INBTITUTZ.  THE JNTERIA
l!EF'C:iT SHOIRL DYSEUZE GO NRTRATICHS NEGAAD L

.RrﬁbLTS oF NIGHEST

REFOAN GF INVA, INCLIDINZ THE
AL FROVIDE EVIDENCE

LE\II‘L “iu )lo WGOH convl 1f.sII J‘
L OF THZ GDMES COHCTAN ALD MILLYUZOECSS T0 TAKZ STROLS
MEASLAES TO0 DEVELCP IuVe YUTO ll'“ PUALIC 80T S
'Fllm.l..!. LOY IWCOHE }"Uul 3 DL.\".'LU"""H/I:M!'.’:“I.

=~E.  PLAN TUNOIROT PATUTIONAL STHEPNITHENING,  BASED ‘Ol
THE coicLusions OF THE ]!-.FIT]TUT]D::.-"-‘-... ANALYS1S, 1NVA'S
PROJECTLD ROLY 14 THE HOUSING SECTLR (PSR THEZ HATICHAL

STRATTGY), ARD GON CONNITAYET TO REXCHl THE
OUTLINE OF A PLAN FOR INSTITUTIONAL
[‘JL.‘J{LOE"':'[‘. THE BLANL SHOULD
IEFERRED SOLUTIONS Firt -
gat 5 THVA POLICIES,

HOUSING
INSTITUTE, THE
STRERGThiv .‘ G SHOULD BE
INDIGATE (LTEORNATIVE f.\D i
PROLGLEYS 1DE! TlF‘r7 i bI'CH AR
HOUSING PROGRAN DIV OPHENT AND THRLEGENTATION, ARD
FIRAKCIAL COLDITION. FINALLY, THE PLAN SHCULD OUTLI IS
THE pIND A0 HAGNITUDE CF f:SSIST!J.fo'. ThaT TRVA VILL
NEED 70 p"‘U!iHESS 175 JUSTITUTIONAL VEARKESSES AND

BEGIN DEVEULOPMENT OF f REW PROCRAN FOR PUSLIC
SPONSCRED HOUS ll‘n 1IN NOXDURRS, INDLUDRING EFFORTS

T0 48G13T THE PROJECT'S TARCET GRGUP.

THERE fRE TUO AREAS VHERE REFORNS (1UST BE AGUIEVED |
IN ORDER FOR INVA TO CUALLEY FO- A1 SUPPORT (OTHER
THAN GRART FUNDED TECHIICHL AS lwl’g. CE). FINST, JHVA
| MUST BE L‘lL'n.Il:G TO SHITT KFROK GATRUCTING HOUSING
UITH 1TS Oult EnPLOYEES 10 C'.L‘""-hLll‘) CONSTRUCTION ON
nLL F‘UT T“I uh‘ L"rl }'ll' \..T.J'c J\ ¢ 'llDr r| l.r“T! Tr.ﬂ‘}
soupcl oF LI.' JTAL GUST EE EOUND.  TH THIS CONTENT,
THE DAGC OUESTICHED THE ADVARTABESG~-[HO1H 10 JTRUA AND
TO THE IU'“I.' A RGIRT 1"(*|- THE FROPOSED NEW S0CLAL
FURD PASIIOLL Thg CVLED OTHER FOTERYIAL CGETHODLS OF

RO LIZi0G Rl AL H'I- LGV IRCCHE BOUSING JHNESTHERT
(E.G.y LHVA LOND 1S8ULS, INVESTUFNT GF SO0CIAL SECURITY

FUNDS J0 MOUSING, INCREAGED USE OF SECONDARY LURTGAGE
FACILITILGY . 11 Was FERTNESE ACATED TIAT A GOOD TEST
OF IRVA'S CONMMITHENT 10 BETORY J1G5ELE AND JRFHOVE

]T" F NG AL COnnITI0N volLD e o STRERNOUS EFEFORT

PaReEaam s AR A e By LAY 2t AN N Te
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==fh,  PHOAECT DESIGH.  YIE DAER AUBRSED V1T THE
PROUECT VS Hital PURPDEE 70 STRENGTHER T RYALS
JHSTIINTIGYAL CaltnGLEY 0 TO r-l.l'ilu'n‘ JOPLERENTAT IO
OF= GONA G RO TOUARLS SITES D aL o end iuzins
SOLUTICHS . BOUEVER, T unly Cl.l.ﬁ\l 1 ) DENTIRLED
PROJUEST QUTEUT 1 THE BTN 16 ARPROR GATELY G, dit
SHELTER SOLUTIONE. 1N VIEY OF IRVAtA IS BT DR AL
UEAALESSES,, CONGTREGTABLE TUCHINCAL adtiaTane  nuD
PERBGES SONE IHARINGE WL pa0lanhY. BE FEbey 70
ACHTEVERTHESRROYECTR G | 'IIT”'JU" STUERGTH ING
CHURCTIVE S THERRORGEEN punasinn :.'f“‘ 0 H R
VONTHE OF TEOHRICAL AGHISTAMSE BEILG 84ADE A\ LfLE
Tl“ oLSH ”I FCHAGRG, GUrRLEY r"l" O BY PERIODIC

SISTARCE FRGI RSCAP OFFICEHG==WAS CONGINERED
”"‘l- H{'H‘ SEFOR s p i"-il'-" e APPROFIIATE OUTPUTS
(i'. Yi.p I"i I ]“'1'1 '.”\'. el '“-]':"..'-'-.Ti“:": I "'ﬂ_1k“ ]!:
FORCI T AROPEGH OF i viis

o\ '\.‘. IRGY
e

POLICIES AND PROCEDUZES, THAINED STAFF) wHICH, TN
SUlly ADDRESS THE DEF1GIERGIES IDENTIFYED I ThE
INSTLTUTIONAL f\'-' LYSES SMOULD. BE INCLUDED 1IN THE

FROJECT LESIGY
--B. APPRGPRIATENZSS OF PROPOSED NOUSING SOLUTIONS.
E PID PROVIDES TURRE Exst4PLES OF SKHELTER SOLUTIONS
vllIhT COULD PE BUTLY UNDER THE BROOSCT , RANGINEG FROY
A LOT AND SERVICES TO A THREE-BOOM HOUSS UITH
SERVICES, 1T IS UNCLEAR HOV TME BIX OF ﬂIFF?thT
SOLUTIONS VILL BE DETLEMLINED AND WHETHER ESE
SOLUYIONG ARE AGCEPTABRLE-TO AND erUni"‘F BY
THE T/ARGEY GROUP.  THE RATIONALE ?Ur 3
PROPOSED WIXN GF SOLUTIONS 1Y PREFER
SUCH AS HERASILITATION, U#athiCS FJh ECTIONS
SITE LEGALIZATICN (MHICH VDULE

r’"
ALLCY FOR [',‘q\TI..lPa’a'llC'l\'
OF EVMENCLOWER  1NCONE I'”‘ILl SOTHAN THE TARSET GT:OL'I’

DEFIRED IN YHE PID) SHOULD BE DISCUSSED K THE
THE POSSIR LYY OF ISCLURIMG f0 CREDIT FuuD Fon !'."L'S.":G
HNATERIALS PURCHASES UAS DISCUSSED DURING THE RE VIEY

AND SHOULD FE EXPLORED FURTHER VITI 1ivA.  THE PP
SHOULD FULLY DISCUSS THE 50C10-£C0HOMIC CHARACTEN) STICS
OF 1)IF. PROJICT'S TARGET GROUP At BROVIDE EVILENGE 0F
DEHALD FOR AND ACCERTABILITY OF THE PROMGSED SOLU7IONS
FOR TI1S GROUD. THE PP SHOULD ALSO D1S
FACTGRS TMAT UILL ENCOURASE THE TARGET
CON 117 L1“1nu I THE NOUSTRG CONSTRUGT
THE PROJECT
SHOPP 1N,
1M ENT

fl THIlOUGH
(E4Cyy ACCESSIBILITY. 10 TH "“-*"3:\”1‘0\,
ARD COVERTMENT SERVICES; INVA'S HOUSING
SERV)CES), '

==C.  LEASE-PURCHLSE

"f‘{) rolll Ihlf i) ‘It“.

1RC0HE Pavisl, I:'.:: {8 HOERCTHE PROBOSED

VARG - "I.' REHASE NINANGRNENT T THE EULERT OF THEIR
JJLUKE 70 '.-..L] SULLOAN GuLquTlf".‘b.

i I":”"I:T‘ T;h. DM:C
[ERESTUE LOW

ST ea Rt "}IU‘ILU LSSELS
JECT ON HONDYAKS
y !nD ANALYZE THE

LS SUPELY SYSTCH.

u'D. Cq.l ' ey
AE YEFECT GF ThE PROPUSLD 12
\Jh‘in!!."“]’]{"' WIRIBTRY CARAOT]
DEQUACY, OF THE BUILDING a1

TEUCTION ARRANAEHEY

!
Al
¢
I]fu
4y AT A Backghourn,  susszalzid \'FO TIE DAEC
‘ f"vlﬁt, Lin&craﬁaL}iaFan.rru" WAS ECRIVED 1 AID/Y
SHTCH Ml EOUSZEUL )N CARARY LG OUT ThHE TKVA ll-'..r*__!IU-
T Ia0A !.fl.‘-).'l':'ﬂ:! ahi PURYHSI ARALYZ RS TAAGET (GROU :.:.;:13.5:
n\) CHARACYERY LGS, GhePlis OF THEGD I)['I‘U"‘!n.---l (L0 S
REGERD REPCRT G THS TREOEGAL BUETES SEeTon Al UI.J."-“I
COUHULT AT LU GILLGY S REFONT O 1ENE' 6 (8 LHIETRAT ) Gl
(00 BEING POUCHIY 10 KECLP/ZRHIRD .  TEE Uf.".' UI:I‘r'rfi.‘Tlhh.). 5 |
TUNT TLE 1814 SHSLTEN SRCTON ACHEISSHLHT 18 LBELE ‘Ul.'l!nll'.D
AG VR 08 T RO CT N ELQEEELTES ’.‘f‘"}fi. VLEAGE

(oAb

(ONTES T n pesnaninel VILL BE SUHITTED Fet

LR TR A R Py A T T T

A




ANNEX I

DRAFT AUTHORIZATIONS

Exhibit I - Draft HG Authorization

Exhibit II - Draft Grant Authorization



ANNEX E

Exhibit 1
GUARANTY AUTHORIZATION
Provided from: Housing Guaranty Authority
Borrower: The llousing Institute of Honduras (INVA)

Fursuant to the authority vested in the Assistant Adminictrator,
Pureau for Latin America and the Caribbean, by the Foreign Assistarnce
Act of 19€1, as amended (FAA), and the delegations of authoricy
issued thereunder, I hereby authorize the issuance of guaranties
pursuant to Section 222 of the FAA of not to exceed ten million five
nundred thousand dollars ($10,500,000) in face amount, assuring
ajalust losses of not to exceed one hundred percentun (100%) of loan
investrent and interest with respect to loans by eligible U.S.
invesrors acceprable to A.I.D. made to finance housing projects in
tionduras

nis guaranty shall be subject to the following terms and conditions:

. Term of Guaranty: The loan shall extend for a period of up
©o ihirty years (30) from the date of disbursement of the first in-
stallment of the loan, including a grace period on the repayment of
principal not to exceed ten (10) years. The guaranty of the loan
shall extend for a2 period beginning with the first disbursement of
ihe loan and shall continue until such time as the Investor has been
paid in full pursuant to the terms of the loan.

2. Interest Rate: The rate of interest payable to the Investor
pursuant to the loan shall not exceed the allowable rate of interest
prescribed pursuant to Section 223 (f) of the FAR and shall be con-
sistent with rates of interest generally available for similar types
of lvars.

5. Guvernment of Honduras Guaranty: The Government of Honduras
shall provide for a full faith and credit guaranty to A.I.D. in United
States dolldars assuring agains any and all losses to A.I.D. by virtue
of A.I.D.'s guaranty to the Investor or from non-payment of the
guaranty fee,.




4. Fee: The fee of the United States shall be payable in
dollars and shall be one-half of one percentun (%%) per annum of
the outstanding guarantied amount of the loan plus the fixed amount
of $105,000 to be paid as A.I.D. may determine upon disbursement
of the loan.

5. Other terms and conditions: The guaranty shall be subject
to the rollowing terms and conditions:

a. Prior to the signature of the loan agreement, INVA shall
submit to AID in form and substance satisfactory to AID
a revision to its regulations concerning the division of
responsibilities between INVA's Board of Directors and
management.

b. Prior to the first disbursement of HG funcs, INVA shall
submit to AID in form and substance satisfactory to AID
a revision of the standards and procedures of INVA's Savings
and Loan Department, to establish a home improvement loan
program accessible to interded project beneficiaries.

c¢. Prior to the last disbursement of HG funds, INVA shall
submit to ATD in form and substance satisfactory to AILL:

i) Evidence that INVA has a program for an expanded delivery
of minimur-cost shelter solutions in secondary cities.

i1y Ewvidence that INVA has conducted, with AID assistarce, a
study of the alternate domestic and international sources
of lonj-term capital available to it.

d. Such other terms and conditions as A.I.D. may deem necessary.

Assistant Administrator
Latin America and Caribbean Bureau

Date



ANNEX E

Exhibit IT

DRAFT PROJECT AUTHORIZATION FOR USAID/H GRANT COMPONENT

Country :  Honduras
Project ¢ Shelter for the Urban Poor

Project No,: 522-0151

Fursuant to Part I, Chapter 1, Section 106 of the Foreign Assis-
tance Act of 1961, as amended, I hereby authorize a grant to the
Instivuto de la Vivienda (INVA), a semi-autonomous agency of the
Government of Honduras, of not to exceed one hwndred and two thousand
United States Dollars ($102,000) to help in financing certain foreign
exchange and local currency costs of goods and services required for
the project as described in the following paragraph.

The project consists of providing participant training to INVA
officials in support of the institutional development objectives of
the HG Low-Cost Housing project to be implemented by INVA. Training
will be provided in the area of general management, portfolio manage-
ment, capital resources management, social promotion and housing pro-
duction. The entire amount of AID financing herein authorized for
the project will be obligated when the Project Agreement is executed.

I hereby authorize the initiation of negotiation and execution
of the Project Agreement by the offices to whom authority has been
delegated in accordance with AID regulations and Delegations of
Authority subject to the following major conditions, together with
such other terms and conditions as AID may deem appropriate. Goods
and services financed by AID under the project shall have their
source, origin and nationality in member countries of the Central
American Common Market or in the United States except as AID may
otherwise agree in writing. No ocean shipping will be financed under
the Grant,




ANNEX F

F. TECHNICAL ANNEX

EXHIBIT

F/1 Illustrated Map - Tegucigalpa
F/2 Tllustrated Map - San Pedro Sula
F/3 Zoning Map - Tegucigalpa

Fia Zoning #ap - San Pedro Sula

F/5S Preliminary Site Plan - Hato de Enmed’io
F/& Illustrative Unit Plans

Level II

Level IV

Level VI

F/7 Unit Cost Estimate - Level II

F/8 Summary Project Cost Breakdown

F/9 Cost Breakdown by Level of Solution
F/10 Proposed Pistribution of Units

F/11 Illustrative Project Implementation Schedule
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BXHLYL /7

QOSTE LRLLEATE - SAN TR iy COR

(Contract Cuuls)
Lkt Cosi: Toal
ITEN Unit (uantity Lps. gost

1 Prali r'llf::ll"l'" 15,00

1-1 Tayout and ieveling Global 1 L5 S 00NN S5 (1)

> Dacavation ¢ 1 Aok fiLling ' N )

2-1 Foundations Lxcuav, i3 2.50 6. 50 Lo, 7Y

2-2 Sewer-lxcav., §& Fill 13 2,00 9,00 1. (¢

2-3 Water-Excav, & Fill M3 1, 0 9,00 SE0E

2-4 Compacted select fill 13 1.10 e 7A0r Al

3 Foundati lons RSO R25

3-1 Reinf. concrete rootings LY 8. 50 6,50 EEIoN

4 Walls : 7 SN S 1

4-1 Toundation (12! hrick) M2 1.80 22,50 40
4-2 Walls (6" brick) M2 22 Y 50RNZ 5400

5 Roof e C )
5-1 (GI over wood frame M2 6.20 9, 40 580

6 Floor V=l 2.00
6-1 Concrete slab M2 5.00 10,40 SR 00

7 Doors
[}

7-1 Bathroom door/frame oda, 1 350000 35000 .
8 “:]__L_\_!:_ £ Sewsp L RS 1 _OL._::‘E
8-1 PVC, GT & fittings Outlet 3 15,00 445,00
8-2 4 ¢ concrete pipn M, 6.00 5.720 A20
8-3 C(lean out box ea, 1 30.00 50,00
9 Blectric e 4 UR00)
9-1 Wiring & fixtures Outlet ? 12,00 24 (0
9-2 Meter, panel £ switch Glol:ul 1 25,00 25,00
10 Sani tary Bixturoes 2 2snag
10- Showan & fanish Qd. 1 20,00 20,04
10-2 Toilet ca, 1 70.00 7C. 00
10-3 Concrete sink ca, J. 35,00 35,00

Total Contract Cost - Lempiras SN /$) 1753 5

Total Contrdact Cost - US Dollars S 397,68

Rounded use §ﬂTJO. 00




TasveT, T (53 Int falaln ~e LT T e
SUYALRY PRIJECT  CCOOT  BZBRIXTCH

(Thousards of U.S. dollars)

CCSTS

. E R R - e gy PR A A ST T gy ~-~T - ymT ) L SR A ba] ~io T -~ - 3 I
conirre [ MY P LEYSL 11 VT T OV TV LEVTL W LUyRL VI RTINS

Housina
Frojects

- Land - 216 395 218 1ge¢ 274 1,282
- Urbanize-

tion - 628 1,145 €5¢ S$£9 813 3,820
- Structu- .

res » - 603 1,099 1,316 1,137 2,723 €£,87¢
- Other

costs - Sl 165 137 118 218 749
- INVA~-In- ‘

direct - 292. 495 411 355 715 2,24E

Sub-Total
Projects: - 1,810 3,299 2,741 2,3€8 4.769 14,927

-Loans in

Projects - - 678 - 292 - 970
- Loans out-

side 530 - - - - - 530

TOTRLS -
(0003) $530 $1,810 $3,977 $2,741  $2,660  $4,769  $16,487




LEVEL

II

II

111

111

COST  BREAKDOWN

BY LEVEL CP SOLUT

EXUIBIT F/9 1 of 2

TON

(September 1978 Base price

ITEM No. of
1 Solutions

s & Inflation) .

Cost per Total Cost Total Cost
Solution per Level With Inflation

Home Improv. Loans

Loans (secondary cities) 100

§ 500 § 50,000

Loans (primdry cities) _ 960 500 480,000
TOTAL 1,060 530,000
$ 530,000
Urbanized Lot & Sanitary Core (Secondary Cities)
Land 185 S 100 $ 18,500
Urbanization 185 200 37,000
Structures 185 S00 166,500
Other Costs 185 75 13,875
INVA Indirect 165 225 41,625
Sub-Total 165 $ 1,500 & 277,500
Inflaticn 40,000
TOTAL (Secondary Cities) $ 317,500

Urbanized Lot & Sanitary Core (Pri

mary Cities)

Land 745 $ 200 § 14,°00
Urbanization 745 600 447,000
Structures 745 400 298,000
Other Costs 745 75 55,875
INVA Indirect 145 225 167,625

Sub-Total 145 $ 1,500 §1,117,500
Inflation 375,000

TOTAL (Primary Citics)

$ 1,492,500

TOTAL LEVEL 1I (Primary and Secondary Cities) § 1,810,000

Urbanized Lot & Hanitary Corce & Loan (Secondary Cities)

Land 315
Urbanization 315
Structures 315
Other Costs 315
INVA Indirect 315
Sub-Total S5 1 G

Inflation

Loan 315

TOTAL (Secondary Cities)

SE 00N SE31% 500

200 63,000

900 283,500

75 23,625

225 70,875
$1,500 & 472,500
182,600

400 126,000

Urbanized Lot & Sanitary Core & Loan (Primary Cities)

Land 1,380 $ 200 § 276,000
Urbanization 1,380 600 828,000
Structures 1,380 400 552,000
Other Costs 1,380 75 103,500
INVA Indirect 1,360 225 310,500

Sub-Total 1,380 $ 1,500 62,070,000
Inflation 573,900
Loan 1,380 400 552,000

TOTAL (Primary Cities)

§ 3,195,900

TOTAL LEVEL III (Primary and Secondary Cities)$ 3,977,000

§ 701,100
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BY

(Septesher

LEVEL

U R TR
Land
Urbaranzvion
Structures
Other Corve
InvhL Indivees

Sub-Tptal
Inflation

TOVLL LEVE

Urbanized

v I_"'i &

hand
Urbonicoo Lo
SLrucint e
Other Coors
INVA Irds
cub-otal
Inflation
Loans

TOTLL

e

LIVIL OF o

1976 B

No.

'f‘\L‘

645
§45
845
B4S
(45

6545

L IV

- Core Cholver & ]

7450
750
730
750
750
750

730

LEVEL Vv

of
Snlutions

BREAN! (0

f‘l'l

ol

priccey & infla

Cost per
Salution

o)

er Level

$ 200
{00
1,200
175

375

U500

& LO H

$ 200

00

1,200

125

275
ST

400

$ 200
€00
2,000
175
526

T

$5,500

T

A2k Urbeniced Lot & 2 Reon Chelter
Land 1,060
Urbanicction 1,050
Structures 1,050
Other Conta 1,050
INVA Trdireot _ 1,040

Sub-Total 1,050
Inflavicn
TOrAL  LEVEL VI
TOTAL _ PROJUCT GUMMARY

Land
Urbanization
Structures
Other Conte
INVA Indircet

'rojcets

Sub-Total
Inflatic

Sub-Toutal

Loans in 110

Loans Qutside

Sub-Tot ¢l

TOThL . CO

ecls 2,425
1,060

Loans

S TG

$ 190
560
1,010
110
IIO

$ qupu\
507,000
,714,000
105,025
310 ,PTYS

146,000
438,000
676,000

91,7270

L

275,700

§ 210,000
650 FOu
2,100,000

163,750

551,200
ST 0T,
1,094,600

\

$

947,500
2,970,000

5,302,500
577,500
1,742,500

$—_Z_;‘UU $ ll _)_JU ToU

400
500

3,457,000

otal Cost

ol

Toval conv
(O

h ITrnfleacicn

2,741,000

& 2,660,000

$ 4,769,000

$16,487,000

970,000
530,000

$145,967,600 ~

ST, 500,000

‘16 49/ 000
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GALYA
% O totel

project

/ot

(% of solu-
tions in Te-
gucialpa)

SAN PERRO
SULA

% Of total
project

(% of solu-
tions in
San Fedro
‘L;'j-li.li‘l

100

(17,0%)

(16.7%)

PROPUS!

LEVEL TT

<oyt et
DISTRIBUTTON OF

SOLUTTONS

LEVEL TT]

LEMEL TV

LEVEL V

LEVEL VI

6.1%

(13.3%)

(12.8%)  (

185

690

10, 9?

(23.9%)

690

10.9%

[ o/
sy e

315

415

6 . G?.:

(14.4%)

430
6.8%

(15.2%)

380

6.0%

(13 .1%)

350

5. 6%

(12.4%)

530

&.4%

(18.3%)

(194.0%)

QR

9. 5%

(100.,0%)

fhof total

project 1 .G 2.,9% 5.0%

(% of solu-

tions in

sQcondary

cities) (16,77%) (50.,8%) (152,15%)

TOTALS 1,060 930 1,695 845 730
(% of total) 16.8% 14.7% 26.9% 1%.4% 11.6%

1,050
16,6%

6,510
100,85
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Lxhibit I:

Technical ascistance related to the improvement of INVA's overall

management capabilily.

PROBLEIT:  iPoor track record in defining and pursuing institutional

objeetives.,

SOLUTICH: Tevelop the Board of Director's role in defining IKVA's

policies and inprove mancgercent capability and nethods.

METHCD @
1. Rcdefine hoard-managenent relations to erihance the policy
function of {orper and the operational function of the lutter.
2. Develcp manugement toels related both to policy contrel,
such as wonitoring and evaeluaiion, and to internal conteol of
operacions and expenses such as auditing, budgeting and periodic
reporting.
3. Train manaserent at tep and middle levels.
4. Inprove pro-project cetivities specifically by develoeping
a pipeline of projects in suitavle cites with particular concern

for developing a pipelinc of sueh projects in sccondary catics.

S A TN 7 e e e
PROPOSED ROSIOTINC

1. Short tewm assistance in defining the proper role {for the
Board of Dircctors and managesent and in instituting the 1eloons
neccssery for awplementing the required changes. (20 pd/3 tr/60
days ct/1q2).

(Note: This assistance will be combined with AID's monitoring



PLIEX G

I 1)“(1‘-‘ .’//f)

.

efforts and will be provicded at the time of the first three
audits or evaluations ol the projcct. In carrying oat tie
andits and cvaluations «n attenpt will be nade to perfoen these

jointly with 1Wa's staff, thus providing on the job Craining,
leading to the developrent of an internal policy and menazement
TeView capanility.)

FRRPE AR

3. Participent treining in managernent techniques and general
administraticn in areas such as persennel nanagement, intomal
guditinyg, with cardidates teken froan amorng department, division
and office chiels and assistant management., (720 pd/C tr/3 yrs.
CU/USRTR/E part ieipant trainding). (1)

4. Shorv tepn sesistance in develcping the advanced project
programring runctions, .in determining the proper unit to assunc
these functions, in designing site selection and acquisivion
procedures, and procedures to coowdirate the provisiocn of
services for these sites (10 pd/L tr/10 det/ICT) (30 »d/V v/

30 det/0PG),

5. &hort lenr assistance in developing procedoves for the
delivery and scrvicing of projects in secondary cities, inclucing.

an assessnent of the constraints ef fecting such an efiort as

well as assistance in the design arnd deplerentation of epproprizie

procedures to carry out su:th projec.s. (40 pd/3 tr/(0 de /ICQC).

*

Short term cssistance in setting up a workshop to evaluaie the

pilot sites and sites services project. (10 pd/1 tr/l0 det/0RG).

Heads of Frojecie, Cocial Intesration Divisions, heads ol Person-
nel, hduoinistracion and invernal huditing Cfifidce and Recdntant
manager for gix nonths cach acadenic trainig in US ov Ceontral
Aincrica.
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Exnibiv 17

Teehnical ascistance relatved to INVA's Production and celiver.

capabilivty,

PROBLE!N:  Frratic production et cost uaaffordeblie by the vt ppor,

lack of effective capacity in sccondary urben centers.

SCLUTION Sustained increase in proeduciion witlh a reduct i odin ot

costs and with a progre.cive involvement in seconcary u:ilan
centers.,

METHOD
1. Improve project execution by develeoping acceptabls ranams

cost unit and site desiung, by dmplementing an effcetvive coot

contro’ durii.g productic: and by idmproving constroctic. manc;o-
ment,

2. Improve post project activiiies particularly with rcuerd to
the promotion of the propozed shelter solulicns anony Lhe urban

poor and to the orientetion and organdratiorn of beneticiaries

with regard to cvolutionary shelicr dnprovencit,

3. DTevelcp ¢ corplementery home ilrprovenent loan prog:ras.

FROPOSED ROGISTII

1. Short tewi assistance in designing and inplementing a
construction cost account ing and project naranement synten as

well as a consuructien project finonciol projeetion ardd control
proccdure (L10 pd/4 1 yr, ct/Ridl0 local contract) (100 pd (€ p)/

8 tr/? yrs. eV/ULAID/i porticipant training). (1)

(1) 5 engincers fron ?ro’ov‘" Pivision tor cie ronth each.
Y accountanty [ron adnds Miv, for onc wmenth each on the jjob
{

raining in Central r“cxnwu.



(2)

2. Long tern Gssistance oy ressdent techrician (engincor/
architect with low-ceut hoeusing background and nanajemen. ex-
perience) in decinning and inplemencing HG-financed projects and
in oversecing other construrtion - welated TR, (4£0 pd (7 py)/
RHUDO lozal contrect.)

. Short vcrn cssistance Lo developiing the funetions c¢f the
Social Toterration Divisicorn (with eppropriate reccimenda ions

on orgenization énd stalllng), in desinning and implementing
procedures ior promoting the proposec shelter solutions anong
the tarset grup, selectins and corient ins the buycrs, ang for
cncouraing and supportine pooi-delivery comunity and cielter
improvenc.t efiorts. (90 pd/S% tr/lC nos. et/IQL). (2)

4. Long lerm assistance by a resident technician in dwpleacni-
ing bencficiary - related TA. (240 pd/2 yrs. et/CrG).

5. ghort tem sistence in designing ard dmplementing procedures
to convert ThVA's small-loan progra: into @ hone Linprovenent
loan prosra; ccccsible to residents of INVA's poarndiuam cost
shelter projecis as well ¢u of existing low-incone comrunities.

(60 pd/L tr/3 ros, et/(¥Ci)).

8 social workers fron the Social Integration Division for one
month cach on Lhie job training in Central America.
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Technical Assistance rvelaved to INVA's financial soundness.,

PIOTLEM:  Percistent net operating losses, lack of internal capiteliza-

tion and insulvicient external sources of capitel.

SOLULICH:  Tnstitute an operating method Daced on full recovery oi
costs and on reinvestment of recuperations, among other reasons
as a mean of expanding the potential {or tapping external sources

of capital.

1. Improve the accounting system to allow for allocation of
costs to incomne-produciigg operations.

2. Inprove control of delinquencies and collections.

3. Improve the managenent ¢f the financial resources in the
mortgae and loan poritfolics.

4. Tnitiate the developrenrt of external sources oi capital.

pRipohh ACTSTANCE

1. Short term assistance in developing and implementing an
cffective internal cost accounting systen (to include the construc-
tion cost accounting sysvam described elsewhere) (10 pd/1 tr/10
det/NoLL) (70 pd/S tr/1 yr. et/I(L).

2. Short tern assictence in the nechundzation of the accounting
systen ard of the administravion of the portfolio (20 pd/1 v/

30 det/100) .
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3, Short tcrm assistance in designing and implementing effeative
collection ard delirquency corirol procesures (40 pd/2 tr/% wos.
et/NSLL) (120 pé/? tr/? vrs., ct/USAID/H perticipant traininyg). (1)
4, Training in che nanagement of financial resources as it
applies to housing finance (240 pd/2 tr/2 yrs, et/USLID/H parti-
cipant training). (2)

5. Short very assistaznce in carrying out a study on the alter-
native extcinal sources (domestic and forcign) of capital avail-

able to finance INVA's progra:ss (30 pd/3 tr/4 mos. et/IQC).

(1) Heads of Trcasury and Savings a:nd Loan Departments for three
months cach on the job training in Latin nerica.

(2) lead of Finance division and once iinancial analyst fer six months
each acadeiic training in Central PMmerica.
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ANNEX

c THANCIAL AILIEX

Condensed Comparactive Falance Sheets
Condersed Jomparative Incone Statements
Statements of Changes in rinencial Position
Proiections o: let Operaving Results anc lash
Construction Operations - Ixistiing Iortiolio
Frojected reriormance ixisting Portfolio
Assumptions for Cash low Frojections

Cash

"y

low F

=

ojection - Mortiaze Loarn
Cash Flow rrajection - iHome Improvements Loans

Constructio:n Oprrations from HIG/GOH Funcs

Flow

Number of Mortraze and home Improvement Subloans

per Year.
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IKVA
Condensed Comparative Balance Sheets
As of December 31, 1975, 1976 ¢ 1977
(u.s. $000)
1975 1976 1977

Assets
Current Acsets
Cast $ 229 $ L6 $715
Time Deposits -- 30 -
Termporary lnvestments 122 94 88
Notes Receivable - Current 583 925 1,085
Accounts Receivable L66 38 768
Prepaid Expenses -- ~-- _ 2

Total current assets $1,400 $1,553 $2,658
Investments -- S 2 S 2
Notes receivable - Long Term $6,215 $6,137 7,825
Furniture & Equipment (net) 111 113 103
Other Assets 6,454 7,051 _ 5,875

Total assets 214,180 314,856 216,463
Liabilities & Capital
Current Liabilities
Accounts Payable $ 454 $ 57 $ 38
Deposits 107 199 223
Restricted Funds -- 282 73
Short Term Financial Operations 146 222 275

Total current liabilities S 707 S 760 S 609
Long Term Financial Operations 2,705 2,558 2,666
Deposits | 116 147 269
Reserve for Contingencies— 514 599 696
Other Reserves 38 -- --
Capital 10,100 10,792 12,223

Total Liabilities & Capital $14,180 S14,826 $16,463

Notes:

1/ Represents an insurance reserve relating

loans.

to mortage

insurance on sub-
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INVA

Condensed Comparative income Statements
For the Years Ending December 31, 1975, 1976, 1977

(u. 5. $000)
Year Ended

12-31-75 12-31-76 12-31-77
1ncone
Construction -- §$ 54 $(506)
Income from foreclosed loans S 2 19 1
Interest Commissions and Fees 531 550 590
Rent 14 22 15
Other !ncome (Expcnse)|VQt (81) (9 84
Prior Year Adjustments— _ 85 134 _(18)

Total Income $551 $770 $166

Expenses
Operating Expenses $ 750 S1,127 $1,487
Net Loss $ 199 $ 357 $1,32)

1/ These adjustments would normally be made directly to the equity
section of the Balance Sheet since their inclusion in the income
statement tends to distort results of current year operations.



Page 2
I NV A
PROJECTICNS OF NET CPERATINC RESULTS AND CASH FLOW
(us $000)
1979 1980 1981 1962 1653 1634 1635 1386 1637 1¢28 1635 1559 1631 1507 1993

NET CPERATING RESULTS
1/ Existing Portfolio 716 892 894 8398 500 903 907 a13 15 517 eze 925 G27 a32 &34
2/ H1G/GOH Mortgage Operation 5 - 55 392 873 1,204 1,539 1,862 2,186  2,5C% 2,332 3,184 1,475 3 30L L 37
2/ Hi1G/GOH Home lmprov. Operation 7 12 22 37 73 103 123 162 190 21¢ 250 250 310 33:% €2

Total 7238 904 971 1,327 1,846 2,210 2,579 2,937 3,291 3,445 L,032 L, 303 SO0 DI PR
3/ Gross Admin. Cost 1,671 1,771 1,877 1,990 2,108 2,236 2,370 2,512 2,053 2,823 2,952 . 3,172 3,302 2,585 3,778
L/ Less Const.Opns. Existing

Portfolio 45 99 120 11 11 11 |RA (BN 111 111 i1l 111 1 [RR} T
L/ Less Const. Op. AID/HIG

Portfolio 9l 409 832 959 chd 593 591 521 643 £7S 710 753 7y e tLe

Net Admin, Cost 1,535 1,263 925 920 1,452 1,532 1,668 1,730 1,6Ch 2,033 2171 2,312 SR Somel z,2'%

Total Operating Results (807) (359) 46 407 394 678 911 1,157 1,387 1,512 1,831 2,04 2,237 Z,428 oz LG
NET CASH FLOW
Less INVA Principal Payments 341 150 151 152 153 154 155 156 157 158 159 159 ic2 1Q2 102
Add: CZown Payments
57 InVA Existing Portfolio L3R 46 56 52 52 52 52 52 52 52 52 52 £2 52 £2
S/ AID/GOH Existing Portfolio 42 191 388 448 255 276 276 290 303 317 331 347 362 27¢ 3ce

Ending Cash (695) (272) 339 755 S48 852 1,034 1,343 1,585 1,823 2,055 2,281 2,859 2,754 2,5-7
6/ Beginning Cash --- --- === 339 1,094 1,642 2,434 3,578 4 921 6,506' §.329 10,33% 12,665 15.214 17,588
Net Cash Flow (Shortage) (695) (272) 339 1,094 1,642 2,494 3,578 4,921 6,506 8,329 10,384 12,665 15,214 17,93 20,915

1/ Represents income from point spread only; e.g. it allows for payment of 1DB interest as only cxpense. Annex H page €
zy Represents net results from cash flows for HIG/GOH Mortgage and Home Improvement operations. Annex i pages3 and 1C
3/ °Y 1977 Administrative Cost per avlit report grossed up 6% year i.e. allaws for inflation but not crployrent of additicnal perscnnel.
E] Recresents 15% of sales price of 'l new construction to be used to cover part of acdministrative costs. Annexi page 11,
5/ Represents 7% of sales price of all new construction. Annex H page 11.
%/ Assume no beginning cash in FY 79 and that annual cash shortages will be made up from outside sources. Also assumes that excess cash available at the

end of any given year will be available for re-investment.
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CGHSTRUCTION GPERATIQNL

2/

us

2/ Less

Pl
Beginning  Principal 1/ delinquent Delincucnt Bad
R

Payments

ccoveries Oubts

Year Portfolio  Colicctions
1973 8,910 LTS
1580 14,027 701
1931 13,972 633
19382 13,966 658
1983 13,95¢ 698
1584 13,352 653
1535 13,955 697
19€6 13,538 697
1987 13,931 697
1938 13,924 656
1389 13,517 696
1990 13,910 696
19391 13,903 695
1952 13,896 695
1993 13,889 654

76
105
56
56
56
cé

56

76
105
56
56
56
56
56
56
56
56
56
56
56
56

Average loan term 20 years cr repayuent 5% per year.
Delinguent payment provision of 17%, 15% and 8% for the first, second and third through 15 years.

afrer they become delirnguent.

90

~ ~ ~ ~ ~ ~

-~ ~ ~ ~ ~

(us s

3/ Net 47 Loans

280
€17
742
691
691
691
690
650
€90
689
€89
639
683
€88
687

Peac L
VA
- EXISTING »ORTFOLIQ
000}
Per len
New Erding Average interest  Loles Zonn ‘or
Pertiolic Portfolico  lollect. .’ Price 1/ Payrert- fom. Lot =

5,487 5/ 14,027 11,49 780 r,Erd L <
ei7 13,472 14,000 &5z 653 st ¢z
7562 13,665 13,569 §s0 768 2¢ 129

691 13,95¢ 13,563 9h9 743 52 P

691 13,852 13,c2¢€ chg 743 52 t

€31 12,858 13,558 948 743 52 T

620 13,938 13,542 548 7542 52 RE

690 13,931 13,535 948 742 52 11

690 13,924 13,528 947 742 52 1

689 13,917 13,528 947 741 52 1

689 13,910 13,914 946 Thi 52 AR}

689 13,503 13,907 54é 741 52 11

688 13,256 13,560 945 740 52 111

688 13,889 13,893 ks 740 52 11

687 13,882 13,886 944 739 52 111

Celinquent paymants will be recovered the year

The first year (1973) based on 1% of beginning portfclio to cover probable losses, after 1979 1% of all priar year new loans.

Principal payments less delinquencies plus recoveries less bad debts.

For 1979 it includes al!l projects in process at 6/30/78 and all net collections.
At a weighted rate of 6.8% on average portfolio.
All new loans grossed up by 7% (down payment) to get sales price, except for the $5,207 in new lcans for 1979 for which sales price was already

considered.

The result being actual cash collections during any year.

At a rate of 73 ©f sales price except in 1979 for which $390,096 was taken on construction in process plus $2!1,000 cn new loans from rollovers.
At 3 rate of 15% of sales price except for $5,207 new loans made in 1379 which in the majority of cases were sold at less than cost.
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Page 6
I HVA
PROJECTED PLRFORMANCE
EXISTING PORTFOLIO
(Us $000)

AVERAGE INTEREST NET
YEAR  PORTFOLIO [NCONE EXPENSE 1/ INCOME
1979 11,469 780 64 716
1950 14,000 852 60 892
1581 13,969 950 56 894
1962 13.963 949 51 898
1983 13,356 959 hs 900
1984 13,949 948 by 903
1985 13,942 948 b 907
1986 13,935 948 35 913
1967 13,928 947 32 915
1988 13,921 947 30 917
1989 13,914 946 26 920
1990 13,907 946 21 925
1991 13,900 o5 18 927
1992 13,893 945 13 932
1993 13,886 ghl 10 934

1/ IDB Loans per amortization schedule.



Annex H
Page 7

THVA

Assumptions for Cash
Flow Projections

HG Lean of $10 5 million will be nade for 30 years at 10% including
the AID Guaranty Fee of .5%. The 30 year term will include a § year
Grace Periocd., Additionally, a 1. one-time fec will be charged on
drawdowns of HG funds,

HG Funds will be drawndown as follows (used for Interest and Principal
Computations).

(U.S. $000)
Purpose
Year Construction Home lmp. Total
1979 $1,068 $ 180 $1,248
1980 3,055 390 3,445
1981 4,660 450 5,110
1982 457 240 697
$9, 240 $1,260 $10,500

H{i Funds drawndown in {(2) above will be sub-loaned as follows:

(U.S. S6O0)
Type of Loun

Year Hortgave Loans Bone Imp. Loans Total
1979 $ 568 $ 180 § 748
1980 2,555 390 2,945
1981 5,160 450 5,610
1982 957 __2ho _ 1,197

$9,240 $1,260 $10,500

GOH contributions for sub-lending purposes will be drawndown as
follows:

(U.s. $000)
Type of Loan
Year Mortgaue Loans Home Imp. Loans _Total
1982 $h, 760 $ 2h0 $5,000

After 1982  2,760/PA $ 2hospPa 3,000/PA
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Sub-loan termy, and rates will be a5 {ollows:

a) Mortgage Loars - 20 years, 129 interest, no orace.
b) Home Improvement Loons - Average 8 years, 13% interest, no grace.

A (ront-cnd fee of 1% of total loan wil) be charged on all new loans.

HG funds, GOl funds and delinquent payments are sub-loaned the year
in which they become available.

Cash available at the beginning of a year plus 75% of prior ycars
sub-ioan principal collections are reloaned to the extent cash re-
quirements allow,

Annual intcrest receipts are based on the average portfolio of the
respective years,

Annual collections of principal on all sub-loans are made the first
day of the year following that in which the sub-loan was made.

A provision for Delinquent Payments is included in the cash flow
projections as a percentage of principal collections in the fol-
lowing manner:

Home
Year Mortgage Loant Improvement Loans
1 17% 152
2 157 12%
3 and thereafter 8% 8%

A1 delinguent payments are recoverced the year following that in
which they becone delinguent,

A bad debt eapense of 19 is applied on all new lowns.

et income cach year is applied to administrative costs to the
extent cash reauirements allows.
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STURCE

3eginning Ca-

1164 Drawdowns

CCH Credit Contribution
Principal Collections
Interest Coilections
Delinguent Recoveries
Front End ree

Total Sources

USES

Subloans HIG & GOH Contr.
Subloans Rollover Funds
HIG Principal Repayments
HIG {nterest Payments
HIG Fee

B8ad Debt Expense

Net lncome for Admin. Cost

Total Uses

Cash End of Year

Average Portfolio

Page 9
1 NV A
CASH FLOW PROJECTION - MORTGAGE LOAN
(us s 200)

1979 1580 1581 1982 1983 1584 1985 1986 1¢87 1928 1989 1990 1593 1992 1993
~-- 6 27 167 340 403 263 306 239 381 421 Les 507 55% 599
568 2,555 5,160 957 --- --- --- --- --- --- --- --- --- --- ---
--- --- --- 4,760 2,76 2,760 2,760 2,760 2,760 2,760 2,750 2,760 2,7€6 2,760 2,753
--- 24 133 320 65k gn 589 1,149 1,327 1,511 1,7C5 1,5CE 2,02 2,345 1,578

34 218 670 1,304 1,798 z,128 2,454 2,7¢7 3,080 3,390 3,639 L, Cch L,3%1 L,513 L.6:3
-—- --- 5 23 33 57 70 85 100 13 131 148 166 184 203
6 25 52 59 34 37 37 - 38 40 L2 44 46 4 50 53
608 2,828 6,047 7,650 5,619 6,196 6,564 7,105 7,646 8,199 8,760 9,331 9,310 10,501 11,099
562 2,535 5,158 5,717 2,760 2,760 2,760 2,760 2,760 2,760 2,780 2,760 2,760 2,760 2,760
--- -—- --- 230 624 914 904 1,087 1,260 1,448 1,641 1,845 2,054 2,276 2,504
- --- --- -— --- 94 103 114 125 138 151 167 183 203 222
18 209 568 906 925 924 915 904 893 8%g 867 851 825 817 755
11 31 47 5 --- - - - - -— --- - -—- - -
6 26 52 £0 34 37 37 39 4 43 Ly 47 59 51 53
5 -~- 55 392 873 1,204 1,539 1,862 2,136 2,509 2,83 3,154 3,475 3,795 4,117
602z 2,801 5,880 7,310 5,216 5,933 6,258 6,766 7.265 7,778 8,295 3,824 9,356 9,802 10,452
6 27 167 340 403 263 306 339 381 421 L65 507 555 539 647
281 1,818 5,583 10,865 14,986 17,737 20,447 23,061 25,644 23,251 30,825 33,383 35,923 38,444 40,945
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CASH FLCW PROJECTICN - KOME IMPROVIMENTS
LOANS
(us $000)
1979 1980 1981 1582 1883 1684 1635 1586 15587 1588 1989 1550 1961 1552 1633

SCURCE
Begianing Cash -— 2 24 50 80 102 37 e 123 14 A RS 158 155 172
H1G Drawdowns 180 390 550 240 - _— - .- .- - - .- --- --- .e-
GOH Credit Contributions -—- --- -——- 240 240 240 250 250 240 240 250 240 250 20 240
Principal Collections -— 20 63 121 189 237 293 353 L9 «72 £13 545 572 £21 £€2
Interest Collections 12 L7 59 155 199 229 258 285 312 135 368 386 424 250 576
Delinquent Recoveries -— -—- 3 9 11 16 21 25 31 37 L2 45 48 50 4
Front End Fee 2 4 5 -6 4 5 5 6 7 7 8 8 8 S 5

Total Sources 194 463 644 821 723 829 904 1,018 1,132 1,22¢ ]!316 1,380 1,437 B AR
USES
Subloans H!G-GOH Contr. 178 388 450 480 250 240 250 250 240 240 240 zho 250 259 25
Subloans Rollover Funds -—- -—- L0 100 178 255 281 345 512 429 533 563 564 616 s
HI1G Principal Repayments - -—-- - -—- -——— 13 14 16 17 19 21 23 25 23 i
HIG interest Payments 3 31 72 116 126 126 125 123 122 120 118 e 114 11 105
HIG Fee 2 4 5 2 --- - - - - - --- -—- - - ---
Bad Debt Expense 2 4 5 6 4 5 5 6 7 7 8 8 S 9 9
Net Income for Admin.Cost 7 12 22 37 73 103 133 162 190 219 250 280 310 339 153

Total Uses 192 439 594 741 621 742 798 892 988 1,094 1,170 1,235 1,29]) L3583 1,450
Cach End of Year 2 24 50 80 102 87 106 123 154 145 146 145 146 173 175
Average Portfolio 89 362 758 1,195 1,529 1,758 1,984 2,191 2,395 2,606 2,825 3,043 3,259 ,459 3,655




Year

CONSTRUCT!ON OPERATIONS FROM

HIG/GCH Rotlover
Funded Funded
Sub-Loans Sub-Loans
562 ———
2,535 -—-
5,158 ---
5,717 23¢
2,760 624
2,760 914
2,760 904
2,760 1,087
2,760 1,260
2,760 1,448
2,760 1,641
2,760 1,845
2,760 2,054
2,760 2,276
2,760 2,504

HIG/GOH FUNDS

{Us $000)

Total
Sub-Loans

Cales Price

Sub-Locns
Gross Up
At 7%

604
2,726
5,546
6,395
3,639
3,950
3,940
4,137
4,323
4,525
4,732
4,952
5,176

5.L15

(Y1}
.
.,
-
(%)

7% Down

Paxmcnt

363
317

37

15% Mark-Up

For Adnm. Cost

648

710
743
776

o
(8]

(41
2
w

()

}
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NUMBER OF MORTGAGE ANMD HOME IMFROVEMENT SUBLOANS PER YZAR
Eirismaze s Uit Cost Suhdeans (LS 5032) Lrit Leans per Year Cirualative Unit Loans
oo RO Hote Home Hore

Tear Mortiade  !mprovement HIG/GOH 1/ Existing 17 Total Imorovenent Mortqage Improverent “ortsage Imorovetent
1679 2,432 420 604 5,508 6,112 178 2,227 2/ Liy 2,227 L
%S0 2,£06 430 2,726 853 ,iEe 2 530 522 i.307 i
1351 2,632 430 5,5h6 758 6,344 490 2,240 1,140 5,767 2,438
1982 3,060 430 6,395 743 7,138 580 2,333 1,349 3,108 3,835
1583 3.366 473 3,639 743 5,352 418 1,322 384 g, a02 L, F3y
Teay 3,703 520 3,950 753 4,693 455 1,267 §52 10,€45 5,651
1585 4,073 572 3,940 742 4,682 521 1,150 911 11,8!% £,382
1286 4,480 630 4,137 752 4,879 585 1,089 929 12,308 7,481
1537 4,928 693 4,323 742 5,06¢5 €52 1,027 541 13,935 8,422
15€3 5,421 762 4,525 741 5,266 729 971 957 14,906 2,379
1539 5,963 838 4,732 741 5,473 773 518 022 15,824 10,301
1650 6,559 922 4,952 741 5,693 acs 863 876 16,592 1,177
1991 7.215 1,014 5,176 740 5,916 834 820 822 17,512 11,599
1552 7,937 1,115 5,415 740 6,155 856 775 768 18,287 12,767
1993 8,731 1,227 5,660 739 6,399 924 733 753 19,020 13,52¢

/ Original Sub-loan amount grossed up 73 to account for down payment.

/ Includes 1,355 subloans from existing projects at aifferent sales prices and 372 subloans at the average sales price of $2,432 per unit





