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PROJECT PERFORMANCE AUDIT REPORT

BRAZIL

SITES AND SERVICES AND LOW-COST HOUSING PROJECT

(LOAN 1654-BR)

PREFACE

1. This Project Performance Audit Report (PPAR) represents the results

of a performance audit of the Brazil Sites and Services and Low-Cost Housing

Project for which Loan 1654-BR of US$93.0 million was approved in January

1979. Although the Bank had previously participated in the financing of water

supply, sewerage and transport projects in the Brazil urban sector, this

project was the Bank's first involvement in the low-cost housing subsector.

The loan was made to the Banco Nacional da Habitacao (BNH). Three low-income

housing companies involved in executing the project, the State Governments of

Bahia, Pernambuco, and Sao Paulo, and the Municipality of Sao Paulo were also

parties to the Loan Agreement. The Federal Government was the Guarantor. The

Loan Agreement was signed on February 8, 1979 and became effective on July 9,

1979. Several amendments were subsequently made in the Loan Agreement. On

August 5, 1981, because of the doubts that project targets could be met,

changes were made in the mix of project components; on December 12, 1983,

because of the rapid devaluation of the Cruzeiro, and the difficulty in

disbursing the loan, further changes were made under a Special Action Program;

these included (i) additional subprojects to be carried out in States other

than those who originally signed the Loan Agreement and (ii) an increase in

the Bank's participation in the cost of subprojects from 35 to 50Q. A Special

Account was established for the loan on August 29, 1983, and the closing date

was extended by one year, to December 31, 1984. The account was closed in

July 1985 with zero balance. Finally the Loan Agreement was amended in

December 1987 to take into account the abolition of BNH in November 1986 and

the merger of that agency's functions with those of Caixa Economica Federal

(CEF).

2. The Project Performance Audit Report consists of a Project Perfor-

mance Audit Memorandum (PPAM) prepared by the Operations Evaluation Department

(OED) and a Project Completion Report (PCR) dated March 31, 1987 prepared by

the staff of the former Urban Projects Division of the Latin America and the

Caribbean Regional Office. The Audit involved reviews of the PCR, the Ap-

praisal and President's Reports, Bank files, and the transcripts of the

Executive Directors' meeting at which the Project was approved. An OED

mission made field inspections and held discussions with CEF officials in Rio

de Janeiro, Sao Paulo, Recife and Brasilia, low-income housing company offi-

cials in Sao Paulo, Recife and Salvador, who had knowledge of the facts.
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3. The Audit found that the PCR accurately covers many important

aspects of the Project experience, however it lacks an important input from
the Borrower. The PPAM supplements the discussion of that experience and

adds to the implementation history with aspects that were not covered or were

not clear in the PCR. Otherwise the PPAM summarizes and attempts, as far as

possible, to avoid repetition of the details provided in the PCR, and in
addition provides comments on the major aspects of the Project.

4. The draft Audit Report was sent to the Government and CEF, as the

successor to BNH, for comments. However, none were received.
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PROJECT PERFORMANCE AUDIT REPORT

BRAZIL

SITES AND SERVICES AND LOW-COST HOUSING PROJECT

(LOAN 1654-BR)

BASIC DATA SHEET

KEY PROJECT DATA

Appraisal Actual or z
Item Expectation Current Estimate

Total Project Cost (US$ million) 1/ 265.7 368.0 39

Loan Amount (US$ million) 93.0 93.0 100

Date Physical Components Completed 12/31/83 12/31/84 2/ 21 3/

Proportion Completed by that date (Z)
- dwelling units 100 164

- loans 100 10

Economic Rate of Return 4/ 17-23% 9Z (URBIS)

CUMULATIVE ESTIMATED AND ACTUAL DISBURSEMENTS

FY 1979 1980 1981 1982 1983 1984 1985 1986

Appraisal Est.
(US$ mil.) 0.9 12.0 39.6 68.1 87.8 93.0 - -

Actual (US$ mil.) - - 13.0 31.8 52.1 80.5 92.8 93.0

Actual as Z of
Appraisal (Z) - - 32.8 46.7 59.3 86.6 99.8 100.0

Date of Final
Disbursement: - - - - - - - 7/8/85

_/ Excluding Technical Assistance, which was financed entirely by BNH.
2/ Except for 1,400 dwelling units in COHAB-SP (see PPAM, para. 28).

3/ From date of signing.
4/ No economic evaluation possible for project as a whole at appraisal. Sample

subprojects from COHAB-SP, SOHAB-PE, and URBIs showed ERRs of 177, 227 and

23% respectively.
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PROJECT DATES

Original
Plan Revisions Actual

First Mention in Files 01/12/73

Negotiations 11/13-27/78 -
Board Approval 01/23/79 - 01/23/79

Signing (Loan
Agreements Date) 02/08/79 - 02/08/79

Effectiveness 05/09/79 07/09/79 17/09/79

Closing Date 12/31/83 12/31/84 12/31/84

OTHER PROJECT DATA

Borrower: Banco Nacional da Habitacao
Executing Agencies: COHAB-SP. COHAB-PE, URBIS, and other State and Municipal

Agencies

STAFF INPUTS

1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 Total

Pre-Appraisal 12.0 43.7 13.6 5.2 59.4 1.2 - - - - - - - - 135.1
Appraisal - - - - 36.3 40.2 - - - - - - - - 76.5
Negotiations - - - - - 3.3 - - - - - - - - 3.3

Supervision - - - - - 10.0 25.7 15.3 16.5 10.1 6.9 5.5 6.2 6.7 102.9

Other - - - -4.1 - - - - - - - - - 4.1

Total 12.0 43.7 13.6 5.2 99.8 54.7 25.7 15.3 16.5 10.1 6.9 5.5 6.2 6.7 321.9
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MISSION DATA

Date No. of Specializations Performance

(Mo./Yr.) Persons Represented Rating Trend

Identification/
Preparation 03/78 5

Appraisal 05/78 8 ECN, ARC, FNA, EGR -

Supervision I 05/79 4 X X X 1 1

II 09/79 3 X X X 1 1

III 04/80 3 X X X 2 1

IV 10/80 2 X X - -

V 12/80 3 X X X 3 1

VI 06/81 2 X X 3 1

VII 02/82 4 X X X X 1 1

VIII 05/82 3 X X X 1 1

IX 10/82 2 X X 1 1

X 04/83 2 X X 1 1

XI 07/83 1 X - -
XII 01/84 1 X - -

XIII 06/84 1 X - -
XIV 10/84 1 X - -
XV 03/86 1 X - -

Completion 06/86 1 X - -

SUPERVISION RATING

I II III IV V VI VII VIII IX X XI to XV

Disbursement - x 2 x 2 2 1 1 1 2 x

Estimated Cost - x 1 x 1 1 1 1 1 1 x

Antic. Completion 1 x 1 x 2 3 1 1 1 1 x

Compliance (Loan Cov.) 1 x 2 x 3 2 1 1 2 2 x

Project Finances 1 x 1 x 2 2 1 1 1 1 x

Management 1 x 2 x 2 1 2 2 2 1 x

Procurement 1 x 1 x 1 1 1 1 1 1 x

Reporting 1 x 2 x 3 3 3 3 3 2 x

x - Not available in Files.
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PROJECT PERFORMANCE AUDIT REPORT

BRAZIL

SITES AND SERVICES AND LOW-COST HOUSING PROJECT

(LOAN 1654-BR)

EVALUATION SUMMARY

1. This loan for the Sites and Services and Low-Cost Housing Project
was the first Bank Group operation in the housing subsector. The loan was
made to the National Housing Bank (BNH) which, until its demise in November
1986, had the dual responsibility of administering and providing the finance
for the National Low-Income Housing Program. The responsibility for executing
the program was given to the Low-Income Housing Companies (COHABs) and other
State and Municipal agencies in the various States (PPAM, paras. 3 and 5).

2. The National Low-Income Housing Program consisted of subprograms
and lines of credit for: land acquisition, construction of finished housing,
acquisition and preparation of sites (lots) and services, improvement to
dwellings through material construction loans, upgrading of slum dwellings,
and self-help construction (PPAM, para. 8).

3. The Bank's interest in financing a sites and services project first
started in January 1973, however, although BNH wished to maintain a dialogue
with the Bank on sectorial experiences, BNH was reluctant to have Bank financ-
ing for the subsector. At that time, BNH had at its disposal all the funds
it required for the Low-Income Housing Program, however, as the Audit showed,
BNH also had reservations about working with the Bank in the housing subsec-
tor. Eventually, with the cooperation of the Ministry of Planning, the Bank
was able to prepare a lending operation with BNH; the project was appraised in
May/June 1978 and a loan of US$93 million was approved in January 1979 (PPAM,
paras. 9-12).

4. The main objectives of the Bank-financed project were: (i) to
promote the various subprograms for housing the urban poor -- defined as
families with monthly incomes not exceeding three times the regional minimal
wage, and (ii) to contribute, through a technical assistance program, to the
institutional development of the COHABs by strengthening their overall manage-
ment and delivery capacity. In order to maximize Bank impact, the bulk of the
project, as initially conceived, was limited to three COHABs (Sao Paulo -
COHAB-SP, Pernambuco - COHAB-PE, and Bahia - URBIS), with the expectation
that the experience derived from the project would be applied to other BNH
programs. The project was prepared from the 1979-81 construction programs of
the three COHABs, and was estimated to cost US$265.7 million, of which US$61.5
million was foreign exchange (almost all indirect). In physical terms, the
objectives were: (i) to construct 51,300 shelter solutions (19,500 dwelling
units and 31,800 lots with complementary infrastructure and community facili-
ties) and 23,900 construction material loans; (ii) to undertake an experimen-



vii

tal squatter upgrading scheme in Recife for 7,200 families; and (iii) to

support the construction of selected sites and services (up to 10,000 lots) in

States, outside the three COHABs. The Bank was to finance up to 35Z of

expenditures for eligible subprojects; BNH was to finance the technical

assistance program (PPAM, para. 13).

5. From the commencement, the implementation of the project was plagued

with difficulties. BNH was an unenthusiastic borrower, whose negative at-

titude to the project was exacerbated by the widespread reorganization of BNH,

and the introduction of new social programs, following the change of Govern-

ment in 1979. These changes also had a negative impact on the project. In

November 1980, previous doubts that the COHABs and BNH would be able to meet

the over-optimistic targets of the project were confirmed. At the same time,

because of the high demand on its resources and the deteriorating economic

conditions in Brazil, BNH began to have cash flow problems. At this point,

however, the Bank loan began to assume greater importance. BNH submitted

proposals for changes in the project; these included, (i) substitution of

finished houses for urbanized lots; (ii) reduction of the construction mate-

rial loan program; (iii) increase in the amount for infrastructure; and (iv)

the substitution of the Recife slum upgrading pilot project, by two other slum

upgrading projects, one in Recife and the other in Salvador. The main switch

of funds was away from Sao Paulo and Pernambuco, to Bahia and to COHABs other

than COHAB-SP, COHAB-PE, and URBIS. The Loan Agreement was amended on August

5, 1981, and subsequently it was concluded that the changes had had a salutary

effect on project execution (PPAM, paras. 14-24).

6. In October 1982, the effects of the rapid devaluation of the

Cruzeiro in relation to the US dollar began to show up in the disbursement of

the loan, and the short fall in the US dollar commitments made it likely that

an extension of the closing date of the loan would be necessary. BNH was

requested to submit additional subprojects, within the loan criteria, which

might be considered for Bank financing. On August 29, 1983, a Special Account

was opened with the Central Bank of Brazil. On December 12, 1983, in response

to the request from BNH, and to assist Brazil, the Bank agreed, under a

Special Action Program, that the undisbursed balance would be used to finance

selected subprojects, consisting of works already initiated, but stopped

because of Brazil's financial problems, and which could be completed by

December 31, 1984. The Bank also agreed to increase the financing from 35% to

50% of subproject costs. Finally, the closing date of the loan was extended

one year to December 31, 1984 (PPAM, paras. 25-26).

7. The loan was fully disbursed on July 8, 1985. The two major revi-

sions to the project had resulted in 45% of the cost of the project being

invested in areas outside the CORAB-SP, COHAB-PE, and URBIS, as compared with

8Z estimated at appraisal time; with the changes the original project loan had

become a sector program loan. The decision to move out of subprojects for

urbanized lots in Sao Paulo, and to reduce the subprojects for construction

material loans, together with the effect of the devaluation of the Cruzeiro,

resulted in the Bank participating in the financing of a larger number of

dwelling units than had been estimated at apparisal (PPAM, paras. 27-28).
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8. Loan disbursement lagged significantly throughout the implementa-

tion period, and commitment fees on the loan totalled US$2.6 million. Initial

disbursement delays were caused by a two-month delay in effectiveness, con-

fusion of responsibility, and the need to make a minor modification to the

Loan Agreement. Later, delays were caused by the inability to meet over-

optimistic targets, and by the devaluation of the Cruzeiro (PPAM, para. 29).

9. The final cost of the project, represented by the total disbur-

sements made by BNH on subcontracts in which the Bank participated, was UPC

46.0 million. 1/ This was equivalent to about US$368 million at the rate of

exchange as of December 31, 1984; and compared with UPC 18.0 million (US$265.7

million) estimated at appraisal. Random tests of 20,000 dwelling units in

which Bank financing was involved, showed that about 85Z of the units had been

constructed at costs affordable to families with monthly incomes not exceeding

three times the regional minimal wage (PPAM, para. 30).

10. The technical assistance program, because of resource constraints

and changing priorities, was not fully implemented. Based on a visit to

COHAB-PE and URBIS, the Audit concludes that any benefits from the program are

unlikely to have been sustained (PPAM, paras. 31-32).

11. BNH showed limited commitment to the Bank-financed project. This

attitude was later exacerbated by the strain on BNH staff caused by the

management, organization, and program changes made in 1979 by the new Govern-

ment. However, faced with the need to revise the project, BNH brought forward

solutions which eventually enabled the disbursement of the loan to be com-

pleted. BNH was unable to fulfill other important aspects of the project

(PPAM, paras. 33-34).

12. The extension of the project, to include subprojects from COHABs in

twelve additional States, weakened the control on the project; the evaluation

capability and performance of the added COHABs had not been verified. Given

the conditions under which they were operating, the performance of COHAB-SP,

COHAB-PE, and URBIS had generally been good. Although project reporting had

been poor, COHAB staff had cooperated well and, in general, had appreciated

Bank staff involvement (PPAM, para. 35).

13. All three COHABs experienced delays in their construction programs,

because of lack of coordination, and the failure by the responsible agencies

to promptly execute the construction of infrastructure and community services.

The lack of continuity in management because of political change, has been,

and continues to be a serious problem in most COHABs in Brazil. COHAB-PE and

URBIS, in particular, have suffered from a lack of managerial continuity, and

consequently from considerable political interference. The internal organiza-

1/ Monetary correction. From July 1964 major banking liabilities and assets

were subject to monetary correction, using a Ministry of Finance index.

Within the BNH-SFH system, the indexation led to the adoption of a new

accounting unit, the standard capital unit (UPC), which was revalued

every quarter using the index. Major BNH liabilities and assets (includ-

ing the loan portfolio) were denominated in UPC.
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tion in these agencies has obviously not accompanied their rapid physical
growth. They have managerial, organizational, staffing and serious financial
problems, and are in need of technical assistance and staff training (PPAM,
paras. 36-38).

14. At appraisal time, and in the initial stages of the project, BNH's
capacity to finance the housing subsector was very strong. However, the
deterioration in the overall economic situation in the country and the in-
creased demand on its resources, weakened BNH's cash flow, and in late 1980,
BNH was obliged to cut back its lending program. In 1983, following a "rent
strike" by COHAB borrowers, which forced the CORABs to suspend their debt
service payments, BNH was obliged to reschedule COHAB debt. With the shortage
of funds caused by the economic crisis, BNH's assistance to the housing
subsector showed annual decline from 1982 until the agency's demise in 1986
(PPAM, paras. 39-41).

15. Although the three COHABs experienced unprecedented growth, their
financial performance has generally been unsatisfactory, and the State Govern-
ments have been obliged to provide them with financial support to cover their
annual deficits and to enable them to meet their obligations. COHAB-SP, due
to its better initial capitalization, has shown a stronger financial position
than COHAB-PE and URBIS. More recently in 1987, COHAB-SP has shown consider-
able improvement, both in its performance and in its financial position;
however, COHAB-PE and URBIS have serious financial problems and COHAB-PE must
be considered insolvent. All three COHABs have serious collection problems,
which first became acute in 1983 and 1984, when, following a "rent strike" by
borrowers, the COHABs were required to reschedule their debts; in the process
large amounts of debt have had to be declared irrecoverable (PPAM, paras. 42-
43).

16. The project, for which Bank staff time was heavy (8 man-years), was
difficult to implement. The appraisal forecasts for the project had been
over-estimated. The Bank was obliged to show considerable flexibility, both
in adjusting the project to the needs of the subsector and to the financial
circumstances existing in Brazil. Bank supervision was not fully effective
(PPAM, para. 44).

17. The loan contributed to the overall objective of the Bank's lending
strategy to Brazil, which was to provide part of a very large volume of
capital inflows needed. The loan also enabled the Bank to make a small
financial contribution towards housing the urban poor. However, as a project,
it was too ambitious, and Bank staff resources were over-extended. The
project failed to fully achieve the objectives set at appraisal, and the Bank
was never able to make the impact on the subsector as expected (PPAM, paras.
45-56).

18. The sustainability of the benefits from the project, which mainly
accrued to the householders of the dwellings, will depend in the ability of
the householders to satisfactorily maintain their dwellings, or in the case of
serviced lots, complete their structures, and accept the community living as
provided. Any benefits from the uncompleted technical assistance component of
the project are unlikely to have been sustained (PPAM, para. 46).
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19. The lesson to be learned from this project is that when the Bank
enters into an operation with an unwilling borrower, in a sector which is
highly susceptible to political change, and with little leverage, the chances
for success are very limited (PPAM, para. 48).
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PROJECT PERFORMANCE AUDIT MEMORANDUM

BRAZIL

SITES AND SERVICES AND LOW-COST HOUSING PROJECT

(1654-BR)

I. BACKGROUND

1. Since 1950 the growth of Brazil's urban areas has been rapid.
Between 1950 and 1980 the national population doubled from 52 million to 119
million, however over the same period the urban population quadrupled from 19
million to 80 million. The current rate of growth of population is about 2.3%
per year and the population is expected to exceed 150 million by 1990. Rural
migration has been high, and the urban areas have absorbed, and continue to
absorb large numbers from the interior. Most of the urban growth has been in

the central west, and southern metropolitan regions and cities (Sao Paulo, Rio
de Janeiro, Belo Horizonte and Brasilia) where the possibilities for employ-
ment are greater.

2. Poverty is prevalent in most cities, and owing to inadequate access
to shelter, and proper water and sanitation facilities, the percentage of
families in relative poverty is almost 80Z in some cities. Large populations
are living in squalid housing conditions. In the metropolitan region of Sao
Paulo, it is estimated that about six million people are living in substandard
housing; there are presently 1,600 "favelas" or squatter settlements in the
region involving an estimated one million people, and these numbers are
increasing at the rate of 6,000 per month. Ten percent of the present 4.8
million population of Salvador, Bahia, are living in similar settlements; in

that city during the first five months of 1988 there have been no less than 83

illegal invasions of private and public land by sizeable population groups
looking to establish shelter. The Project under review supported a subproject
for the upgrading of a large slum area in Salvador where about 100,000 people
were living over the water in precarious structures on stilts. The project
was successfully completed in 1984, however, since that time a further 25,000

people have moved in to establish a slum over the adjacent waters. The

current economic difficulties in Brazil are also aggravating the housing
situation and in some cities, because of the inability to afford housing,
there is movement from established dwellings into the "favelas." The housing
deficit in Brazil is presently estimated at about 12 million units alone for
families with up to five minimum salaries (see para. 6); this unsatisfactory
situation presents a potentially explosive and politically sensitive problem
for the Government.

3. The rapid growth of urban population created a huge demand for

housing and urban services for which the public sector had the major respon-
sibility. Official housing policy was initiated in 1964 with the creation of

the Housing Finance System (SFH) and the National Housing Bank (BNH), the

latter being the key institution in the sector until 1986, when it was dis-
solved, its functions being taken over by the Federal Savings Bank (Caixa
Economica Federal - CEF). The basic principle of official housing policy was
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to ensure the financial viability of the housing subsector while promoting
home ownership, especially among the low-income population. The main tasks of
BNH were twofold: (i) to administer the SFH by guiding, regulating and
controlling the local housing executing agencies and the Brazilian savings and
loan system, and (ii) provide substantial finance for the housing and the
related urban infrastructure subsectors.

4. Under its statutes, BNH was prevented from executing and managing
the operations which it financed, BNH therefore encouraged the creation of
viable intermediaries at the local level, which would execute and manage
housing and urban development operations. In the field of low-income housing,
the intermediaries were the low-income housing companies (COHABS), mixed-
economy companies owned principally by the States and Municipalities in which
they operated.

5. To ensure a steady flow of funds for BNH's operations, the Govern-
ment decided in 1967 that BHN would manage the Employment Guarantee Fund
(FGTS). This Fund is financed by an 8Z tax on all wages and salaries covered
by the labor legislation, and is designed to enable workers to build up a
savings reserve which, through indexation, will retain its real value in
addition to earning interest. The funds are available to a worker in case of
unemployment, retirement, or in an emergency, and can also be used as a down
payment for BNH-financed housing. At the time of appraisal of the Project,
BNH was directing the use of funds in excess of US$26 billion; during 1977 BNH
financed investments totalling US$2.4 billion, representing 1.4! of GDP.
Seventy percent of BNH's investments were made in the overall housing subsec-
tor, with the balance being made in sanitation and urban development; about
20Z of total investment was for low-income housing. Under the Low-Income
Housing Program, at the time of appraisal, only shelter units costing up to
Crz$10,500 (US$7,375) were eligible for BNH financing.

6. Brazilian agencies operating in the urban sector define poverty in
terms of family income and multiples of regional minimum salaries. Using
these variables, the poverty group corresponded to the families with monthly
incomes of up to three times the regional minimum wage. (The regional minimum
wage in the Northeast is presently Crz$10,400 or about US$55.)

7. BNH promoted the social objectives of SFH by a complex series of
cross subsidization schemes, under which the social programs were subsidized
by higher income housing programs; interest rates were 0-3Z for the former and
3-101 for the latter. Prosperous Southern States paid higher interest rates
than the poorer Northeastern States, and within the social program, COHABs
paid lower interest rates for urbanized lots than for finished housing.

8. The National Low-Income Housing Program, administered by BNH through
its various directorates at headquarters and its regional counterparts, and
executed by the COHABs, state and municipal agencies, was based on a series of
subprograms and lines of credit. At appraisal time these were as follows:

(i) Land acquisition;
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(ii) Construction and acquisition of finished housing, including embryo
houses, detached houses, apartments or a combination of these
(PLANHAP);

(iii) Acquisition and preparation of sites (lots) and services
(PROFILURB);

(iv) Construction, completion, enlargement or improvement of individual

houses through construction material loans (FICAM).

Subsequently, in May 1980, BNH introduced a subprogram (PROMORAR) for families
with three times the regional minimal wage or less, which provided finance

for upgrading slum dwellings, including granting security of tenure to in-
habitants in squatter areas, and improving their environmental conditions

through the provision of infrastructure and services. One of the aims of this

subprogram was to preserve existing communities and minimize population
displacement. A further subprogram (MUTIRAO) which provided finance for self-

help construction of low-income shelters was introduced in 1984. The Bank
loan was used to finance approved PLANHAP, PROFILURB, FICAM and eventually,
also PROMORAR subprojects.

II. THE PROJECT

9. The Project was the first Bank Group project in the housing subsec-
tor in Brazil. The files show that the Bank's interest in financing a sites
and services project first started in January 1973 and a project was actually
identified in September 1974. Subsequently, numerous discussions took place
between the Bank and BNH, but while BNH wished to maintain a dialogue with
the Bank on sectorial experiences, there was reluctance to have Bank financing
for the sector, although apparently in 1976, BNH had assured Country Programs
of its interest in eventually taking up Bank finance. The following quote
from a internal memo dated March 18, 1976, is indicative of Bank-BNH relations
at that time:

"If BNH is to be the vehicle for Bank involvement in the urban field
in Brazil I believe the following changes will be required: (a) the
present arms-length relationship between BNH and Urban Projects
staff will have to be replaced by serious and substantive working
level discussions especially in the early stages of Program and
Project formation ... "

10. As the manager of the Employment Guarantee Fund (FGTS), BNH at that
time had at its disposal ample funds, at low rates of interest, and did not

require Bank funds. The Audit showed that BNH also had reservations about
working in the housing subsector with the Bank, which it considered too rigid,
slow and over-demanding. The terms of Bank loans were also considered to be

too hard.

11. In January 1977 another approach was made to the President of BNH
on possible Bank involvement in PROFILURB, and consistent with his previous
responses he considered that time was not yet ripe for Bank involvement. At
the same meeting, Bank staff asked if the President would agree to the Bank
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itself developing a sites and services project at the local level in one or
two States should the opportunity arise; the President's reply was firmly
negative. He considered that there was adequate funding behind the PROFILURB
Program at BNH, and independent initiatives to develop other sites and ser-
vices projects would be counterproductive to PROFILURB.

12. A letter from the Bank to the Minister of Planning on April 6, 1977,
and subsequent discussions on the development of a lending program for the
urban sector, between representatives of Ministry of Planning, BNH, and the
Bank, seemed to break the impasse, because thereafter a serious dialogue
opened up between BNH and the Bank on a future lending operation. A project
preparation mission visited Brazil in March 1978; this was followed by ap-
praisal in May/June 1978. Negotiations took place in November 1978, and a
loan of US$93 million equivalent was approved in January 1979. The Bank had
entered into a formal relationship with an unenthusiastic borrower in a
politically, highly sensitive subsector.

13. The main objectives of the project were: (i) to promote the lowest
cost elements of the various housing subprograms aimed at the urban poor --
defined as families with monthly incomes not exceeding three times the
regional minimal wage; and (ii) to contribute, through a technical assistance
program, to the institutional development of COHABs in order to strengthen
their overall management and delivery capacity. In order to maximize Bank
impact, the bulk of the project, as initially conceived, was limited to three
COHABs (Sao Paulo-COHAB-SP, Pernambuco-COHAB-PE and Bahia-URBIS), with the
expectation that the experience derived from the project would be applied to
other BNH programs. The project was prepared from the 1979-1981 construction
programs of the three COHABs. In physical terms, the objectives were (i) to
construct in the three CORABs 51,300 shelter solutions t19,500 dwelling units
(PLANHAP) and 31,800 lots (PROFILURB) with specific complementary infrastruc-
ture and community facilities], and provide 23,900 construction material loans
(FICAM); (ii) to undertake an experimental squatter upgrading in Recife
(Pernambuco) for about 7,200 families; and (iii) support the construction of
selected PROFILURB lots (up to a total of 10,000 lots) in States outside the
three COHABs. The estimated cost of the project was US$265.7 million, of
which US$61.5 million would be foreign exchange (almost all indirect). The
Bank agreed to finance up to 35Z of expenditures for eligible subprojects,
BNH, having refused Bank financing, would finance the entire technical assis-
tance program. The project was expected to be completed by December 31, 1983
and this date was set as the Closing Date. COHABs were responsible for
subproject preparation up to detailed engineering, tendering and direct
supervision of construction. They were also responsible for complementary
activities such as selection, orientation, and community development assis-
tance, as well as administration of loans to beneficiaries. The construction
of infrastructure and community facilities and related financing would be the
responsibility of the States and municipalities. COHAB shelter subprojects
eligible for Bank financing would be selected on the basis of the following
criteria: (i) they should form part of the agreed 1979-1981 investment pro-
gram; (ii) they should be affordable to the target population; (iii) they
should have efficient design; and (iv) they should be economically viable.
Disbursements of the Bank loan to BNH would be made on presentation of the
loan contract between BNH and the COHAB, and a BNH document certifying that
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BNH had disbursed to the COHAB for the expenditure of a given subproject.
Community facilities and infrastructure subprojects were only eligible for
Bank financing if they benefited shelter subprojects eligible under the agreed
shelter criteria.

III. PROJECT IMPLEMENTATION

14. In March 1979, following a change in Government at Federal, State,
and Local levels, new Presidents and Boards of Directors were appointed to
BNH, COHAB-PE (Pernambuco) and URBIS (Bahia). There was no change in the
management of COHAB-SP (Sao Paulo). The changes at the Federal level brought
about widespread reorganization in BNH which, contrary to the optimistic view
expressed by a Bank mission of May 1979, had a negative impact on the Bank-
financed project. Key (COS)l/ staff, who had been made responsible for the
coordination of the Bank-financed Project, were transferred to a newly created
department to administer the new, widely publicized, PROMORAR upgrading
program, which had been introduced by the Minister of the Interior. The
remaining COS staff were overworked, and were suffering from low morale;
furthermore it was generally believed that the then ongoing programs would
suffer, because of the conflicting and overlapping objectives of the old and
new programs.

15. The first signs that a change might be required in the project came
during the initial supervision mission to COHAB-PE in May 1979. The new
administration in Recife, considered that the squatter upgrading component at
Jiquia-Remedios for 7,200 families was too large as a pilot scheme, and the
willingness of the local population to participate had not been determined.
It was proposed that the project be substituted by one or two squatter upgrad-
ing projects, of a smaller size, and with extensive community participation.
The Bank agreed that this line of approach should be developed. The Jiquia-
Remedios component of -the project was subsequently substituted by two other
components. (See para. 22.)

16. The confusion in BNH's organization continued to be reported by
successive Bank supervision missions. However, an April 1980 mission reported
that inadequate attention was being given to the project by BNH, the Project
working group was not functioning, a flow of projects for Bank financing was
not being assured, no disbursements had been made, quarterly reports were not
being produced, progress on the provision of shelter units in States, other
than the three principal COHABs, was negligible, and the technical assistance
program was not being carried out satisfactorily. There was a lack of defini-
tion of responsibility for the Project. BNH headquarters and BNH's regional
offices reportedly were adopting a laissez-faire attitude which was resulting
in (a) failure to emphasize to the COHABs the importance of the Bank project,
and (b) any systematic form of follow-up or project control. At the same time
it was considered that the CORABs were performing reasonably well on their
overall housing programs, and since they were relatively isolated from the

11 Social Operations Directorate (COS).
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Bank project, the successful completion and the meeting of targets, was likely
to be the result more of an overall improvement in performance, rather than an
explicit commitment to execute the Bank project.

17. The audit was given an explanation of BNH's views at that time.

BNH was committed to a very large country-wide housing program towards which

the Bank's contribution, being very small, was judged to be of little impor-

tance; the Bank loan was probably about 1-2% of the overall program. At the

time the loan was made, BNH staff considered that they were managing the
program well and that the Bank was not needed -- the Bank loan was regarded as

an imposition from outside -- and to change established routines to meet Bank
requirements for such a small contribution was not justified. While personal

relations with Bank staff were generally good, Bank missions were regarded as

"a nuisance" and "sighs of relief' were expressed when they departed the

country. This already unsatisfactory attitude, was later exacerbated by poor

morale arising from the widespread changes after March 1979; some of the new
measures were regarded unfavorably by BNH staff, since they were considered
as having political overtones. The establishing of units to deal with the
new social programs had caused serious staffing problems. Staff remaining in
the old units were overworked and new recruited staff did not understand the
Bank loan. Internal and external reporting relating to the Bank loan in-
creased the work load. The Department of the Ministry of the Interior, which
controlled external loans, would not accept the reports sent to the Bank in
the form presented, and also required information on the Bank loan which
varied from that sent to the Bank. Reports sent to the Bank also involved

several BNH departments, and delays were incurred because of the existing

excess of work and the difficulty in preparing and coordinating the informa-

tion.

18. In November 1980 a supervision mission confirmed doubts, previously
feared, that the COHABs and BNH would not be able to meet the targets expected
from the Project. The target of 61,300 shelter units was expected to be only
50% met. Only 1% of the FICAM housing construction loans had been approved
and the program was currently inactive and not likely to be reactivated. The
following reasons were reported for this situation:

(i) There was a growing feeling in the COHABs and BNH that the serviced
site was not the appropriate solution in most urban situations.

(ii) Poor families needed an embryo starter unit so that they could move
on to a serviced site and begin construction.

(iii) Consolidation of lots required extensive transport costs, and the

families had to pay for their current accommodation and also for
the lot while they built the house.

(iv) The cost of an embryo unit was very similar to the cost of a ser-
viced lot plus a FICAM construction loan.

(v) The new PROMORAR program, the basic philosophy of which was to

grant security of tenure to inhabitants of squatter areas, and to
improve their environmental conditions through the provision of
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infrastructure and services, competed with the urbanized lot program

(PROFILURB). PROMORAR gave greater emphasis to the preservation of

existing communities and minimized population displacement; it also

had slightly better financial conditions.

(vi) BNH's new administration had done little to promote the concepts

of PROFILURB and FICAM.

19. The original forecasts were over-optimistic. The Audit found that

in Sao Paulo, because of the high cost of lots, both the sites and services

(PROFILURB), and the construction material (FICAM) programs had not been

accepted by the public. In Pernambuco, PROFILURB had not been a success and,

administratively, was considered costly; FICAM had, however, been accepted and

2,300 loans had been financed by the Bank and BNH; numerous dwellings which

had been successfully improved were visited during the Audit. In Bahia,

PROFILURB had been unsuccessful in the municipality of Salvador, but had been

reasonably well received outside. There was a general preference for a lot

with an embryo in Bahia; and although about 2,400 FICAM loans had been made,

none of which had been financed by the Bank, the view was expressed that the

FICAM program had not been well directed. Reportedly, BNH had received

instructions from the new Minister of the Interior to concentrate investment

on finished dwellings, and consequently the PROFILURB and FICAM programs had

been brought to a halt. A claim that BNH's new administration had done little

to promote the PROFILURB and FICAM programs would therefore seem to be cor-

rect. BNH had unofficially revoked those programs. This was a clear

demonstration of the susceptibility of the housing subsector (and the Bank

Project) to political change.

20. The November 1980 mission also reported that, because of the overall

deteriorating economic conditions in Brazil, and the heavy demands for

finance, BNH was having cash flow problems and commented:

"... the financial situation in BNH has resulted in greater aware-

ness of Bank projects. For the first time, the mission detected a

willingness both to admit that problems exist with this project and

also to discuss possible solutions. The Director of the Social

Operations Directorate (DINAS) has instructed his staff to develop

proposals for meeting Bank targets. These proposals were discussed

with the mission ... "

21. Four basic options for correcting the situation had been discussed

with that mission:

(i) Continue under the existing rules and cancel that part of the loan

that could not bc absorbed (estimated at US$40 million).

(ii) Continue under existing rules but extend the project scope beyond

COHAB-SP, COHAB-PE and URBIS.
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(iii) Change the rules to admit that houses up to 300 UPC 2/ were affor-

dable to the same population. Stay with COHAB-SP, COHAB-PE and

URBIS and cancel that part of the loan that could not be absorbed;

(iv) Change the rules as in (iii) and make the project available to the

whole country. This would absorb the loan and enable quick

disbursement.

Since it was deemed not to be in the interest of either BNH or the Bank, to

cancel the loan, BNH was asked to submit proposals for restructuring the loan

on the basis that: (a) the basic objectives of the loan would be maintained;

(b) any changes in the criteria for project selection would have to be strong-

ly justified; and (c) adequate systems would have to be developed for sub-

project review, selection, supervision and for reporting in project progress.

22. BNH submitted proposals on June 23, 1981, following which the under-

mentioned changes were made in the Project:

(i) Finished houses were substituted for urbanized lots.

(ii) The materials loans program (FICAM) was reduced.

(iii) The amount for infrastructure was increased.

(iv) The upgrading component at Jiquia-Remedios in Recife for 7,200

families was substituted by slum upgrading projects at Brasilia-

Teimosa in Recife, and at the Camarugibe River basin in Salvador.

(After the change in Government, COHAB-PE and the Metropolitan

Planning Agency FIDEM had proved unable to develop the original

project.)

The Bank had already accepted that PROMORAR projects would be eligible under

the Project, since they were an alternative method of providing urban and

housing services to the population earning less than three minimum salaries,

and a large number of these projects were included in the BNH proposal.

21 Monetary Correction. From July 1964 major banking liabilities and assets

were subject to monetary correction, using a Ministry of Finance index.

Within the BNH-SFH system, the indexation led to the adoption of a new

accounting unit, the standard capital unit (UPC), which was revalued

every quarter using the index. Major BNH liabilities and assets (includ-

ing the loan portfolio) were denominated in UPC.
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23. A comparison of the targets of the amended project with those of

the original project is as follows:
PROJECT

ORIGINAL AMENDED

Dwelling Units 61,300 62,812
Material Loans 23,800 3,000
Slum Upgrading (Families) 7,200 22,273

In dollar terms the revised estimated cost of the project (US$265.9 million)

showed little change from the estimated cost of the original project (US$265.7

million). The main switch of funds was away from Sao Paulo (23% as compared

with 38% of the total project cost) and Pernambuco (37! as compared with 44%)

to Bahia (23% as compared with 10%) and to other COHABs (14! as compared with

8%). Increasing the participation of COHABs outside Sao Paulo, Pernambuco,

and Bahia, resulted in further fragmentation of the project and away from the

original concept of the project, which was to maximize the Bank's impact in

the three COHABs (Issues Paper, July 13, 1978). The Loan Agreement was

amended on August 5, 1981 to take into account the changes.

24. Supervision missions in February and May/June 1982 reported improve-

ment in commitments; and the latter mission reported that with the exception

of the Salvador slum clearance component the entire loan had been committed,

and all projects would be completed to meet the December 31, 1983 disbursement

deadline. It was concluded that the changes introduced in the project had

had a salutary effect on project execution, and the execution phase was

expected to proceed more smoothly than the initial commitment phase.

25. In October 1982, the effects of the rapid devaluation of the

Cruzeiro in relation to the US dollar began to show up in the disbursements of

the Bank loan; it was estimated that 20-30% of the value of commitments was

lost during the 60-90 day period that lapsed between the date BNH disbursed

to the COHABs and the date it received reimbursement from the Bank. Although

disbursements had improved, and were in line with the schedule for the revised

project, the short-fall in US dollar commitments made it likely that an

extension of the closing date of the loan would be necessary. Accordingly,

BNH was requested to submit additional subprojects, within the loan criteria,
which might be considered for financing by the Bank.

26. To facilitate and accelerate disbursement, a Special Account for the

project was opened with the Central Bank of Brazil in December 1983. At that

time the undisbursed balance of the loan was US$22 million, and in response to

the request from BNH, and to assist Brazil, the Bank agreed, under a Special

Action Program, that the undisbursed balance would be used to finance selected

subprojects, compatible with the goals of the original project (low cost,

upgrading, finished, and semi-finished dwellings), consisting of works already

initiated, but stopped because of Brazil's financial problems, and which could

be completed by December 31, 1984; retroactive financing would be limited to
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costs incurred after July 1, 1983. The Bank also agreed to increase the
financing from 35% to 50% of subproject costs (BNH had requested 80%), how-
ever, it would not refinance works for which payments had already been made.
Subprojects which could not be completed within the specified time would be
excluded. Finally, the closing date of the loan was extended one year to
December 31, 1984.

27. The loan was fully disbursed on July 8, 1985. The revision of the
Project resulted in the number of States participating in the project being
increased to 15; and 451 of the estimated final cost of the project being
invested in subprojects outside the COHAB-SP, COHAB-PE, and URBIS, as compared
with 8% estimated at appraisal time; with the changes the original Project
Loan had become a Sector Program Loan.

28. A comparison of the completed project with that originally appraised
is difficult because of the changes made in the mix of programs in which the
Bank participated, and the influence which the devaluation of the Cruzeiro had
on the number of subprojects in which the Bank could participate, which in
turn determined the final size of the Project. The decision to move out of
sites and services (PROFILURB) subprojects in Sao Paulo and reduce construc-
tion material loans (FICAM) subprojects, together with the effect of the
devaluation of the Cruzeiro resulted in the Bank participating in the financ-
ing of a larger number of dwelling units than had been estimated at appraisal
(see PCR, Annex 1, Table 1). The Audit, however, makes special mention of the
following:

(M) The decision to substitute the original squatter upgrading
project for 7,200 families in Recife, by other upgrading
projects in Recife, and Salvador, was a very successful move.
More than 100,000 inhabitants in those cities benefited from
the change.

(ii) In Sao Paulo, owing to the bankruptcy of the contractor,
1,400 of 5,040 dwelling units of the Itapavi subproject have
still to be completed. Measures are being taken to resolve
the problem (the amount disbursed by the Bank on this sub-
project was US$7.5 million).

(iii) In Recife, because of poor location, the Jardim Monte Verde
subproject, although inhabited, has been plagued with land
erosion (the amount disbursed by the Bank on this subproject
was US$0.5 million).

(iv) In Salvador, the Bank-financed sites and services (lots) sub-
program was unsuccessful and numerous serviced lots were
observed to be undeveloped because of lack of funds.
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IV. DISBURSEMENTS

29. Loan disbursement lagged significantly throughout the implementation

period, so much so that the commitment fees on the loan totalled US$2.6 mil-

lion. Initial disbursement delays were caused by a two-month delay in effec-

tiveness, confusion of responsibility, the need to modify the loan agreement

to enable the intended percentage of costs to be disbursed and to correct a

misunderstanding on the eligibility for disbursement. Subsequently, disburse-

ment was delayed by the inability of the CORABs to meet over-optimistic

appraisal targets, and by the devaluation of the Cruzeiro.

V. PROJECT COSTS AND FINANCING

30. Annex 1, Table 1 of the PCR, which was compiled from the disburse-

ment schedules of BNH, indicates the final total cost of the project to be

UPC 46.0 million, equivalent to about US$368.0 million at the rate of exchange

as of December 31, 1984. The estimated cost of the project at appraisal was

UPC 18.0 (US$265.7) million. The increase in total costs can be attributed to

the greater number of projects in which the Bank was able to participate

because of the devaluation of the Cruzeiro. An inspection of the disburse-

ment schedules during the Audit showed numerous variations in the ratios of

Bank disbursement to BNH disbursement. The Audit was informed that BNH had

made late disbursements on subprojects which could not be submitted for Bank

financing; this was particularly noticeable in the schedules for COHAB-PE and

COHAB-SP. During the Audit random tests covering about 20,000 dwelling units

in Sao Paulo, Recife and Salvador in which Bank financing was involved, showed

that about 85% of the units had been constructed at costs affordable to

families with monthly incomes not exceeding the Bank's target of three monthly

salaries. Two projects, Jardim Sao Paulo (600 units) and Jardim Sapopemba

(2,280 units), both in Sao Paulo, required 3.49 and 4.51 minimum salaries,

respectively. To be conclusive, a more detailed analysis covering all sub-

projects would be necessary.

VI. TECHNICAL ASSISTANCE

31. The project included a comprehensive technical assistance program

which was intended to support and complement the ongoing programs of BNH's

Research Department and Technical Assistance Division. The proposed program,

which was financed entirely by BNH, was to have been executed by BNH staff,

national firms and experts, and universities. It was hoped that through

technical assistance, BNH would provide leadership for the COHABs, and in-

itiate programs for (i) improving COHAB management; (ii) financial management;

(iii) promoting lower costs solutions for the PLANHAP program; (iv) lowering

design standards and costs of infrastructure and community facilities; (v)

designing operating manuals to assist COHABs and final beneficiaries in the

implementation of PROFILURB and FICAM programs; (vi) squatter upgrading; (vii)

monitoring and evaluation; and (viii) training of COHAB personnel.
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32. As early as June 1980 Bank staff reported that, although a new
training program had been designed, the COHABs were not receiving the techni-
cal assistance support and leadership from BNH which was intended under the
Loan Agreement. Key staff who were capable of carrying out the program had
been transferred to other duties under the BNH reorganization. With the need
to give close attention to the physical aspects of operations, the technical
assistance program does not appear to have been given the attention which was
warranted. A revised accounting manual was issued to the COHABs, and some
short-term training in management, accounting, and engineering was given under
the auspices of the Association of Brazilian COHABs (ABC); however, because of
resource constraints and changing priorities, specific studies which were
outlined in the Loan Agreement, and particularly those relating to the
strengthening of financial management, were not carried out. On the basis of
the visit to COHAB-PE and URBIS, the Audit can only conclude that any benefits
that may have been derived from the program, are unlikely to have been sus-
tained.

VII. INSTITUTIONAL PERFORMANCE

33. BNH. For reasons which have been explained in this report, BNH
showed limited commitment to the Bank-financed Project. This attitude, which
was exacerbated by strain on the staff by the management, organizational, and
program changes which were made at BNH in 1979, following the change in
Government, also had a negative impact on the implementation of the Bank-
financed Project. The disbursement delays which occurred proved costly in
commitment fees. However, the lag in disbursements was not entirely due to
the administrative process; the files indicate that there may have been over-
estimation in the project components at the time of appraisal by both Bank and
BNH staff.

34. Faced with the need to revise the project in its early stages, and
then later, to find a solution for lagging disbursements, BNH, in cooperation
with Bank staff, came forward with solutions which eventually enabled the
disbursement of the loan to be completed, and the Bank to participate in the
financing of a larger number of dwelling units than had been forecast at
appraisal time. However, there were other aspects of the Project which BNH
was unable to fulfill. The technical assistance program as originally con-
ceived was only partially implemented. Bank style economic analysis was never
accepted. Reporting throughout the implementation, despite Bank staff efforts
to provide guidance, never fully met the requirements of the Bank, and only in
April 1983 was there any significant improvement in reporting. Finally, BNH
failed to contribute to the preparation of the PCR. BNH had agreed with the
Bank in March 1986 that the Project Completion Report would be jointly pre-
pared by BNH and the Bank, and a draft outline of the work assignments was
sent to BNH on April 3, 1986. However, despite a mission to Brazil in June
1986 to discuss a draft PCR, the report eventually had to be prepared by Bank
staff with assistance from a consultant. This is to be regretted because the
lack of input by BNH staff depreciates the value of the PCR, particularly
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since the Audit found that some of the views expressed in the PCR were not

entirely shared by officials in Brazil.

COHABs

35. The anxiety of BNH and the Bank to disburse the loan resulted in a

sudden extension of the Project by means of the aforementioned amendment of

December 12, 1983, and housing agencies located in an additional 12 States,

became involved in the Project. This final change considerably weakened the

control of the Project. There is no evidence in the files of any evaluation

being made of the capability of the added agencies to analyze contracts

submitted to BNH for financing, and the Audit was unable to obtain confirma-

tion that the subprojects had been sufficiently analyzed before being

financed. Since the agencies had not been supervised, there is also no record

of their performance.

36. Given the large size of their development programs and the cir-

cumstances and conditions under which they were operating (political change,
deteriorating economic conditions, and financial difficulties), the performan-

ces of COHAB-SP, COHAB-PE and URBIS had, in general, been good. Although

project reporting had been poor, COHAB staff had cooperated well with Bank

staff. The Audit showed that, in general, they had appreciated Bank staff

involvement, particularly at the appraisal phase, and had wished there had

been closer involvement afterwards. A view was expressed in COHAB-SP that the

Bank should have accompanied the physical implementation of the project more

closely.

37. All three COHABs had suffered delays in their construction programs

because of the lack of coordination, and failure by the responsible agencies

to promptly execute the construction of infrastructure and community services;

those failures show non-compliance with Section 6.07 of the Loan Agreement.

As the PCR explains, the quality of subproject construction varied. The two

COHABs and the municipalities involved, benefited from the innovative methods

used in the slum upgrading in the Brasilia-Teimosa and Camarugibe River Basin

components, and this experience should be invaluable in the next phase of

development of the latter component. The Audit found that all three COHABs

were acutely aware of the need for innovation to reduce costs, and to help

solve the huge problems with which they are confronted; however, because of

regional differences the approach in each agency is different. COHAB-SP, in

cooperation with the National Construction Industry, is presently undertaking

a large scale experiment in apartment dwelling design and construction,

through the use of industrial systems employing prefabricated metal, and

reinforced concrete components (See Annex 1). COHAB-PE and URBIS are equally

committed to innovation but on a less grandiose scale; COHAB-PE is presently

studying three new dwelling prototypes and is setting up a large "Materials

Bank" for an ambitious self-help program. The Audit showed the existence of a

communication gap between COHABs on innovation, and it was suggested to the

Housing Director of CEF that this might be remedied through the medium of the

Association of Brazilian COHABs (ABC).

38. The lack of continuity in management, because of political change,

has been, and continues to be, a serious problem in most COHABs in Brazil.
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Experience has shown that where there has been continuity of good management,
CORABs have been in better condition to meet their sectoral obligations; this
was clearly seen in CORAB-SP, where the organization had benefited from a

reasonable period of stability in senior management. CORAB-PE and URBIS in

particular, have suffered from a lack of managerial continuity, and conse-

quently from considerable political interference. The internal organization

in these agencies has obviously not accompanied their rapid physical growth,
and they have managerial, organizational, staffing and serious financial

problems. Internal control is weak and there is no internal audit. Account-

ing, financial management, and financial planning, particularly need improve-
ment; COHAB-PE does not have an accurate record of the amounts owing to it by

its borrowers, and financial accounts are unreliable. The benefits of any
technical assistance which may have been given under the Project in the fields
of general management, financial management, and training, have not been

sustained. The Audit found COHAB-PE and URBIS to be are in need of an exten-
sive program of technical assistance and staff training.

VIII. FINANCIAL PERFORMANCE

39. BNH. In the initial stages of the Project BNH had a very sound

financial position; and the National Employment Guarantee Fund (FGTS), the
Savings and Loans Banks, and loan repayments provided all the funds required

to meet the needs of BNH's various programs.

40. The changes in housing policy in 1979, which included new programs

for housing the low-income population and financial incentives for the con-
struction of low-cost housing, caused a large increase in the demand on BNH's

resources. The high demand for housing loans, and the deterioration in
Brazil's overall economic position, began to be reflected in BNH's cash flow,

and in September 1980, after a temporary suspension of approvals for housing

loans, BNH was obliged to cut back its lending program. At the same time BNH

adopted a stricter disbursement policy which caused a deterioration in the

working capital of the CORABs. Meanwhile, the continuous inflation, which

increased from 45% per year in 1979 to 100% in 1982, was causing serious
erosion in family incomes, so much so, that in 1983, thousands of COHAB

borrowers staged a "rent strike" and stopped paying their "indexed" install-

ments to the COHABs. In this chaotic situation, the CORABs were obliged to

suspend their debt service payments to BNH, and eventually the latter had to

reschedule COHAB debt. Since BNH's loans to the CORABs were guaranteed by

the State Governments, BNH did not suffer any loss; however, some losses on
low-income housing had to be passed on to the States. In line with the

continued deterioration of the country's economic situation, BNH's assistance

to the housing subsector showed serious annual decline after 1981 until the
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Agency's demise in 1986. This is demonstrated by the following table which
shows BNH's loans to COHAB-SP over the period 1981-1986:

YEAR UPC (millions)
1981 11.0

1982 9.4

1983 7.1

1984 2.7

1985 1.7

1986 0.3

41. BNH ceased to exist in November 1986 and its responsibilities were
taken over by CEF. Bank missions evaluated the financial, institutional,
technical and administrative capabilities of CEF and concluded that CEF would
be able to assume the responsibilities transferred from BNH, provided that
certain actions were taken related to avoiding potential losses to CEF from
the BNH merger. A Loan Assumption Agreement and Supplementary Guarantee
Agreement became effective on December 11, 1987. CEF reported to the Audit
that, except for a few delays, COHABs are currently meeting their debt service
commitments.

COHABs

42. Although the three COHABs experienced unprecedented physical growth
during the implementation period of the Project, their financial performance
has generally been unsatisfactory, and considerable financial support had to

be provided by the State Governments to the COHABs to cover their annual
deficits and enable them to meet their obligations. Financial performance,
though poor, varied among the COHABs. Operating solely in a metropolitan
area, COHAB-SP had the advantage of economies of scale (subprojects from
COHAB-SP sometimes contained triple the units included in subprojects from
COHAB-PE and URBIS); the larger projects in Sao Paulo required relatively
fewer personnel for planning and supervision, and the shorter communications
resulted in lower administration costs. COHAB-PE and URBIS on the other

hand, had statewide responsibilities and were required to undertake small
projects in the interior. This factor significantly increased overheads in

all phases of operations. The insufficient margins allowed to all COHABs in

terms of interest differential, and planning and supervision fees, also had a
negative influence on operating results.

43. Due to its better initial capitalization, the financial position of
COHAB-SP has been stronger than that of COHAB-PE and URBIS. Nevertheless, all

balance sheets have shown the strain of rapid growth, which has required heavy
borrowing to finance development. All three CORABs have had inadequate
working capital; a situation which was not helped in 1980 by BNH's decision to

disburse against invoices, rather than against contracts, which was formerly
the case. More recently, a preliminary review of the 1987 balance sheets
indicates considerable improvement in COHAB-SP's financial position, however,
COHAB-PE and URBIS have serious problems, with COHAB-PE being in an insolvency

situation. Each COHAB has had, and still has, serious collection problems;
these first became acute in 1983, and 1984, when thousands of householders
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withheld settlement of their dues to the COHABs, because of the effect of

inflation on their family incomes. Arising out of this situation, COHABs were

required to reschedule the debts of their borrowers and large amounts have had

to be declared irrecoverable.

IX. PERFORMANCE OF THE BANK

44. BNH's initial negative attitude towards the Bank, and the subsequent

project changes which followed the changing political scene and deteriorating

economic situation in Brazil, made the implementation of this project extreme-

ly difficult; the files and reports show the project to have been a continuous

struggle for Bank staff from project preparation to the PCR. Overall staff

time on the project at eight man-years has been high. The under-mentioned are

general comments on Bank performance during the project experience:

(i) The urban lot (PROFILURB) and construction materials loans (FICAM)

forecasts were over-estimated at appraisal; this would seem to have

been due in part to insufficient research being carried out on the

acceptability by the public of the PROFILURB/FICAM combination.

(ii) The housing subsector programs in Brazil are politically, highly

sensitive. Although difficult to assess at the time, the risks of

changes in the project from political influences do not appear to

have been considered during appraisal.

(iii) The Bank showed considerable flexibility in adjusting the project

to the needs of the subsector as the operation progressed. This was

shown by the substitution of the Jiquia-Teimosa slum upgrading

component, by the Brasilia-Teimosa and Camarugibe River Basin

components; the move out of the PROFILURB/FICAM subprograms, the

acceptance of PROMORAR projects; and finally the extension of the

project to the uncompleted works of COHABs, outside COHAB-SP, COHAB-

PE, and URBIS.

(iv) Bank supervision suffered in effectiveness because of the great

amount of staff time which had to be devoted to changing the com-

ponents of the project, and in ensuring an adequate pipeline for

disbursing the loan. Poor reporting by BNH and the COHABs, both on

technical and financial aspects also rendered supervision less

effective. Financial supervision was particularly weak in the later

stages of the project and serious financial supervision seems to

have stopped after February 1982.

(v) The widening of the project in 1983 weakened control, and the

capability of the "added" COHABs to analyze the projects submitted

for financing was never evaluated, neither was there any supervision

of their performance.
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(vi) Bank staff were never able to have BNH fully implement the agreed

technical assistance program. The failure to implement the program

is regrettable given the extensive technical assistance needs of the

COHABs.

X. CONCLUSIONS

Overall Assessment

45. The overall objective of the Bank's lending strategy to Brazil was

to provide part of a very large volume of medium- and long-term capital

inflows that Brazil needed to sustain its rapid growth and achieve its employ-

ment creation and regional development. The US$93 million loan which financed

the project contributed to that objective, and also enabled the Bank to make a

financial contribution, albeit small, to the development of the large low-

income housing subsector; in this respect the last US$22 million of the loan

to be disbursed proved to be an important contribution towards financing the

completion of dwelling units, the construction of which had been halted

because of Brazil's financial problems.

46. However the Bank was never able to make the impact on the sector as

was expected at appraisal; although there were some positive aspects to the

project, (e.g., the Recife and Salvador slum upgrading components) this

operation, which proved to be difficult, was not entirely satisfactory for the

following reasons:

(a) Due to over-estimation at appraisal, influences from political

changes and from the deterioration of the economic situation in

Brazil, the physical components of the project, as originally

conceived, could not be implemented. BNH also failed to fully

implement the important technical assistance component.

(b) BNH was never totally committed to the project, although as Brazil's

economic and financial situation deteriorated, BNH gave greater

importance to the loan. The difficulties which the Bank experienced

in this operation, because of the lack of commitment on the part of

the Borrower, should be a lesson.

(c) As a first project in a very large subsector the project was too

ambitious. The Bank sought to maximize its impact on the sector by

limiting the operation to three COHABs (COHAB-SP, COHAB-PE and

URBIS), however, as the reports and files show, Bank staff resour-

ces, even on the basis of the original project, were seen to have

been over-extended; a smaller project, limited to one COHAB, probab-

ly COHAB-PE, may therefore have produced a better experience.

Sustainability

47. The main benefits from the project are those which accrued to the

beneficiaries of the dwelling units in the form of safer, and better living

and health conditions. The sustainability of these benefits will depend on
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the ability of the householders to satisfactorily maintain or, in the case of
serviced lots, complete the structures, and to maintain pride in their dwell-
ings and accept the community living, as provided. Without adequate care and
maintenance of the dwelling units, the areas on which they have been con-
structed could become future "favelas." Any benefits from the uncompleted
technical assistance component of the project are unlikely to have been
sustained.

Lessons Learned

48. The lesson to be learned from this project, is that when the Bank
enters into an operation with an unwilling Borrower, in a sector which is
highly susceptible to political change, and with little leverage, the chances
for success are limited.
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PROJECT COMPLETION REPORT

BRAZIL

SITES AND SERVICES AND LOW-COST HOUSING PROJECT
Loan 1654-BR

I. INTRODUCTION

1. Background

1.01 Brazil's urbanization over the last 30 years has been characteriz-
ed by rapid growth, large absolute size of urban population and geographical
imbalance. Between 1950-70, the urban population grew at an annual rate of
5.5% compared to a total population growth rate of 2.9%. The urban popula-
tion, by the standard international definition of 20,000 or more inhabi-
tants, almost tripled. While the national population more than doubled,
from 52 million in 1950 to 119 million in 1980, the urban population more
than quadrupled, from 19 million to 80 million. The urban population is
concentrated mainly along the coastal areas particularly in the southeast
(Rio de Janeiro and Sao Paulo Metropolitan areas) where almost 40% of the
urban population live.1/ The current rate of growth is estimated at 4.5%
per annum and by 1990, is expected to slow down to 4%.

1.02 The official housing policy had been initiated in 1964 with the
creation of the Housing Finance System (SFH) and the National Housing Bank
(Banco Nacional da Habitacao-BNH). By the time the National Commission on
Urban Policy (CNDU) and the National Fund for Urban Development were creat-
ed in 1975, BNR and related agencies had already established strong policy
guidelines and working procedures and controlled about 70% of the public
investment resources in the urban sector. The financial resources of BNH
were provided by government transfers mainly from the Fondo de Garantia do
Tempo de Servico (FGTS) - a salary tax. By December 31, 1984, BNH assets
totalled about US$12.0 billion with a staff of 6,500. In addition to BNH,
since 1964, the Brazilian Savings and Loan System (Sistema Brasileiro de
Poupanca and Emprestimo - SBPE) has provided financing for about 1.8 mil-
lion units benefitting mainly groups of above 10 minimum salaries. The
combination of BNH and SBPE were estimated to have benefitted about 22 mil-
lion people or 23% of the 1984 urban population, of which BNH contributed
about 60%. The BNH program attempted to ensure financial viability of the
housing sector through mortgage financing while promoting home ownership,
especially among the low-income population. Local entities, the State and
Municipal Housing Corporations (CORABs), were created with the capacity to
plan, design and execute large-scale housing operations. To ensure the
flow of funds to low-income families, BNH and the COHABs created a system
of cross-subsidies and incentives. An effort was made, as well, to devise
low-cost shelter solutions to expand the number of low-income families with
access to the housing market.

1/ Nine metropolitan areas were designated in Brazil: Porto Alegre and
Curitibas in the south; Belo Horizonte in the Center, Rio de Janeiero
and Sao Paulo in the south; Salvador, Recife and Fortaleza in the
Northeast and Belem in the North.
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1.03 This Project Completion Report is based on information contained

in the SAR 2197-BR, dated January 3, 1979, and the review of the Bank files

which included supervision and progress reports of the project. A supervi-

sion mission visited Brazil in July 1986, to obtain additional informa-

tion. The report was prepared by Edward Echeverria with assistance from

Gerson Simoes Monteiro (Consultant).

II. PROJECT IDENTIFICATION, PREPARATION AND APPRAISAL

Identification and Preparation

2.01 During the first decade of operations (1964-1974) BNI, under the

Ministry of Interior, financed over 1 million dwelling units of which 25%

were low-income subsidized dwellings. As they approached the second decade,
BNH was studying several new enlarged programs to reduce the housing deficit

as well as to neet the new housing demand. The identification mission to

BNH, in late 1974, reported an advanced stage of preparation of a new Na-

tional Program of Sites and Services and slum improvement (PROFILURB) for

which they wanted the Bank to consider supporting through sector lending.
The Bank expressed interest in participating; however, the preparation mis-

sion of June 1975 reported that BNR no longer wanted financial assistance.

They were only interested in technical assistance through occasional visits

and exchanged information. Because of the risks inherent in implementing a

new program nationwide, BNH preferred to finance the trial stage with its

own funds. In July 1977, BNH requested possible assistance for project
financing within the National Plan for Low-Cost Housing (PLANHAP) which the

Bank agreed to consider based on further study of the detailed program. On

receipt of the detailed PLANHAP program in January 1978, the Bank agreed to

participate in a program that would be geographically specific in scope
with an adequate housing mix.

2.02 The institutional focus of the project would have specific goals

and strategies for BNR and the State COHABs. In addition, the financial

issues such as on-lending and cost recovery were to be resolved. Based on

the analysis of their management and implementation capacities, the COHABs

of Metropolitan Sao Paulo, Bahia, and Pernambuco were selected for a slice

of the PLANHAP and PROFILURB programs. In addition, funds for selected

PROFILURB subprojects outside of the three states would be included along

with technical assistance.

Project Appraisal

2.03 In May 1978, the Bank sent the Appraisal mission with the primary

objective of promoting elements of the PLANHAP program aimed at the urban

poor, in particular the PROFILURB sites and services and house improvement

and material loans (FICAM) programs. Specific segments of the 1979-1981

PLANHAP programs were selected in the three COHABs under the CONSO Low-

cost Housing and the PROFILURB sites and services as well as upgrading

mortgage portfolios. Special attention was given to the institutional

development of the CORABs in order to strengthen their overall management
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and delivery capacities. Considerable time was spent in adjusting the pro-
ject mix of housing types for different income levels, squatter upgrading,
provision of infrastructure, and technical assistance funds. Initially,
the BNH program was limited to final beneficiaries who were already employ-
ed. (This rule was relaxed later on for the PROFILURB Sites and Services
and Squatter Upgrading programs.) The construction methods were to be
labor intensive. Based on the above, the Board approved on January 23,
1979, the US$93 million loan with a total project cost of US$265.7 million.

2.04 Efficient final project designs were expedited. All subprojects
were analyzed for land utilization, pedestrian and vehicular circulation,
and efficient infrastructure, with maximum possible percentage of land
devoted to public use. Site selections were analyzed for travel distance
to employment opportunities for the final beneficiaries. Proven prototype
designs were scrutinized for efficient space utilization, simplified struc-
tures for labor intensive construction, and future expansions. In a few of
the low-cost walk-up apartment sub-projects, precast reinforced concrete
(RCC) panels were designed to shorten construction time. Similar analysis
was made on the designs of the community facilities - schools, health posts
and markets.

2.05 The technical assistance (TA) program within the BNH Research
Department of the Planning and Technical Assistance Directorate improved
their operational manuals of the COHABs to reflect new reporting require-
ments and to make them more useful tools for management control. Improve-
ments in the overall management of the COHABs, raising the qualifications of
the staff, and strengthening management continuity all formed part of the
project. Through TA, the project sought to lower design standards and
infrastructure costs with a program of incentives to the COHABs.

III. PROJECT IMPLEMENTATION

Effectiveness

3.01 Loan effectiveness was delayed due to the changes in Government
at the Federal, State and Municipal levels. While this caused temporary
delays, the changes resulted in greatly improved management teams at the
State COHAB and municipal levels which in turn accelerate project implemen-
tation. In May 1979, a new Department was created on a national scale for
the Program of Substandard Housing Eradication and Social Emergencies
(CESHE), with the PROMORAR (Eradication for Substandard Dwellings), to ur-
banize squatter colonies and upgrade slums. Since eligibility was limited
to families earning less than 3 minimum salaries, these Programs were of

great interest to the Bank. The basic concept was to provide security of
land tenure and improve their environment through provision of infrastruc-
ture and services. PROMORAR emphasized the preservation of existing commu-
nities with the minimum of population displacement. This process implied
extensive community participation in the planning, design and implementa-
tion, Changes in the project were made at a later date (para. 3.02) to
include this program.
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Sites and Services Problems

3.02 By the end of 1980, the BNR1 and the CORABs were having great
difficulties in promoting the sites and services program (PRUFILURB). Many

of the completed projects, not financed by the Bank, were unoccupied for

several reasons. The sites, especially in the metropolitan areas, were

poorly located - remote from existing employment centers, social services,
and adequate transportation. The cost of an urbanized lot was relatively

high so the families that could afford it chose other alternatives. It was

unrealistic to think that a head of household could find time after work to

organize the delivery of construction materials and work on his new house

located many kms. away with no public transportation easily available.

Furthermore, he ran the risk of having his material stolen. Only where the

sites were close at hand was there an incentive to build. In the final

analysis, the self-help shelter solutions cost the beneficiary more than a

finished "embryo" unit of 24 m 2 on an urbanized lot built by contractor.

The individual, in most cases, had to make a second loan for the construc-

tion materials. In 1981 a high government official, during his inspection

of the COHAB-PE projects in Paulista (outskirts of Recife), remarked that

"I don't want to see any more cemeteries" on looking over 2,000 "wet walls"

of the Sites and Services project with not a single dwelling. Over time,

almost all of the sites and services sub-projects were supplemented with

"embryo" units of 18 to 24 m22/ On August 5, 1981, the Bank agreed to amend

the loan to reflect: (i) substitution of finished houses (embryo) for ur-

banized lots; (ii) reduction in material loans program (FICAM); (iii) in-

crease in infrastructure components; (iv) modification of upgrading to in-

clude specific projects - Brasilia Temosa Recife (Pernambuco) and Salvador

(Bahia); and (v) re-allocation of proceeds of the loan.

3.03 The combination of delays in implementation, inflation and ero-

sion of the value of the CR$ to the US$ dollar in 1982-83 (lack of counter-

part funds) resulted in BNH's request to extend the closing date, by one

year, until December 31, 1984. In 1984, the closing date was extended and

the number of beneficiaries were increased along with the number of pro-

jects which were approved by the Bank. In addition, the SAR implementation

schedule was over optimistic in resolving the management and organizational

changes that occurred with the change in Government, but, as noted above,
this resulted in a stronger management team.

Innovations

3.04 Several innovative construction techniques were financed. In the

Camarugibe River Basin slum upgrading, Salvador-Bahia, URBIS had started

construction of integrated stairway amd walkways with manageable RCC pre-
cast components, formed by channels set in compacted earth with a slab on

top, making an integral step and walkway and storm drainage channel. With

horizontal as well as vertical flexibility, these elements warped through

the barrios without displacing dwellings, no matter how provisional. This

was a cost effective solution especially for hillsides and gullies. Inno-

vative building construction systems were used in Recife and Salvador

Metropolitan areas; contractors bid successfully on construction of four-

story walk-up apartments using pre-cast RCC panel. One used tilt-up

panels, poured on a slab, while the other built a factory. Unfortunately,

2/ There were several unoccu'ied sites in Salvador, which were reportedly

,art of the Bank Financed )roject.
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the better quality of factory-built panels were more costly and the con-
tractor eventually closed the factory. If he could have expanded his
market, he was confident of becoming competitive by increasing production.

Completed Project

3.05 For Part A - Shelter Solutions, the three Housing Corporations,
COAB-SP, COHAB-PE and URBIS-Bahia, built 59,586 shelter solutions through
their CONSO, CESHE and PROFILURB portfolios - 16% more than the SAR esti-
mates but of a different mix. The COHAB-SP SAR programmed 7,000 solutions
of CONSO/CESHE and 15,500 sites and services while 14,430 solutions of
CONSO/CESHE and only 259 sites and services were produced. The COHAB-PE
SAR programmed 10,000 solutions of CONSO/CESHE and 11,800 sites and ser-
vices solutions while 19,210 and 14,281 respectively were produced. How-
ever, all the sites and services were subsequently supplemented with embryo
units (Annex 1, Table 1). The URBIS-Bahia SAR called for 2,500 CONSO/CESHE
and 4,500 sites and services solutions while 4,286 and 7,120 respectively
were produced. Again, all of the sites and services were supplemented by
embryo units. For Part B - Infrastructure and Community Facilities, CORAB-
SP did not build any since their most urgent needs were completed shelters
for a waiting list of over 100,000 certified low-income families. COHAB-PE
and URBIS-BAHIA exceeded their targets by 10 times and other State COABs
built 8 times the volume of infrastructure as the two original COHABs. The
largest increase came in Part C - Squatter Upgrading, Embryo and Infra-
structure, when other State COHABs responded to their urgent housing short-
age by providing low-cost 35,707 shelter solutions. 3/

Quality of Work Completed

3.06 The quality of work completed varied between the State COHABs.
Many of the pre-cast exterior panels had to be re-caulked to control the
dampness during the rainy season. Site plans were very spartan and lacked
landscaping. The large scale "conjuntos" of 4,000 to 5,000 apartments con-
structed of 4-story blocks in monotonous parallel rows (in the three metro-
politan areas) produced poor living environments. Due, in part, to severe
topographic conditions, they were rarely arranged into social groupings.
In addition, such large monolithic assemblages of a single income group had
little social stratification. Fortunately, BNH has now recognized the
environmental and social deficiencies and has vowed to build no more.
Future projects should be limited to a maximum of 400 to 500 apartments of
any one type, designed with social grouping of 80 to 100 apartments with
net- (site) densities of a maximum of 350 person per ha. to allow for open
space and community facilities. Nevertheless, the shelter solutions pro-
vided an improved living environment at the least cost.

Costs, Disbursement and Procurement

3.07 The final cost of the project was US$460.5 million compared to
the SAR estimate of US$265.7 million. The increase in cost is in direct
proportion to the increase in beneficiaries of direct shelter solutions and
upgraded low-income areas (Annex 1, Table 1). The average unit cost of the
CONSO (standard low-cost apartments) and CESHE (low-cost shelter) ranged

3/ The original slum upgrading component for 7,200 families in Jiquia-Reme-
dios was substituted by the upgrading projects at Brasilia-Temosa in
Recife and at the Camaragibe River Basin in Salvador-benefiting about
9,000 families.
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from US$3,410 to 6,120. The highest costs were in CONAB-SP2/ and the low-

est costs were in COHAB-PE. The lowest cost was due to a greater propor-

tion of CESHE shelter solutions. The sites and services average unit cost

ranged from US$402 to US$2,314 in COHAB-SP and URBIS-BAHIArespectively.
The high cost of URBIS was due to the high cost of land. All costs are

calculated by BNH in UPCs (Standard Capital Units) which is also expressed

in CR$. With the erosion of the value of the CR$ in relation to the US$

due to inflation, the value of the UPC to US$ fell dramatically from US$14

per UPC to US$11.00 in the first semester 1980, with a 2nd fall from

US$10.5 to US$7.6 in the second semester 1983 (see Annex 1, Graph 1). In

US$ value, there was no cost increase due to inflation - in fact, the pro-

ject cost was deflated in the US$ equivalent by about 8%.

3.08 Disbursements were made against civil works as well as construc-

tion materials and some equipment. By the end of 1982, disbursements lagg-

ed by 15 months, (see Annex 1, Graph 2). Due to the financial crisis of

1983/84, the Bank's Structural Adjustment Program (SAP) was introduced,

and, in early 1984, the disbursement percentage was increased from 35% to

50%. In addition, a Special Account of US$6.0 million was established. As

a result, disbursements increased sharply, and the loan was fully disbursed

by July 1985.

3.09 Procurement. Procurement was in accordance with the provisions of

the Loan Agreement and Bank guidelines. The components were sensibly pack-

aged in bidding documents to achieve economies of scale. Most of the con-

tracts were between US$1.0 to US$1.5 million so that local firms could

participate in local competitive bidding procedures. The bid evaluations

were consistently thorough involving over 120 contractors.

IV. INSTITUTIONAL PERFORMANCE AND DEVELOPMENT

Performance of BNH and the COHABs

4.01 Since its creation in 1964 BNH has undergone many institutional

changes to expand the size and scope of its programs. During 1979/83,
several new housing programs were established. The National Program of

Housing for Union Workers (PROSINDI), the Housing Program for Public Ser-

vants (PROHASP), the Housing Program for Public and Private Corporation Em-

ployees (PROHEMP), and Cooperatives (INOCOOP) were organized at the State

COHAB levels with earmarked funds. All of these programs have provided

substantial benefits to employees down to 2.5 minimum salaries. To improve

the land assemblage, the Land Mobilization Directorate was created to ac-

quire land, sufficiently served by infrastructure, that would increase in

value when developed for the benefit of the public. The most significant

change occurred in May 1980 with the creation of the Program for the Era-

dication of Substandard Dwelling (PROtORAR). As a pioneer program the main

objective was to urbanize squatter colonies and to upgrade slums. A com-

pletely new Department in BNH was created to manage this program. Families

in favelas, slums and stilt housing over tidal flats with 3 minimum sala-

ries or less were eligible under the portfolio of Sub-standard Housing Era-

dication and Social Emergencies (CESHE). Monthly payments were 10% of a

minimum salary (US$40) with a 30-year amortization period. While PRQ4ORAR

2/ The standard 50 m2 low-cost apartment in 4-story blocks cost US$6,800.



2g

successfully completed many projects, the total number of shelter improve-

ments fell short of the target.

4.02 In April 1984, to complement PROMORAR, BNH launched a national
program of aided self-help construction (MUTIRAO) in response to: (i) the
SFH crisis of scarce financial resources; (ii) an increase in demand for
shelter for families with less than 2 minimum salaries which, by then, re-

presented the majority of urban population; and (iii) a desire on the part
of low-income families to build their own dwellings. Traditionally, the
poor of Brazil, like other developing nations, have built their own dwell-
ing (no matter how precarious) in spontaneous squatter colonies. It re-
mained for BNH to give direction to their goals and energies. With SFH
vastly reduced resources, housing repayment difficulties, and inflation of
200% per annum, the program was stimulated at the national, regional, and

local municipal levels. Incentives and alternative technologies were
adopted to minimize costs of shelter as well as infrastructure. Improved
TA and training programs were launched so that the poor could have quali-
fied skills to construct not only the housing but infrastructure as well.
Through these changes and through substantially lowering of standards, BNH
has been able to enlarge its programs so that families of one minimum sala-

ry benefitted, with successful cost recovery through cross subsidies.

4.03 In the 20-year period from 1964-1984 BNH financed 4,273,000 dwel-

ling units of which 35% were low-cost subsidized dwellings. During the

previous 26 years (1938-1964) only 138,000 low-cost dwellings were financ-
ed. To accommodate these additional programs, BNH went through additional
reorganizations during which regional offices of BNH were established in
the capital cities of the major states. The shelter benefits had the
greatest impact in the states of the Northeast where proportionally, sub-
standard housing is the greatest. 3 / Initially, this caused delays in pre-

paration of quarterly reports and low disbursement. Training programs were
set up which continue to orient the State CORAB executing agencies.

Bank Group Performance

4.04 The Bank responded favorably to the adoption of the PROMORAR up-
grading program which was designed to preserve the existing social struc-
ture. Bank funds were adjusted to enlarge the CESHE program and adjust-
ments were also made in the sites and services targets to provide embryo
shelter solutions. Considerable fank staff time was required to formalize
these changes. Increased supervision was necessary in 1982 to improve
quality of construction, set up a special account mechanism and assist in
achieving the full commitment of loan funds.

V. FINANCIAL AND ECONOMIC RE-EVALUATION

Sao Paulo, SP Financial Re-Evaluation

5.01 Due to time and budget constraints the re-evaluation was limited
to the COHAB-SP and URBIS-Bahia. COHAB-SP received its principle funds
from BNH through diverse lines of financing for construction and sale of

37 Urban Development in the Northeast Region - Special Sector Report -
1/14/87.
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housing at interest rates varying between 1% and 6% per year with monetary
correction based on the changing value of the UPC. The amortization period

established by BNH varies up to 30 years with a grace period of one year.

The summary of the financial status of COHAB SP is presented in Annex 2,
Tables 1, 2, 3 and 4. COHAB-SP expanded its operations during 1979-84 with

lower interest rates, compared to previous years, and longer amortization

periods. The changes, introduced by BNH after 1979, provided greater

access to financing ownership housing for the lower-income families down to

the 3rd and part of the 2nd deciles. In respect to the total assets, the

number of housing loans increased during the period by 14.5%.

5.02 Total assets, in US dollars, increased over 100% during 1979-84

while the operational receipts, in dollar terms, increased by 152% against

an increase in operational expenses of 456% as shown in Annex 2, Table 2.

These findings were verified in accordance with the regulations of the

Federal Accounting Service 084-12/1979 which required the COHABs to under-

take annual internal audits of their assets and real profits with partial

deferment of the detailed examination of gross profits from the mortgage

sales until the amortization periods and residual loan amounts contracted

were regularized. A more realistic financial position would have been

obtained from an analysis of gross profits from the mortgage portfolio. In

view of the above, in 1980, the GOHAB-SP adopted procedures to defer re-

sults of future exercises, gross profits from sales, and amortization peri-

od for residual units until new regulations were approved. They limited

their analysis to the portions of the cash received from the monthly

mortgage payments. The criteria used in the 1979 audit related profits for

sales from residential units to their amortization period. The change in

criteria in 1980 brought a reduction in profit, liquid assets and conse-

quent increase in the financial potential for future years.

5.03 The differences between the COHAB mortgage receipts and the COHAB

repayments to BNH between 1979 and 1985 are presented in Annex 2, Table 4.

From 1979 to 1982, repayments to BNH varied from 52% to 32% while in 1983

repayments increased to 89.7%. This was due mainly to the efficient

collection of mortgage payments. However, in 1984, mortgage receipts

dropped which required a large retention by the COHAB. In 1985, receipts

increased slightly permitting a larger repayment to BNH. During that

period, BNH quickly created a mechanism for re-negotiating the indebtedness

by re-adjusting the inflation index for the terms of the loans to make them

more compatible with the incomes of the mortgagors. The Federal Government

policy of limiting official salary increases resulted in a lower index than

the System of Housing Finance (SFH) adopted for the periodic upward adjust-

ments in their mortgage payments. Their monthly payments had escalated so

high that they were amortization amounts in excess of the value of the

housing. The tens of thousands of families who stopped their mortgage pay-

ments for a year or more had their payments eventually readjusted downward.

5.04 The total assets of the COHAB-SP, as of December 31, 1984, were

CR$ 964.6 billion cruzeiros. The mortgage loans totalled CR$ 720.0 billion

or 75% of the total assets for the same period (Annex 2, Table 1). The

loans are guaranteed by the real estate mortgages based on market values.

Further, the municipality of Sao Paulo agreed to repay BNH up to CR$ 676.0

billion in case of default in the COHAB repayments. Further, the CORAB-SP
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has titles to properties that represent 15% of their assets - composed of
disposable real estate properties valued at CR$ 18.2 billion, land CR$ 25.4
billion, and projects in the development phase of CR$ 107.2 billion. Out-
standing loans in arrears of CR$ 22.3 million as of end of December, 1984
(contained in current assets) represent 3% of the mortgage portfolio which
is a satisfactory operating index. The COHAB-SP in December 31,1986 par-
ticipated with their own funds to approximately 22% of the loans. By the
end of December 1984, the financing and refinancing reached CR$ 881.0 bil-
lion or 84% of the obligations of COHAB-SP achieving a positive cash patri-
many (capital and reserves) of CR$ 162.0 billion in excess of the assets
mentioned in para. 5.02 and ultimately affecting gross profits. This, of
course, would increase the liability to CR$ 1,055.7 billion from CR$ 964.6
billion (Annex 2, Table 1). Other costs, consisting of 1% of CORAB-SP
liabilities, were from suppliers and services.

5.05 The financial position of the COHAB is relatively well protected
against inflation as the mortgages are expressed in UPCs and the excess
cash reserves are invested in real estate "titles" indexed to inflation and
guaranteed by the Government (ORTN). However, adjustments in the UPC, in
1979 and 52% in 1980, remained considerably lower than the inflation rate
of 77% and 91% respectively. For 1982, 1983 and 1984, the Federal Govern-
ment maintained a policy of adjusting the UPC in accordance with infla-
tion. It is important to note that BNH did not update its real estate port-
folio and as a consequence the liquid assets were valued well below their
market value of December 31, 1984. On the other hand, the COHAB-SP made a
provision, in its internal audit of their real property inventory, for a
grant from EMURB (the Urban Development Corporation of the Prefectura of
Sao Paulo) of 26 areas of about 2,200 hectares located along the limits of
the metro. It is estimated that these areas have a value of CR$ 44.0 tril-
lions using a low market value of CR$ 2.0 million (US$142.00 per square
meter). (Many of these locations should be developed as multi-purpose com-
mercial, service and residential centers, not as single-use housing.)

5.06 Conclusions. From analysis of 1979-84 and prospects for 1986,
the COHAB-SP has a satisfactory financial position as seen in the analytic-
al tables. For 1986, it generated internal cash assets of US$8.2 million
and a solid financial situation in terms of the magnitude, assurances and
satisfactory return on its assets.

URBIS - Bahia Financial Re-Evaluation

5.07 For the URBIS-BAHIA, the principle source of funds is BNH through
their various lines of financing for construction and sale of housing on
the same terms as COHAB-SP (para. 5.01). The summary of the financial
status of URBIS is presented in Annex 2, Tables 5, 6, and 7. During 1979-
84, URBIS expanded its operations (with lower rates of interest and longer
amortization periods compared to previous years) in line with the changes
introduced by BNH during 1979 to facilitate access to home ownership for
the lower-income population (para. 5.01). In respect to the total assets,
the number of loans increased during the period by 11%.

5.08 The total assets, in US$ value, increased 9% during 1979-84
(Annex 2, Table 5). The operational receipts, in US$, for the same period
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increased 336% and operational expenses increased 395% (Annex 2, Table 6).

Gross profits during this period were positive; however, when the general

management and administrative expenses were deducted the results were

negative for the period 1980-84. These expenses vary with the magnitude of

the annual investment program, but BNH regulations limit the percentage

that they can charge - 4% to 8% of the construction contracts. This is not

sufficient to cover the costs of land assemblage, site planning, engineer-

ing, unit designs, supervision and sales. Thus, the deficit is covered

annually by subsidies and grants from the State Government of Bahia (Fondo

Perdido) after deducting the negative monetary corrections in accordance

with the legal criteria of the difference between monetary correction of

the liquid asset and the monetary correction of the permanent assets. In

this manner, URBIS had a positive cash flow for 1980-84 with a low rate of

return (Annex 2, Table 7). This low level of profitability did not permit

URBIS to maintain sufficient working capital during 1979-84; liquid assets

were 3.2% of their liability in 1979 and 2.2% in 1984.

5.09 For December 31, 1984, the total assets of URBIS were CR5 238.0

billion cruzeiros and mortgage loans were CR$ 136.0 billion representing
57% of the total asset (Annex 2, Table 5). The loans were guaranteed by

the real estate mortgages based on market values of the properties. In

addition, 32% of the assets were composed of projects in phases of develop-

ment estimated at CR$ 74.6 billion, and land at CR$ 2.2 billion, and 6% of

assets covered cash, deposits and bonds of CR$ 14.5 billion. The loans in

arrears for December 31, 1984 represent 0.7% (CR$ 1.062 billion) which is

unusually low. URBIS participated with their own resources of 3.8% of the

loans by the end of December 1984. Financing and refinancing of BNH came

to CR5 225.0 billion or 95% of the liabilities of URBIS through December

1984. When the credit of CR$ 82 billion, due to adjustments to contracts,
is deducted the percentage dropped to 91%. There are other liabilities

that represent demands on URBIS through 1984 of slightly more than 3% of

their obligations.

5.10 The financial position of URBIS is relatively protected against

inflation as all mortgage loans are expressed in UPCs and the excess cash

reserves are invested in real estate properties indexed to inflation and

guaranteed by the Government (ORTN), (para. 5.05). However, the financial

performance of URBIS in 1985 has declined and the prospects for 1986 are

poor given the general economic conditions of the country, scarcity of new

financial resources and recent increase in delayed mortgage payments. In

addition, the State Water Company has not adequately serviced the new hous-

ing groups causing considerable stress to the occupants. They don't want

to pay for poor service.

5.11 Conclusion. The financial position of URBIS during 1979-84 and

the prospects for 1987 are unstable requiring both short-term and medium-

term assistance. They must increase their operating revenues, (through im-

proved collection services), curtail administrative costs (and recover

their full costs), increase state transfers (earmarked for subsidies to the

lower-income families) and increase financial assistance from BNH.
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Problems of Budgeting and Financial Planning of the two CORABs

5.12 It is important to note that during 1979-1984, accelerated in-
crease in the cost of construction due to inflation was not followed by
corresponding indexing and adjustment in the UPC value. This resulted in a

large reduction in the number of contracting firms which reflected nega-
tively on the planning and development of the COHABs programs. On the

other hand, the accelerated increase in cost of construction also created
problems with the remaining contracting firms due to inflated cost
increases over their original bids. This in turn affected the level of
affordability to low-income families.

5.13 From the beginning of the decade of 1970, the Municipal govern-
ments have been unable to cope with the increased problems of squatters in

urban areas and the existing legal instruments for orderly urban develop-
ment were ineffective in dealing with increased land speculation. As a
result, the exaggerated land prices in the higher-income areas provoked a
general increase in land prices over the remaining urban areas of a city.
This in turn increased the cost of urban development - infrastructure,
transport, etc. In addition, there were no viable alternative locations
for low-income housing than the outlying areas with high transport costs.

5.14 The construction materials industry was not structured or organiz-

ed to cope with the large fluctuation in demand. This in turn caused
periodic crises in the availability of some construction materials.

5.15 Over time, a series of housing proposals and programs evolved
into an ad hoc BNH housing policy with a combination of social objectives.

In response to these policy changes, the COHABs were constantly forced to
restructure their operations. In the absence of long-term planning, BNH
was forced to invest in loans and programs that did not meet the basic so-
cial needs of shelter. A rational planning system in BNH is now emerging
within the framework of State and regional programs aimed at integrating
investments to optimize the three lines of credits: housing, urban infra-

structure and basic sanitation. It should be noted that without the cross
subsidies of the State Water Company, BNH as housing agency only would not
be financially viable.

5.16 The increase in arrears of monthly mortgage payments, as a result
of Federal Government actions in 1983, (restricting salary increases to a
correction index below the SF1 adopted) continues as a serious financial

problem requiring additional loan adjustments.

Project Affordability and Cost Recovery

5.17 The BNH comparative study of rent to mortgage payments under the
housing finance system (SFR) during 1979-82 revealed that in the State of
Bahia, the ratio was relatively high (5-7) for CORAB type housing of the

4-story blocks of apartments. It was clearly more beneficial to purchase
than rent. However, in the case of cooperatives housing and those financed
under the Brazilian system of savings and loans, the ratio was 1.7 to 0.75
(Annex 2, Table 8). The study concluded that the COHAB housing program,
with its policy of cross subsidies (offered under SFR system for low-income
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families along with selected locations for the sites and services projects)
have produced viable shelter solutions for many low-income families of less
than 3 minimum salaries. Cost recovery has been hampered by the high in-

flation rates. Salaries of employees were not indexed to the extremely

high inflation causing a severe erosion in purchasing power. This resulted
in large rent strikes and massive mortgage refinancing schemes (para.

5.03). While the data is not complete, the general impression is that less

than 80% of the loans are fully recovered.

VI. CONCLUSIONS AND RECOMMENDATIONS

6.01 The principal objectives were achieved: (i) to promote the low-

est cost elements of PLANHAP--PROFILURB and FICAM programs, squatter up-
grading, and lower design standards for housing and infrastructure; and
(ii) to contribute to the institutional development of the CORABs and
strengthen their overall delivery capacity. While the FICAM program (part
of the project), of financing individual construction material loans was
cut back due to lack of promotion, other states and municipalities took
good advantage of this line of credit in non-Bank financed projects. It
would appear that BNH was more interested in using Bank financing for pro-
duction of new shelter solutions more than promoting self-help construction
of minimum shelter solutions. During the period of high inflation, BNH had
opted for the more formal program of CONSO, but then found that the cost
recovery was thwarted by arrears in mortgage payments while squatter up-
grading, which was more difficult, had a higher cost recovery because it
was affordable. While the financial problems are serious, they represent
fixed costs that the Bank can do little to change. (In fact, they have to
be scaled up to improve cost recovery.) There is still ample room to im-

prove the planning, design and engineering. In fact, the project success-
fully lowered standards and costs over the four operating years.

6.02 Recommendations

(M) Urban upgrading with shelter improvements and/or new embryo
shelters is a cost-effective program for low-income families
(less than 2 minimum salaries) at 1/4 of the cost of new standard

solutions - i.e., walk-up apartments. Even though the developed
densities are half those of new 4-story apartments, the Bank
should give the greater emphasis to urban upgrading rather than
new standard solutions. Low-income squatter families in the
established urban sprawl are part of an informal economy which is

also improved with the urban upgrading programs.

(ii) Large conjuntos of 4-story apartment blocks of 4,000 to 5,000
dwellings (for family incomes of 2.5 to 5 minimum salaries)
should not be planned or built. They produce an anti-social en-
vironment of monolithic structures composed of a standard single-
type unit; they are too large to be integrated into existing, or

to be formed, neighborhoods; and they become more of a social
problem than a solution - difficult to administer. In contrast,
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(iii) Comunnity planning, site planning and dwelling unit designs need
to be coordinated to achieve a better living environment.

(iv) Innovative solutions such as pre-cast RCC components of steps/
walkways and drainage channels were successful in squatter upgrad-
ing, especially on steep slrpes, and should be adopted for simi-
lar projects in the future. In contrast, pre-cast RCC building
components for standard housing solutions, on the scale of this
project in the three metropolitan areas, is not recommended. 4/

(v) Land banking of the CORABs should be based on smaller parcels of8
to 10 ha., that can be integrated physically and socially and
avoid the larger outlying remote sites lacking public services;
and 5/

(vi) the CORABs service charges for the cost of land assemblage, site
planning, engineering unit designs, supervision, and sales,
general management and administration must be increased to elimi-
nate the large annual state subsidies.

4/ The innovative solutions were well received by the beneficiaries and
municipal officials of Salvador and Recife.

5/ Land banking of smaller parcels of 8 to 10 ha. was based on the
adopted policy at the time of reduced project sizes of 400 to 500
dwellings.
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35 Table I
BRAZIL

SITES AND SERVICS AND L-CDST HOUSING PWJFJCT
Ian 165 4-BR

SAR ESTDMAIES 1979-1981 AC1IAL PROJECT 1979-84

No. of costsa/ No. of No. of Costab!

No. of Constr. 1,000 '000,000 D.U. Constr. 1,000 '000,000

D.U. Mat.Ins. UPC US$ MtI.Lns. UP US$

PART A - losing 51,300 23,800 11,493 169.6 59,586 21,977.7 219.7

OHAB - Sao Pailo (22,500) - (5,260) (77.7) (14,689) (8,841.7) (88.4)

Dwelling units

(oENSO & 3SHE) 7,000 - 2,045 33.2 14,43D 8,831.3 88.3

-Lts - S & S

(PH0FIIRB) 15,500 - 1,550 22.9 259c/ 10.4 0.1

- Costruct. matl.
loam (FICAM) - 11,100 1,665 24.6 - -

CDHAB-PER (21,800) - (4,869) (71.8) (33,491) - (9,212.1) (92.1)

Dwellin units
(OSO & ESHE) 10,000 - 3,000 44.2 19,210 - 6,565.5 65.7

-lets - S & S
(PR0FUIRB) 11,800 - 1,239 18.3 14,281C/ - 1,872.9 18.7

- Constrc. ntI.
loans (FICAM) - 8,400 630 9.3 - 2,295 773.7 7.7

URBIS - BAHIA (7,000) - (1,364) (20.1) (11,406) - (3,923.9) (39.2)

Dwelling units

((DNSO & GISHE) 2,500 - 750 11.0 4,286 - 2,276.4 22.7

- Lots - S & S

(PR0FIUEB) 4,500 - 270 4.0 7,120c/ - 1,647.5 16.5

- Construct. mtl.
loans (FICAM) - 4,300 344 5.1 - - - -

PART B - Infra and

Com. Facilities - - 2,504 36.9 7,148 - 12,103.4 121.1

-Sao Paulo OHAB - - 526 7.7 - -

JHAB- 1ER - - 487 7.2 905 - 1,157.5 11.6

. Squatter upgrad. - - 1,356 20.0 - - - -

- BAHIA-mBIS - - 136 2.0 436 - 2,273.5 22.7

SOther OHABs - - - - 5,807 - 8,672.4 86.8

PART C - Suatter
Upgrading, EMBRYO
Units & Infrst.

Other States - - - - 35,707 - 11,966.3 119.7

PART D
Others - S & S

(P10FIURB) 10,000 - 1,200 17.7 - - -

Contingecies 2,813 41.5 - - -

'lOTAL 61,300 23,800 18,011 265.7 102,441 2_,X95 46,047.4 460.5

a/ January 1979
b/ December 1984

c/ Supplemnted later with EMBRLO
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Graph 2

Ste. & Service & Low-Cost Housing Project
Loan 1654-BR Project Completion Report
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SITES AND StKVICLS ANO LJl-COST OUStIG M05CT
Loan 1611-

COHiAU - SAO PAULO

"IAANCE SILEE-7S AS Or DECItBER 31,

4,000.000 Cr5 dnd 000 US$)

1 9 7 9 1 9 8 0 1 9 1 1 1 9 8 2 1 9 6 3 1 9 8 4

Cr us$ I US r$ US$ Cr$ US$ r$ US$ Cr$ US$

AS SE TS
CIIHUIlNT ASSETS

CASH ANi ItiANES 154 81 24 68 9.741 2.142 18. 124 6.605 26.141 12.972 13.183 2.892 908

TLASUJ1L krY r9Ie - - - - - - - - - 19.767 6.208

IoMuC MkJVAN4tJ ALtlM 9 212 33 501 172 1. 4# 785 3.107 2.987 3.036 22.347 7.019

4914 MA2 Il 4 1.1 110 1.985 858 671J 1,940 7.678 10.896 11.071 42.765 13.431

SUTr L ........ 541 1 .- 1) H1 12.229 L312 26.186 9.330 36.926 26.855 27.292 87.771 27.566

DNGM'-TEMM AL;.Jr,1%

14"s 4ELVAILII-isn; 'LIM 4.947 116.3)8 12.978 198.117 14.726 271.721 89.868 355,673 251.512 255.602 871.019 273.561

(MH IAMdi-tLM 6)3 15.824 1. 374 20.978 1.137 10.462 2.193 9.471 5.687 5.779 9 1
SUIIu rTAL . .. .20 112.142 14.352 219.115 36.063 281.181 92.261 365.144 257.199 261.381 871.028 273.564

FIXED AsEI" 116 e.77 174 2.65b 328 2.56t 61) 2.442 1.676 1.703 5.890 1.850

TOTAL ASSIS . .2)6 147.566 15. 327 2)4.000 39.761 311.135 t02.208 404.512 285.730 290.376 964.689 302.980

L IA$itSr 00

cmILNr LIAISHAlLS

ACCOUNTS PIAVA1L: 117 2. 7 247 3.69% 560 4.382 1.308 5.177 1.199 1.218 8.276 2.599

LAEPOSITS o 2J)5 28 4241 66 516 180 712 322 327 856 269

1iANS CURHIINT 99 2. 1.8 540 8.244 259 2.027 502 1.987 1.985 2.018 5.311 3.674

ur1E4 Cimm I.ILAJLILIS 22 517 1 __5! _ 404 3.161 231 914 197 200 1.239 389

SUiTTA-4 .824b 11 Ull 12,718 1.289 10.086 2.221 8,790 3.703 3.763 15.702 4.931

1.tfTER_'LIM ClAml 11TI1

1AANS-LA)N TIMM 5.541 i 10.%d 13.4 1 204.901 39.01) 105.266 98.875 391.321 284.408 289.032 878.105 275.787

artik - 1t.11 2-565 _ 89 2.262 863 3.416 1.027 1.044 _ -

sUlroTAL ...... 110.5 . 58 201t 4Wu 19. 102 307.528 99.738 394.737 285.435 290.076 876. 105 275. 787

CAPITAL

CAVITAL I15 7,406 4u] ).069j 698 5.462 1.366 5.406 4.852 4.931 11.555 3.629

RERskVI:S/(YrnlH 172 4,044 442 4.121 17.217) 456.471 (25.301) 00.135 005.561) (107.277 005.11814127.235)
I*421.TAIII L21ijdC1&jS
sta1ji4 - - _ 42 69_1 44.530 24.184 95.714 97.301 98.883 464.445 145.868

sn.A.L.4.. 487 IA-45Y _ 905 1 3.8164 8, .479 249 985 3.408) 3.463 __7048 22.262

TrrA1. LIAIIl I.T S 6.276 141.566 15. Il/ 2 14 004 39.763 311.135 107.201 404.512 285.730 290.376 964.689 302.980

US$1- 42,51 65 0) 127,80) 252,67 984,00 3.11400



SIns Ai sraaiCs An wu-COST 1WUSIIG ISOACT
- - LOAN.I11 -55

sSUMAR CASH rLOS

CUIIA - SAO PAULA

(*000.000 Cr$ and 000 US*1

19 7 9 19 0 196 19 82 1983 984

Cr USI C 5 Cr1 U2S) Cr1s US US Cr6 USt

I - Heccitas de Atividades

Operacionais 1.698 3925 1917 59.802 8.588 66.807 24.677 97.665 61.012 82.329 320.60 100.709

(OPKATIONAL IattENUES)

11 - LDesesas dt: Atividaddt

Operdcioniab 1.419 33.365 3,559 54.336 15 478 121.111 41.496 164.230 57.225 159.781 590.292 185.393

(OPERATIONAL EPENStS)

III - Rcsultado Ir% 279 6.560 358 5.466 (6,9401 (54. 304) (16.819) (66.569 76.213) (77.454 069.6321 (S4.684)

(ClasS FROFIT)

IV - Ikp4tts Geraib : Admiiiis
trxatlvas 125 2.939 225 1.435 486 3.803 956 3.784 2.795 2.040 11.001 3.454

(CEN. & AINIII. kEArMSES)

V -Resultada 1 v.jiia
L-quddu 154 3.621 133 2.031 (7. 426) (58.107) (1.77511 (70. 34 79.008) 180.297 P0.63) (M.138)

*(OI'I:KTurTIMAL PIIEFIT)

VI - Nesultado Nao 1puractunal (1 ) 3.198 4 188) -2.35 (45) ( 3. 403) 6.685 26.457 18.565 39.192 257.438 60.853

(eNWOPERAT. UFFENIJ.)

VII -- I.SuI ta> .Ljtitka dk ArcIO l 421 (55) 83A 7.861) (61.510) 11.090) 143.89 40.441) (41.100 (23.195) (7.2851

(CASK 5AI.AK) (iS, 1= 42,5. 65,50 127,80 252.67 984,00 L184,00 **

GSM4/
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PRAIA

uns ae snas as iast ass muaeT

C 0 M A 8 - i A o P A u LO 0

AMaut AS CASS FWV STAT Mi

('000.000 CtS and 00 USV)
9 1 1 7 0 5 I C A 4 ESTIMN

#EVMMB F~isrzE Aul IPRCUCAL

Servwce Imases Regstta de een 270 399,1 7,632 774 212.971 11.358.
Leam teme Empretmas CaneiAdes 1 0,3 4 0,4 - -
Rvenues Treessl* sends Jutes ds Valors PMOttItrtes a

dep4ttes 29.586 9.491,9 24.475 2.504.2 334.944 24.202.6

Otis" Outras 2J 1 -S 4 .. .0.15 4 ...LL&9,Z
TOTAL IMCiB imStiA TMOAL 30.940 9.717,3 32.94 L 345.0 43.433 40.7L0,S

00tzh m.3m9nE nIesta asemat aa.

Aministrative toensem Oespeas AdiftAstrativeo 9.946 3.092.9 46.299 4.90, 27. 99 9.241.1
FPeactat Eagns ee Ospoes Financecras 10 3,3 34 3.1 71i0? 19.145.0

Other SmpeSee Outran Desp..a. 709, ..L! 7J .11, 12L L -L
TOTAL EPfhtS 01936 TOTAL L0.049 3. 11t,1 49.1L3 4.903,6 50.291 32.S3.4

ITRnAL dita 0ftaTs CEla tifTEMA 0E CA. l, ! J CU.V 6 4 LI,. L

mumE2 fW12EN
intatenl C4a" GOnersttle Geregio Interns 4s CaAme 20.691 6.161.2 (16.146$ (L.63S.61 13L42 0.17P.L
Loa PrIncipaL ASerettecen Amortisagic do. iuturt3oo 26.515.1 4.327,5 67.997 8.929,2 47.94 3.467,9

&afans dN Capronte d. 5N4 34.157 10.727,4 17.04, 57,9.6

epettsemt of Withdrawels oepdsttos-aloree Udquide de
dep6sitoo a seques 37.670 11.830 9.190 19.604.1 "

Other OUtraa rentes 9fl .JJjJ L= 2.544.LAJ ALM, t4JI
TOTAL sauECts TOTAL DAB Vof0TE 120.232 37.741,5 349.183 31.4.0 186.196 L,482,2

Nae LoanS Novos Emprettimoe faoliecadeoe 42.697 0.409,5 J 44.130 L4.644.0

Coat ServIcr-AMerStaaetn ANN Servieo :1A 'JvLda-Asortlzae&s
ANN L2.44L(b 3.91.6 S2.613 S.340,7 -9 * }

S-priscLfos 42.93 L3463.9 8.1#7 6.944.4

Other Utrao ApLuCaCis 4181-A A4.Jh8 . Ljfd L L ,a L ;

TOTAL ADLCATI0N5 TOTAL DE a,5E _j l.LJ20 U0JJ±.2 U4.L.t

'tat Change tn CAn varae Liquida de Caia "i.& "I

() TMove infag po5fl af to e O L** For tnterest .n *lMn lJCio (004-43)
23 DTTO .veIoo. to sevent, tO EM (1104-91

(33 LESOOW YI~ O CaiiAAo



BRAZIL.

SITES AND SERvicES AND AU-COST MOUSING PRM3CT
Loan 5MiS4I

CONA - SAO PAULA
PRESTACOES RECEIIDAS DOS MUIWARIOS - RETORMO 00 BM

(Mortgage Receipts and Repaymet to MMY

GbNAModGN GM AVMEMlu5 MMDOW IN gIIIM

A N 0 OMMir' 10m ax I aws
(A) () (A4)'4C) C^ O (D)

1 9 7 9 444.870 231.065 213.605 48.06

1 9 8 0 665.218 324.184 341.034 51,27

1 9 8 1 1.008.674 454.729 553.945 54,92

1 9 8 2 1.619.718 520.264 1.099.454 67,68

1 9 8 3 2.093.351 1.878.552 214.799 10,26

1 9 B 4 1.835.293 1.029.400 805.893 43,91

1 91 6 5 1.909.128 1.425.797 483.331 25,32

T 0 T A L 9.576.252 5.863.991 3.712.261 38,77 .»
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nuas a saama a utW-muT mass emce
$Lim *MIT SItif Mimi 4.14.

"WACS safm~ A air seCsissa n1

f00.00 crS and '00 nssi

1919 19 0 res 1 s £98 l sa
f Serl us$ eC" is$ Cces us$ erS oil ces Uss eSL - as --g .

Calk A a ma 194 4.34a 57 as9 Lo7 se0 3S3 L.104 95 los 7.344 2.307

T7m is L.7lk 73 19o 0 m 3 s 19 34 1AIS 3.2S

Leans asselwable•
Shen Tar 94 a.as$ 76 L.174 114 89' 23s Cti 1.01 L.Cr3 L..JL 424

other cares Aasss _ v _ _u . __w , _ g __w -.=8 .-i2 _. ---- _ =2 _.1.

cUmmme assae no .60s m1 3.307 m1 aan4 94e 3.723J 30 2.4s4 Lae L.28 S.044

CnA Ted 2.2 9.34 57.L4 78.30 1407 97089 3530 13S.617 113.150 L17.051 2L7.44 W6s7

t m T1110 uSN" LSas 10.676 04.0 70.7041 1.51s 17.407 35s 17-01 9 1 4 uS.44 .n20o W.ill

FLU"• Ague" .- u _"I _-a _00 _--.1 __m _LI -m - -- &a -I-= _m-

TM asset 2.921 68.641 5.402 4Z.m4 12.S2a toom 7 15.S21 tet.10 us9.are 1in.209 339.010 is,7ns

rLrannmanlvb~

reCOmts payable 47 LtiB 121 L.a46 $IS 44 lot is $7 at 26

Depeetts to 236 27 GO9 52 407 127 102 196 L99 L. too 344
wdam- lents S L.253 79 L.444 114 .093 S99 313 1.0s 1.03 1.J9L 614

Othe Currente
L"IALaUG -I- __2w _u -__w -.. :I-AA -M -

CUES r4 W 20 8.a 30 111 4.407 A5 .3.49 90S sA.2 LAS 244s 1.41. 2.$9

.nanm -ne Term
Paryidtr 2.701 53.344 4.137 7920 12.124 8 9.33 J4.21 135,817 13 5.175 L1.0S1 2S.2L 40,74

one-. T.. __.2 __i 24 - 41 41 .. A1 4 -L2.2

TOTmLcU0"IP a.l70e 43 41a 4 7 144 12.L19 415 441st LS.9 114.1 35 6 %.02a 21.27 .718

CaiaITA '2 u.0 04 LAmL L29 3.11s 2S3 L.4 50599 t 1.23 105

Ro~r~ma -E -12 _ 11t 2_u L.21 -r: a Jajj a
esamwe61 a mmerq& _IS J.91 t-21 $6 1. L53

014 Cuana

ArN 1 O2.701 3 606 4947.402 '2.441 42. 582 . 3 .1123 5k.53 119.170 118.21 2)-,1 0 .73

Ot~~er-Lonq 1es 42,.114 7 2



ISAZIL

t.1ttS ANID SIEVICS AND LW-COST WouSIuG rO.CT
Loaa 1654-u

URIS S.A.

('000.000 Cr5 and 000 US$)

19 79 9 8 I 9 a 1 1982 19 3 1964
1 T L: N S

cr$ us$ N S US'# r$ US) r$ US US$ Cr$ r$ US$

I - 1tLEV1s DE AT tvlIlN3 ti
awc14AIS 45,8 10.741 1.271,1 18.582 3.754,4 29.377,0 8.512 33.60 41267 41.930 49.057 46.914

I Lt*EAS LE AT 'IVI1VDS t

lylus 383,9 9.027 1.044,9 15.953 3.468,0 27.1)6,0 7.610 30.1)8 39.465 40.107 142.397 44.723

jig - &SLjuiJ WEl) 72.9 1.714 172,2 2.629 286,4 2.241 902 1.570 I.02 1.831 6.660 2.091

IV - LESPSAS Qas E MhINIS

11TIVAs 70,6 1.660 192,3 2.936 421,0 3.294 1.111 4.397 2.507 2.546 7.663 2.407 T.

V - IMtILTADO itl4N:tMA

2, 1 54 (20,1) 1 307) (134,6) (1.053 (209 46271 4705) (171 (1.003) 416

VI- 1ESjT'A) Nit ut;W)a(*AL I,1 40 20,9 319 135,7 1.062 224 806 744 15 1.199 565

VII- u.LMAL) Luiun Ii0

EktlClt 4,0 94 0,8 12 1,1 9 15 59 39 39 7% 249

uS$ I - 42,53 65,50 127,80 252,67 9M.00 3184,00



BRAZ IL

SITES AND SERVICES AND LOW-COST NOUSING PROJECT
Loan 1654-B

INDICES FINANCEIROS/ECONiSIICO
(financial and Economic Indicators)

URBlS S.A.

N D) 1 C E 3 1 9 j 9 1 9 8 0 1 9 8 1 1 9 8 2 1 9 8 3 1 9 8 4 1 9 85

I - I.IQUIDEZ SECA 2,143 2,443 2,393 2,667 2,849 1,916 0,182
(quicK RATIO )

II - l.IQUIILZ COReNITE 2,935 2,760 0,907 1,039 1,479 2,117 0,397

(CURRENT RATIO)

III- I.IQUIIJLZ tURAL 1,029 1,023 1,019 1,012 1,010 1,017 1,013

(CENERAL IU4?JIDITV)

IV - GARANTIA CAPITAL I)L

TERCEIHOS 0,033 0,027 0,022 0,016 0,012 0,022 0,017

V - RENTAtlIhJOADE 0,0037 0,0015 0,0026 0,0186 0,0170 0,0997 0,0887

(VI EKw)



BRA2IL

SITES AND SERVICES AND L&Mu MIUMING RFOM
Loan 1654-3R

RELACAO ALUGUELIPRESTACAD DO S f 0
(Kelatlonship of Rent to Mortgage Paymnt.)

S A L V A DO

S A L A + 1 U A R T 0 S A L A + 2 Q U A R T S S A L A + 3 0 U A R T 0 
F AI XA S D -

A T E N / 1 M E N T O 1960 1981 1982 1979 1980 1981 1982 1979 1980 1981 1982

FAIXA COHAD 6,59 6,92 6,73 7,49 5,52 5,58 7,27 6,03 8,09 6,98 6,70 6,84

FAIXA COOPERATI AS

HADITACIONAIS ll1 1,16 1,16 1,52 1.13 1,20 1,68 1,40 1,31 1,37 1,03 0,89

FAIXA S b P E 1,01 0,97 0,96 1,09 0,75 0,75 0,76 1,03 0,84 0,83 0,83 1,13

OBS.: RECIPE - NaG foi possivel realizar a pesquisa para habitag6es "faixa COHAB"

por nao existirem informades sobre locaqoes nesLa faixa.

SAO PAULO - AusZoncid de informag6es da Agincia do BNH.



4 6 ANNEX 3
Page 1 of 5

SAP PAULO METROPOLITAN AREA

Vila Maria - Slum upgrading.

Lot size: 5 m x I m with

t8 m) 0 mb ryo bui It in back

o lot with inilial cit per
dweit ling USS2 )900.

Completed December 1980.

MARIA EXPANSION. With st rong support of Lhe smowner a Associat tor over
of the families have expanded their dwe I ling 41 Lih 2 stories in f ront in

9 successful variety of solutions.



4i 1

ANNEX 3
Poge 2 of 5

SAU PAULLU MTRKUPul, ITAN AKEA
( f! 14 1- >1I )

CASA LLX - oBsed n I m
modutls, 2 t ype - 13 m ind

24 mi'- li r 4rea with pre-
Ca-it -i I. poalel.-s, columns,
dot frOs and lnte 1n.

FI rst s tage onttire i ion
l Ssi 125 p er s-Ililti n on 5 -m

x1 lits. This so lutil
is appropriate fur iut Lying

suhur han L lcat otins

Light steel frame with s-nall
concrete panels i o dge

18 m - lst sta42:

H M-i - 1st staie:

Sii enher 198



48 ANNEX 3
Page 3 of 5

SAO PAULO METROPOLITAN AREA
CORAB-SP

Fernao-Dias: 1,060 apart-
ments of 50 m 2 in 5 story
walk ups - US$6,800/apt. -
too dense and void of land-
scaping. Completed in
August 1983, the project is
also lacking in community
services.

SALVADOR, BAHIA, URBIS,
BAHIA - MUSSURUNGA: 3,983
apts. in 3 stages 48m2 in 4
story walk-ups -
US$3,880/apt. - smaller
clusters, using pre-cast RCC
tilt-up panel construction.
Completed in December 1982

September 1986



49 ANNEX 3
Page 4 of 5

SALVADOR, BAHIA, URBIS,
BAHIA

MUSSURUNGA - 3,983 apt s.-

Mow: Individual court yard
sanm entrance to each block.

gagman,

RIO DE JANEIRO
Earlier attempt in 1940s
to re-house slum dwellers-
now a social problem

September 1986
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ANNEX 3

Page 5 of 5

RIO DE JANEIRO
BNH-RIO
PROYECTO RIO VILA PINHEIRO -
Slum Clearance with 3,000
relocation dwellinis in the
first stage - 40 m con-
struction per apartment in
one and two stories on 5 x
15 m lots with 4-story walk-
up apartments to the rear of
the site. Completed June
1985. Total project re-

4 settlement is 17,000
fami lies.

VILA PINHEIRO 1st Stag e
iagonal row housing with
ommercial on the corner.
Cost of 40 m 2 1st stage was
US$5,900, including hydrau-
lic landfill.

AILA PINHEIRO - st Stage
Pedestrian and service lane.

September 1986
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IBRD 13745R
Ni A 4 SRINAMi

IA 1BRAZIL

7 (iANA SITES AND SERVICES
AND LOW COST HOUSING PROJECT

Recife Metropolitan Area

Toc Jibo Pessoo

Brasilia

tapicuma ITAMARACA

RAt bo de Jone ro

o L rmoso -

L rna

Competednroect ite

Art-ur LulpgA

C RsRi Doce

SAO LOURF CO PbAV

Peix chom

b REC IFE

curado

JABOATAO-

[]Existing Project Sites

CopeeFroject Sites

-- Main Access Roads

C~so- ---+- Roilroads

B.1lt-up Areas

~Reservo i r s

Rtvers

KIOMETER
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CANDEAS

CAMACAR

- PR

S is! eg Protect Sites

Complpeted Prct~c Sits

SMain Access Roads
Secondary Acces Roads

- Rraos

BJ -op Are IAtl LAURO DE
I ~FREIfAS

- ~s Areas

CAJALZEIRA

AND, LOMCSAHUSNGPOJC
Savao Merpoia Area

CAOMLA 11

"SALVADOR

SITES AND SERVICES
AND LOW COST HOUSING PROJECT

Salvador Metropolitan Area

NOVEMBER 1986



WORLDBANK MSS

ZCZC OERC0139 0ERS0394

WDIAL

REF : OEDDR

OINFO

-SUBJECT: AUDIT OF BRAZIL SITES AND SERVICES

-FILENAME: \

-DRAFTED BY: J. BUKY/TNR EXT: 32919

-AUTHORIZED BY: RENE RIBI

-CC: \

-2123578 CEF BR =

-MR. PETER JOSE SCHWEIZER

-INTERNATIONAL COOPERATION UNIT

-BRAZIL

BT

WASHINGTON, DC - 27-MAY-88

REUR TELEX 26 MAY. MR. DAVIS WILL ARRIVE RIO MONDAY, JUNE 6 AT 0850

AM PAN AM FLIGHT 201, AND WILL VISIT YOUR OFFICE SAME DAY 1400 PM.

WE AGREE VISITS TO STATES TO BE PROGRAMMED AFTER YOUR DISCUSSIONS.

MAIN ISSUES TO BE DISCUSSED WILL BE PROJECT IMPLEMENTATION

EXPERIENCE PROJECT PREPARATION AND REVISIONS; PHYSICAL

ACCOMPLISHMENTS; PROJECT COSTS AND FINANCING; PERFORMANCE OF

CONTRACTORS; INSTITUTIONAL PERFORMANCE AND DEVELOPMENT, FINANCIAL

PERFORMANCE; ECONOMIC PERFORMANCE; TECHNICAL ASSISTANCE; PERFORMANCE

OF WORLD BANK - TIMING, APPRAISAL, SUPERVISION, ADAPTATION AND

FLEXIBILITY; POINTS OF SPECIAL INTEREST INCLUDING ENVIRONMENTAL AND

SOCIAL ISSUES, LAND ACQUISITION; AND LESSONS TO BE LEARNT. REGARDS,

RIBI, ACTING DIVISION CHIEF OEDD2. INTBAFRAD

=05271552



WDIAL
. OEDDR
QINFO

-SUBJECT: AUDIT OF BRAZIL SITES AND SERVICES
-'TLENAME: \

AFTED BY: J. BUKY/TNR EXT: 32919
-AUTHORIZED BY: RENE RIBIk
-CC: \

-2123578 CEF BR =

-MR. PETER JOSE SCHWEIZER

-INTERNATIONAL COOPERATION UNIT

-BRAZIL
BT

WASHINGTON, DC - 27-MAY-88

REUR TELEX 26 MAY. MR. DAVIS WILL ARRIVE RIO MONDAY, JUNE 6 AT 0850
AM PAN AM FLIGHT 201, AND WILL VISIT YOUR OFFICE SAME DAY 1400 PM.
WE AGREE VISITS TO STATES TO BE PROGRAMMED AFTER YOUR DISCUSSIONS.
MAIN ISSUES TO BE DISCUSSED WILL BE PROJECT IMPLEMENTATION
EXPERIENCE; PROJECT PREPARATION AND REVISIONS; PHYSICAL
A MPLISHMENTS; PROJECT COSTS AND FINANCING; PERFORMANCE OF
CUnfRACTORS; INSTITUTIONAL PERFORMANCE AND DEVELOPMENT, FINANCIAL
PERFORMANCE; ECONOMIC PERFORMANCE; TECHNICAL ASSISTANCE; PERFORMANCE
OF WORLD BANK - TIMING, APPRAISAL, SUPERVISION, ADAPTATION AND
FLEXIBILITY; POINTS OF SPECIAL INTEREST INCLUDING ENVIRONMENTAL AND
SOCIAL ISSUES, LAND ACQUISITION; AND LESSONS TO BE LEARNT. REGARDS,
RIBI, ACTING DIVISION CHIEF OEDD2. INTBAFRAD



WORLDBANK MSBS1

ZCZC 0ERP0164 IWB0010

OEDD2

REF : TCP FCA

* OEDB2 :

IWB010

ON INSWBK

.FTCCMAC 26-01206.01

MSG NR 2073/88

MR. ALEXANDER NOWICKI

CHIEF-OPERATIONS EVALUATION DEPT.

WORLD BANK

REYOUR TELEX DATED 17 MAY WE AGREE WITH PROPOSED MISSION OF MR.
JOHN DAVIS AND SUGGEST MEETING IN RIO ON THE DAY OF HIS ARRIVAL
AT 14:00 PM WITH CEF'S INTERNACIONAL COOPERATION UNIT AND HOU-
SING DEPARTMENT OFFICIALS. VISITS TO STATES SHOULD BE PROGRAMMED
THEN. MEETING WILL BE HELD AT CEF'S CENTRAL OFFICE AVENIDA RIO
BRANCO 174, 28 TH FLOOR, ROOM 69, PHONE 217-2440, TELEX NR
2134382 CEF BR (CONTACT: MR. AUGUSTO CRAMER). AWAIT CONFIRMATION
AND INFORMATION ON MAIN ISSUES TO BE DISCUSSED. REGARDS PETER
JOSE SCHWEIZER, INTERNATIONAL COOPERATION UNIT/CEF/BRASIL.
CEF/FILIAL/RJ

2123578CEFE BR





WDIAL

.OEDDR
OINFO

-SUBJECT: MISSION TO BRAZIL (SITES & SERV. & LOW-COST HOUSING)
-FILENAME: (LOAN 1654-BR
-DRAFTED BY: JBBUKY:ABS EXT: 36010
-AUTHORIZED BY: ALEXANDE OWICKI, CHIEF, OEDD2
-CC: MESSRS. MUNASINGHE, NEZES (LAlIE); MR. PAPADOPOULOS, RES.
-REP., BRAZIL

391 0611365 =
-DIRECTOR GENERAL
-CAIXA ECONOMICA FEDERAL
-BRASILIA, D.F., BRAZIL
IBRDBRA

-INTBAFRAD

-MR. GEORGE PAPADOPOULOS
-RESIDENT REPRESENTATIVE
-RIO DE JANEIRO, RJ, BRAZIL
BT

WASHINGTON, DC - 20-MAY-88
N. DIRECTOR GENERAL, CAIXA ECONOMICA FEDERAL, BRASILIA, D.F.,

BaAZIL.
REF. SITES AND SERVICES AND LOW-COST HOUSING PROJECT (LOAN 1654-BR).
THE OPERATIONS EVALUATION DEPARTMENT REVIEWS COMPLETED PROJECTS TO
LEARN FROM EXPERIENCE AND TO CONTRIBUTE TO THE BANK'S CONTINUING
EFFORTS TO IMPROVE THE QUALITY OF ITS LENDING AND TECHNICAL
ASSISTANCE ACTIVITIES. AN IMPORTANT PART OF THIS PROCESS IS TO HAVE
THE VIEWS OF THE BORROWER AND ITS AGENCIES ON THESE MATTERS. WE
THEREFORE PROPOSE THAT MR. JOHN DAVIS, CONSULTANT TO THE BANK, VISIT
BRAZIL AROUND THE 31ST OF MAY, 1988, FOR APPROXIMATELY TWO OR THREE
WEEKS FOR DISCUSSIONS ON THE ABOVE-MENTIONED PROJECT WITH APPROPRIATE
OFFICIALS. IN ORDER TO COVER ALL OR MOST PROJECT COMPONENTS, MR.
DAVIS WOULD PROPOSE TO VISIT RIO, SAO PAULO, BAHIA, PERNAMBUCO AND
RECIFE, INCLUDING APPROPRIATE FIELD/SITE VISITS, IF CONVENIENT.
FINAL DETAILS OF THESE VISITS COULD BE ARRANGED ON ARRIVAL AND WE
WILL ADVISE YOU SHORTLY OF THE MAIN ISSUES TO BE DISCUSSED AND
INFORMATION TO BE OBTAINED. WE ARE AWARE, OF COURSE, OF THE CHANGES
T ' HAVE TAKEN PLACE IN THE SECTOR ORGANIZATION IN BRAZIL (BNH NO
LONGER EXISTS) AND THAT THERE MAY BE SOME DIFFICULTIES IN OBTAINING
THE NECESSARY INFORMATION. NEVERTHELESS, SINCE THE BORROWER'S
CONTRIBUTION TO OUR EVALUATION WORK IS VITALLY IMPORTANT, WE SHOULD
BE GRATEFUL FOR YOUR ASSISTANCE IN DIRECTING THIS EFFORT. KINDLY
INFORM ME BY CABLE WHETHER PROPOSED TIMING OF THE MISSION IS
CONVENIENT. REGARDS, ALEXANDER NOWICKI, CHIEF, POLICY-BASED LENDING,
ENERGY, INDUSTRY AND URBAN SECTORS DIVISION, OPERATIONS EVALUATION
DEPARTMENT, INTBAFRAD.
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WDIAL
.OEDDR
OINFO

-SUBJECT: MISSION TO BRAZIL (SITES & SERVICES PROJECT)
-FILENAME: (LOAN 1654-BR
-DRAFTED BY: JBBUKY:ABSK* EXT: 36010
-AUTHORIZED BY: ALEXANDER NOWICKd IEF, OEDD2
-CC: MR. MUNASINGHE, CHIEF, LA1 E;. MR. PAPADOPOULOS, RES. REP.,
-BRAZIL

-IBRDBRA
-INTBAFRAD
-MR. GEORGE PAPADOPOULOS
-RESIDENT REPRESENTATIVE
-RIO DE JANEIRO, RJ, BRAZIL
391 611340 =
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WASHINGTON, DC - 18-MAY-88
ATTN PRESIDENTE AND DIRECTORES DO BANCO NACIONAL DA HABITACAO IN
BRASILIA, SAO PAULO AND RIO DE JANEIRO.
REF. SITES AND SERVICES AND LOW-COST HOUSING PROJECT (LOAN 1654-BR).
THE OPERATIONS EVALUATION DEPARTMENT REVIEWS COMPLETED PROJECTS TO
LEARN FROM EXPERIENCE AND TO CONTRIBUTE TO THE BANK'S CONTINUING
EFFORTS TO IMPROVE THE QUALITY OF ITS LENDING AND TECHNICAL
ASSISTANCE ACTIVITIES. AN IMPORTANT PART OF THIS PROCESS IS TO HAVE
THE VIEWS OF THE BORROWER AND ITS AGENCIES ON THESE MATTERS. WE
`EREFORE PROPOSE THAT MR. JOHN DAVIS, CONSULTANT TO THE BANK, VISIT
AZIL AROUND THE 31ST OF MAY, 1988 FOR APPROXIMATELY TWO OR THREE

WEEKS FOR DISCUSSIONS ON THE ABOVE-MENTIONED PROJECT WITH APPROPRIATE
OFFICIALS. IN ORDER TO COVER ALL OR MOST PROJECT COMPONENTS, MR.
DAVIS WOULD PROPOSE TO VISIT RIO, SAO PAULO, BAHIA, PERNAMBUCO AND
RECIFE, INCLUDING APPROPRIATE FIELD/SITE VISITS, IF CONVENIENIT.
FINAL DETAILS OF THESE VISITS COULD BE ARRANGED ON ARRIVAL AND WE
WILL ADVISE YOU SHORTLY OF THE MAIN ISSUES TO BE DISCUSSED AND
INFORMATION TO BE OBTAINED. > KINDLY INFORM ME BY CABLE WHETHER
PROPOSED TIMING OF THE MISSION IS CONVENIENT. REGARDS, ALEXANDER
NOWICKI, CHIEF, POLICY-BASED' LENDING, ENERGY, INDUSTRY AND URBAN
SECTORS DIVISION, OPERATIONS EVALUATION DEPARTMENT, INTBAFRAD.
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OFFICE MEMORANDUM

DATE: March 31, 1987

TO: Mr. Ram Kumar Chopra,<' Director, OEDOD

FROM: Kin Maung Thint, ief, LCPUR

EXTENSION: 72445

SUBJECT: BRAZIL: Sites & Services and Low-Cost Housing Project

Loan 1654-BR
Project Completion Project

1. I am pleased to send you the final version of the Project Comple-

tion Report for the above-mentioned project.

2. In transmitting the report, I would like to state the following:

(i) The report has been cleared by the responsible Assistant Director

of the LAC Projects Department and by the relevant Programs Divi-

sion;

(ii) Before finalizing the report, it was submitted for comuents to

OPS and their comments were taken into account to the extent

deemed appropriate;

(iii) Comments in the report concerning consultants have been cleared

with the Legal Department and would have no legal implications

for the Bank.

EEcheve aaf

cc: Messrs./Mmes.: Picciotto, Finzi, LCPDR: Steckhan, Crabbe, LCI; Joss,
LCPUR; Abbott, LEG; Vogel, LOA; Kopp, CPS; Costa, WUD;

Swahn, EDC, Reyes, bED, Tveskov, LCI
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HIGHLIGHTS

The Sites and Services and Low-Cost Housing Project achieved the
principal objectives of promoting the lowest-cost shelter solutions and
contributing to the Institutional development of the COHABs. The portion
of the 1979-81 National Housing Plan (PLANHAP) investment program for the
three State Housing Corporations of 59,600 shelter solutions exceeded the
SAR estimate by 16%, distributed as follows: (I) COHAB (SP) Sao Paulo,
L4,700; (ii) URBIS Bahia, 33,500;.and (iii) COUAB (PE) Pernambuco, 11,400.
In addition, infrastructure of community facilities for low-income housing
areas was provided in the original three states plus four others and the
number of beneficiary families increased 10 times over the SAR estimates.
On an experimental basis, the upgrading including improved shelter solu-
tions for 7,000 families in Recife, was successful; 21,600 sites and ser-
vices solutions exceeded the SAR targets by 38%. For all of the 16 sites
and services sub-projects the WORABs eventually enhanced the sites by the
construction of embryo units of 18 to 24m2 , since the cost to the benefi-
ciary to build his own shelter was higher than the completed embryo by the
CORABs. Other states in Part C added 35,700 embryo units so that a total
of 102,441 shelter solutions was achieved by the project - exceeding the
SAR target by 67% at unit shelter costs slightly less than the SAR esti-
mate. This was accomplished through lowering design standards for the
shelter and infrastructure.

The program of construction material loans (FICAM) was not suc-
cessful due, in part, to the lack of promotion by BNH and the 0OHABs. BNH
prepared operating manuals for the Sites and Services program (PROFILURB)
which was of great help in the planning and execution by the COHABs and
municipalities. The technical assistance to the COHABs and the Substandard
Housing Eradication and Social Emergencies program (CESRE) was provided by
BNH internally rather than through external formal training courses with
satisfactory results. The adoption in May 1980 of the PROMORAR program for
squatter and slum upgrading and in April 1984 of the MUTIROA aided self-
help program changed the orientation of BNH and improved their institution
structure. While the project was scheduled for completion in December 31,
1983, it was virtually completed in December 31, 1984.
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CURRENCY EQUIVALENTS

Currency Unit = Cruzeiro (CRS)

US$1 CR$ 18.0 (at appraisal)

US$1 CR$ 13,700 (at PCR - 7/15/86)

CR$1 USS0.056

CR$1 million = US$55,600

WEIGHTS AND MEASURES

1 meter (m) = 3.28 feet

1 square eter (m 2 ) = 10.76 square feet

1 kilogram (kg) 2.205 pounds

1 hectare (ha) 2.47 acres

1 kilometer (km) 0.62 miles

GOVERNMENT OF MEXICO FISCAL YEAR

January to December 31
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BASIC DATA SHEET

Key Project Data

Item Appraisal Estimate Actual

Total project cost (US$ m) 265.7 460.5
Underrun or Overrun (%)- +73a/
Loan amount (US$ m) 93.0 -

Disbursed - 93.0
Cancelled - -

Date physical components complete 12/31/83 12/31/84
Proportion completed by above date - 167% dwellings

10% material
loans

Time overrun (%) - 20%
Economic rate of return (%) 17 (Sao Paulo) N.A. (Sao

Paulo)
22 (Recife) N.A. (Recife)
23 (Salvador) 9% (Salvador)

a/ Increase is in direct proportion to the increase in the number of
beneficiaries.

OTHER PROJECT DATA

Item Original Plan Actual

First mentioned in files or timetable 09/09/74 09/09/74
Government application 07/15/77 07/15/77
Negotiations 11/13-27/78 11/13-27/78
Board approval 01/23/79 01/23/79
Loan agreement date 02/08/79 02/08/79
Effectiveness date 07/09/79 07/09/79
Closing date 12/31/83 12/31/84
Borrower Banco Nacional Banco Nacional

da Habitacao da Habitacao
Executing agencies COHAB-SP, COHAB-SP,

COHAB-PE, COHAB-PE,
URBIS URBIS

FISCAL YEAR OF BORROWER: January 1 - December 31
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Cumulative Estimated and Actual Disbursement (Bank Fiscal Year)

6/79 6/80 6/81 6/82 6/83 12/83 6/84 7/85

Estimated (US$ m) .9 12.0 39.6 68.1 87.8 93.0
Actual (US$ m) 0 0 13.0 31.8 52.1 65.7 80.5 93.0

Actual as % of
estimated 0 0 33 47 59 71 87 100

MISSION DATA

NO. OF NO. OF DATE OF PERFORMANCE
MO.YR. WEEKS PERSONS MANWEEKS REPORT RATING

Ident. 08/74 1.0 3 3.0 09/09/74
Prep. 06/75 1.5 2 3.0 06/13/75

04/78 3.0 5 15.0 04/06/78 1
Apr. 05/78 3.0 8 24.0 07/13/78 1
SPN 05/79 2.5 4 10.0 07/25/79 1

09/79 2.0 3 6.0 10/24/79 1
04/80 1.5 3 4.5 06/30/80 1
12/80 1.0- 3 3.0 01/16/81 1
05/81 2.0 2 4.0 07/08/81 -
02/82 1.0 4 4.0 05/04/82 1
05/82 0.5 - 3 1.5 06/18/82 1
10/82 1.0 2 2.0 10/28/82 1
04/83 1.0 2 2.0 04/13/83 1
07/83 1.0 1 1.0 07/20/83 -
01/84 0.5 1 0.5 01/27/84 1
06/84 0.5 1 0.5 08/20/84 1
10/84 0.5 1 0.5 11/08/84 1
03/86 0.5 1 0.5 04/11/86 1

PCR 06/86 1.0 1 1.0



BRAZIL

SITES AND SERVICES AND LOW-COST HOUSING PROJECT

Loan 1654-BR

I. INTRODUCTION

I. Background

1.01 Brazil's urbanization over the last 30 years has been characteriz-
ed by rapid growth, large absolute size of urbanpopulation and geographical
imbalance. Between 1950-70, the urban population grew at an annual rate of
5.5% compared to a total population growth rate of 2.9%. The urban popula-
tion, by the standard international definition of 20,000 or more inhabi-
tants, almost tripled. While the national population more than doubled,
from 52 million in 1950 to 119 million in 1980, the urban population more
than quadrupled, from 19 million to 80 million. The urban population is
concentrated mainly along the coastal areas particularly in the southeast
(Rio de Janeiro and Sao Paulo Metropolitan areas) where almost 40% of the
urban population live.1/ The current rate of growth is estimated at 4.5%
per annum and by 1990, is expected to slow down to 4%.

1.02 The official housing policy had been initiated in 1964 with the
creation of the Housing Finance System (SFH) and the National Housing Bank
(Banco Nacional da Habitacao-BNH). By the time the National Commission on
Urban Policy (CNDU) and the National Fund for Urban Development were creat-
ed in 1975, BNH and related agencies had already established strong policy
guidelines and working procedures and controlled about 70% of the public
investment resources in the urban sector. The financial resources of BNH
were provided by government transfers mainly from the Fondo de Garantia do
Tempo de Servico (FGTS) - a salary tax. By December 31, 1984, BNH assets
totalled about US$12.0 billion with a staff of 6,500. In addition to BNH,
since 1964, the Brazilian Savings and Loan System (Sistema Brasileiro de
Poupanca and Emprestimo - SBPE) has provided financing for about 1.8 mil-
lion units benefitting mainly groups of above 10 minimum salaries. The
combination of BNRH and SBPE were estimated to have benefitted about 22 mil-
lion people or 23% of the 1984 urban population, of which BNH contributed
about 60%. The BNH program attempted to ensure financial viability of the
housing sector through mortgage financing while promoting home ownership,
especially among the low-income population. Local entities, the State and
Municipal Housing Corporations (COHABs), were created with the capacity to
plan, design and execute large-scale housing operations. To ensure the
flow of funds to low-income families, BNH and the COHABs created a system
of cross-subsidies and incentives. An effort was made, as well, to devise
low-cost shelter solutions to expand the number of low-income families with
access to the housing market.

1/ Nine metropolitan areas were designated in Brazil: Porto Alegre and
Curitibas in the south; Belo Horizonte in the Center, Rio de Janeiero
and Sao Paulo in the south; Salvador, Recife and Fortaleza in the
Northeast and Belem in the North.
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1.03 This Project Completion Report is based on information contained
in the SAR 2197-BR, dated January 3, 1979, and the review of the Bank files
which included supervision and progress reports of the project. A supervi-
sion mission visited Brazil in July 1986, to obtain additional informa-
tion. The report was prepared by Edward Echeverria with assistance from
Gerson Simoes Monteiro (Consultant).

II. PROJECT IDENTIFICATION, PREPARATION AND APPRAISAL

Identification and Preparation

2.01 During the first decade of operations (1964-1974) BNH, under the
Ministry of Interior, financed over 1 million dwelling units of which 25%
were low-income subsidized dwellings. As they approached the second decade,
BNH was studying several new enlarged programs to reduce the housing deficit
as well as to meet the new housing demand. The identification mission to
BNH, in late 1974, reported an advanced stage of preparation of a new Na-
tional Program of Sites and Services and slum improvement (PROFILURB) for
which they wanted the Bank to consider supporting through sector lending.
The Bank expressed interest in participating; however, the preparation mis-
sion of June 1975 reported that BNH no longer wanted financial assistance.
They were only interested in technical assistance through occasional visits
and exchanged information. Because of the risks inherent in implementing a
new program nationwide, BNH preferred to finance the trial stage with its
own funds. In July 1977, BNH requested possible assistance for project
financing within the National Plan for Low-Cost Housing (PLANHAP) which the
Bank agreed to consider based on further study of the detailed program. On
receipt of the detailed PLANHAP program in January 1978, the Bank agreed to
participate in a program that would be geographically specific in scope
with an adequate housing mix.

2.02 The institutional focus of the project would have specific goals
and strategies for BNH and the State COHABs. In addition, the financial
issues such as on-lending and cost recovery were to be resolved. Based on
the analysis of their management and implementation capacities, the COHABs
of Metropolitan Sao Paulo, Bahia, and Pernambuco were selected for a slice
of the PLANHAP and PROFILRB programs. In addition, funds for selected
PROFILURB subprojects outside of the three states would be included along
with technical assistance.

Project Appraisal

2.03 In May 1978, the Bank sent the Appraisal mission with the primary
objective of promoting elements of the PLANHAP program aimed at the urban
poor, in particular the PROFILURB sites and services and house improvement
and material loans (FICAM) programs. Specific segments of the 1979-1981
PLANHAP programs were selected in the three COHABs under the CONSO Low-
cost Housing and the PROFILURB sites and services as well as upgrading
mortgage portfolios. Special attention was given to the institutional
development of the COHABs in order to strengthen their overall management
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and delivery capacities. Considerable time was spent in adjusting the pro-
ject mix of housing types for different income levels, squatter upgrading,
provision of infrastructure, and technical apsistance funds. Initially,
the BNH program was limited to final beneficiaries who were already employ-
ed. (This rule was relaxed later on for the PROFILURB Sites and Services
and Squatter Upgrading programs.) The construction methods were to be
labor intensive. Based on the above, the Board approved on January 23,
1979, the US$93 million loan with a total project cost of US$265.7 million.

2.04 Efficient final project designs were expedited. All subprojects
were analyzed for land utilization, pedestrian and vehicular circulation,
and efficient infrastructure, with maximum possible percentage of land
devoted to public use. Site selections were analyzed for travel distance
to employment opportunities for the final beneficiaries. Proven prototype
designs were scrutinized for efficient space utilization, simplified struc-
tures for labor intensive construction, and future expansions. In a few of
the low-cost walk-up apartment sub-projects, precast reinforced concrete
(RCC) panels were designed to shorten construction time. Similar analysis
was made on the designs of the community facilities - schools, health posts
and markets.

2.05 The technical assistance (TA) program within the BNH Research
Department of the Planning and Technical Assistance Directorate improved
their operational manuals of the COHABs to reflect new reporting require-
ments and to make them more useful tools for management control. Improve-
ments in the overall management of the COHABs, raising the qualifications of
the staff, and strengthening management continuity all formed part of the
project. Through TA, the project sought to lower design standards and
infrastructure costs with a program of incentives to the COHABs.

III. PROJECT IMPLEMENTATION

Effectiveness

3.01 Loan effectiveness was delayed due to the changes in Government
at the Federal, State and Municipal levels. While this caused temporary
delays, the changes resulted in greatly improved management teams at the
State COHAB and municipal levels which in turn accelerate project implemen-
tation. In May 1979, a new Department was created on a national scale for
the Program of Substandard Housing Eradication and Social Emergencies
(CESHE), with the PROMORAR (Eradication for Substandard Dwellings), to ur-
banize squatter colonies and upgrade slums. Since eligibility was limited
to families earning less than 3 minimum salaries, these Programs were of
great interest to the Bank. The basic concept was to provide security of
land tenure and improve their environment through provision of infrastruc-
ture and services. PROMORAR emphasized the preservation of existing commu-
nities with the minimum of population displacement. This process implied
extensive community participation in the planning, design and implementa-
tion. Changes in the project were made at a later date (para. 3.02) to
include this program.
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Sites and Services Problems

3.02 By the end of 1980, the BNH and the COHABs were having great
difficulties in promoting the sites and services program (PROFILURB). Many
of the completed projects, not financed by the Bank, were unoccupied for
several reasons. The sites, especially in the metropolitan areas, were
poorly located - remote from existing employment centers, social services,
and adequate transportation. The cost of an urbanized lot was relatively
high so the families that could afford it chose other alternatives. It was
unrealistic to think that a head of household could find time after work to
organize the delivery of construction materials and work on his new house
located many kms. away with no public transportation easily available.
Furthermore, he ran the risk of having his material stolen. Only where the
sites were close at hand was there an incentive to build. In the final
analysis, the self-help shelter solutions cost the beneficiary more than a
finished "embryo" unit of 24 m 2 on an urbanized lot built by contractor.
The individual, in most cases, had to make a second loan for the construc-
tion materials. In 1981 a high government official, during his inspection
of the COHAB-PE projects in Paulista (outskirts of Recife), remarked that
"I don't want to see any more cemeteries" on looking over 2,000 "wet walls"
of the Sites and Services project with not a single dwelling. Over time,
almost all of the sites and services sub-projects were supplemented with
"embryo" units of 18 to 24 m2. On August 5, 1981, the Bank agreed to amend
the loan to reflect: (i) substitution of finished houses (embryo) for ur-
banized lots; (ii) reduction in material loans program (FICAM); (iii) in-
crease in infrastructure components; (iv) modification of upgrading to in-
clude specific projects - Brasilia Temosa Recife (Pernambuco) and Salvador
(Bahia); and (v) re-allocation of proceeds of the loan.

3.03 The combination of delays in implementation, inflation and ero-
sion of the value of the CR$ to the US$ dollar in 1982-83 (lack of counter-
part funds) resulted in BNH's request to extend the closing date, by one
year, until December 31, 1984. In 1984, the closing date was extended and
the number of beneficiaries were increased along with the number of pro-
jects which were approved by the Bank. In addition, the SAR implementation
schedule was over optimistic in resolving the management and organizational
changes that occurred with the change in Government, but, as noted above,
this resulted in a stronger managenent team.

Innovations

3.04 Several innovative construction techniques were financed. In the
Camarugibe River Basin slum upgrading, Salvador-Bahia, URBIS had started
construction of integrated stairway and walkways with manageable RCC pre-
cast components, formed by channels set in compacted earth with a slab on
top, making an integral step and walkway and storm drainage channel. With
horizontal as well as vertical flexibility, these elements warped through
the barrios without displacing dwellings, no matter how provisional. This
was a cost effective solution especially for hillsides and gullies. Inno-
vative building construction systems were used in Recife and Salvador
Metropolitan areas; contractors bid successfully on construction of four-
story walk-up apartments using pre-cast RCC panel. One used tilt-up
panels, poured on a slab, while the other built a factory. Unfortunately,
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the better quality of factory-built panels were more costly and the con-
tractor eventually closed the factory. If he could have expanded his
market, he was confident of becoming competitive by increasing production.

Completed Project

3.05 For Part A - Shelter Solutions, the three Housing Corporations,
COHAB-SP, COHAB-PE and URBIS-Bahia, built 59,586 shelter solutions through
their CONSO, CESHE and PROFILURB portfolios - 16% more than the SAR esti-
mates but of a different mix. The COHAB-SP SAR programmed 7,000 solutions
of CONSO/CESHE and 15,500 sites and services while 14,430 solutions of
CONSO/CESHE and only 259 sites and services were produced. The COHAB-PE
SAR programmed 10,000 solutions of CONSO/CESHE and 11,800 sites and ser-
vices solutions while 19,210 and 14,281 respectively were produced. How-
ever, all the sites and services were subsequently supplemented with embryo
units (Annex 1, Table 1). The URBIS-Bahia SAR called for 2,500 CONSO/CESHE
and 4,500 sites and services solutions while 4,286 and 7,120 respectively
were produced. Again, all of the sites and services were supplemented byembryo units. For Part B - Infrastructure and Comnunity Facilities, COHAB-
SP did not build any since their most urgent needs were completed shelters
for a waiting list of over 100,000 certified low-income families. COHAB-PE
and URBIS-BAHIA exceeded their targetss by 10 tims and other State COHABs
built 8 times the volume of infrastructure as the two original COHABs. The
largest increase came in Part C - Squatter Upgrading, Embryo and Infra-
structure, when other State COHABs responded to their urgent housing short-
age by providing low-cost 35,707 shelter solutions.

Quality of Work Completed

3.06 The quality of work completed varied between the State COHABs.
Many of the pre-cast exterior panels had to be re-caulked to control the
dampness during the rainy season. Site plans were very spartan and lacked
1,andscaping. The large scale "conjuntos" of 4,000 to 5,000 apartments con-structed of 4-story blocks in monotonous parallel rows (in the three metro-
politan areas) produced poor _living environments. Due, in part, to severe
topographic conditions, they were rarely arranged into social groupings.
In addition, such large monolithic assemblages of a single income group had
little social stratification. Fortunately, BNH has now recognized the
environmental and social deficiencies and has vowed to build no more.
Future projects should be limited to a maximum of 400 to 500 apartments of
any one type, designed with social grouping of 80 to 100 apartments with
net- (site) densities of a maximum of 350 person per ha. to allow for open
space and community facilities. Nevertheless, the shelter solutions pro-
vided an improved living environment at the least cost.

Costs, Disbursement and Procurement

3.07 The final cost of the project was US$460.5 million compared tothe SAR estimate of US$265.7 million. The increase in cost is in directproportion to the increase in beneficiaries of direct shelter solutions and
upgraded low-income areas (Annex 1, Table 1). The average unit cost of theCONSO (standard low-cost apartments) and CESHE (low-cost shelter) ranged
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from US$3,410 to 6,120. The highest costs were in CORAB-SP 2 / anc the low-

est costs were in COHAB-PE. The lowest cost was due to a greater propor-

tion of CESHE shelter solutions. The sites and services average unit cost

ranged from US$402 to US$2,314 in COHAB-SP and URBIS-BARIArespectively.

The high cost of URBIS was due to the high cost of land. All costs are

calculated by BNH in UPCs (Standard Capital Units) which is also expressed

in CR$. With the erosion of the value of the CR$ in relation to the US$

due to inflation, the value of the UPC to US$ fell dramatically from US$14

per UPC to US$11.00 in the first semester 1980, with a 2nd fall from

US$10.5 to US$7.6 in the second semester 1983 (see Annex 1, Graph 1). In

US$ value, there was no cost increase due to inflation - in fact, the pro-

ject cost was deflated in the US$ equivalent by about 8%.

3.08 Disbursements were made against civil works as well as construc-

tion materials and some equipment. By the end of 1982, disbursements lagg-

ed by 15 months, (see Annex 1, Graph 2). Due to the financial crisis of

1983/84, the Bank's Structural Adjustment *Program (SAP) was introduced,

and, in early 1984, the disbursement percentage was increased from 35% to

50%. In addition, a Special Account of US$6.0 million was established. As

a result, disbursements increased sharply, and the loan was fully disbursed

by July 1985.

3.09 Procurement. Procurement was in accordance with the provisions of

the Loan Agreement and Bank guidelines. The components were sensibly pack-

aged in bidding documents to achieve economies of scale. Most of the con-

tracts were between US$1.0 to US$1.5 million so that local firms could

participate in local competitive bidding procedures. The bid evaluations

were consistently thorough involving over 120 contractors.

IV. INSTITUTIONAL PERFORMANCE AND DEVELOPMENT

Performance of BNH and the COHABs

4.01 Since its creation in 1964 BNE has undergone many institutional

changes to expand the size and scope of its programs. During 1979/83,

several new housing programs were established. The National Program of

Housing for Union Workers (PROSINDI), the Housing Program for Public Ser-

vants (PROHASP), the Housing Program for Public and Private Corporation Em-

ployees (PROHEMP), and Cooperatives (INOCOOP) were organized at the State

COHAB levels with earmarked funds. All of these programs have provided

substantial benefits to employees down to 2.5 minimum salaries. To improve

the land assemblage, the Land Mobilization Directorate was created to ac-

quire land, sufficiently served by infrastructure, that would increase in

value when developed for the benefit of the public. The most significant

change occurred in May 1980 with the creation of the Program for the Era-

dication of Substandard Dwelling (PROMORAR). As a pioneer program the main

objective was to urbanize squatter colonies and to upgrade slums. A com-

pletely new Department in BNR was created to manage this program. Families

in favelas, slums and stilt housing over tidal flats with 3 minimum sala-

ries or less were eligible under the portfolio of Sub-standard Housing Era-

dication and Social Emergencies (CESHE). Monthly payments were 10% of a

minimum salary (US$40) with a 30-year amortization period. While PROMORAR

2/ The standard 50 m2 low-cost apartment in 4-story blocks cost US$6,800.
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successfully completed many projects, the total number of shelter improve-
ments fell short of the target.

4.02 In April 1984, to complement PROMORAR, BNH launched a national
program of aided self-help construction (MUTIRAO) in response to: (i) the
SFH crisis of scarce financial resources; (ii) an increase in demand for
shelter for families with less than 2 minimum salaries which, by then, re-
presented the majority of urban population; and (iii) a desire on the part
of low-income families to build their own dwellings. Traditionally, the
poor of Brazil, like other developing nations, have built their own dwell-
ing (no matter how precarious) in spontaneous squatter colonies. It re-
mained for BNH to give direction to their goals and energies. With SFH
vastly reduced resources, housing repayment difficulties, and inflation of
200% per annum, the program was stimulated at the national, regional, and
local municipal levels. Incentives and alternative technologies were
adopted to minimize costs of shelter as well as infrastructure. Improved
TA and training programs were launched so that the poor could have quali-
fied skills to construct not only the housing but infrastructure as well.
Through these changes and through substantially lowering of standards, BNH
has been able to enlarge its programs so that families of one minimum sala-
ry benefitted, with successful cost recovery through cross subsidies.

4.03 In the 20-year period from 1964-1984 BNH financed 4,273,000 dwel-
ling units of which 35% were low-cost subsidized dwellings. During the
previous 26 years (1938-1964) only 138,000 low-cost dwellings were financ-
ed. To accommodate these additional programs, BNH went through additional
reorganizations during which regional offices of BNH were established in
the capital cities of the major states. The shelter benefits had the
greatest impact in the states of the Northeast where proportionally, sub-
standard housing is the greatest. 3 / Initially, this caused delays in pre-
paration of quarterly reports and low disbursement. Training programs were
set up which continue to orient the State COHAB executing agencies.

Bank Group Performance

4.04 The Bank responded favorably to the adoption of the PROMORAR up-
grading program which was designed to preserve the existing social struc-
ture. Bank funds were adjusted to enlarge the CESHE program and adjust-
ments were also made in the sites and services targets to provide embryo
shelter solutions. Considerable Bank staff time was required to formalize
these changes. Increased supervision was necessary in 1982 to improve
quality of construction, set up a special account mechanism and assist in
achieving the full commitment of loan funds.

V. FINANCIAL AND ECONOMIC RE-EVALUATION

Sao Paulo, SP Financial Re-Evaluation

5.01 Due to time and budget constraints the re-evaluation was limited
to the COHAB-SP and URBIS-Bahia. COHAB-SP received its principle funds
from BNH through diverse lines of financing for construction and sale of
3/ Urban Development in the Northeast Region - Special Sector Report -

1/14/87.



housing at interest rates varying between 1% and 6% per year with monetary
correction based on the changing value of the UPC. The amortization period
established by BNH varies up to 30 years with a grace period of one year.
The summary of the financial status of COHAB SP is presented in Annex 2,
Tables 1, 2, 3 and 4. COHAB-SP expanded its operations during 1979-84 with
lower interest rates, compared to previous years, and longer amortization
periods. The changes, introduced by BNR after 1979, provided greater
access to financing ownership housing for the lower-income families down to
the 3rd and part of the 2nd deciles. In respect to the total assets, the
number of housing loans increased during the period by 14.5%.

5.02 Total assets, in US dollars, increased over 100% during 1979-84
while the operational receipts, in dollar terms, increased by 152% against
an increase in operational expenses of 456% as shown in Annex 2, Table 2.
These findings were verified in accordance with the regulations of the
Federal Accounting Service 084-12/1979 which required the COHABs to under-
take annual internal audits of their assets and real profits with partial
deferment of the detailed examination of gross profits from the mortgage
sales until the amortization periods and residual loan amounts contracted
were regularized. A more realistic financial position would have been
obtained from an analysis of gross profits from the mortgage portfolio. In
view of the above, in 1980, the COHAB-SP adopted procedures to defer re-
sults of future exercises, gross profits from sales, and amortization peri-
od for residual units until new regulations were approved. They limited
their analysis to the portions of the cash received from the monthly
mortgage payments. The criteria used in the 1979 audit related profits for
sales from residential units to their amortization period. The change in
criteria in 1980 brought a reduction in profit, liquid assets and conse-
quent increase in the financial potential for future years.

5.03 The differences between the COHAB mortgage receipts and the COHAB
repayments to BNH between 1979 and 1985 are presented in Annex 2, Table 4.
From 1979 to 1982, repayments to BNH varied from 52% to 32% while in 1983
repayments increased to 89.7%. This was due mainly to the efficient
collection of mortgage payments. However, in 1984, mortgage receipts
dropped which required a large retention by the COHAB. In 1985, receipts
increased slightly permitting a larger repayment to BNH. During that
period, BNH quickly created a mechanism for re-negotiating the indebtedness
by re-adjusting the inflation index for the terms of the loans to make them
more compatible with the incomes of the mortgagors. The Federal Government
policy of limiting official salary increases resulted in a lower index than
the System of Rosing Finance (SFH) adopted for the periodic upward adjust-
ments in their mortgage payments. Their monthly payments had escalated so
high that they were amrtization amounts in excess of the value of the
housing. The tens of thousands of families who stopped their mortgage pay-
ments for a year or more had their payments eventually readjusted downward.

5.04 The total assets of the COHAB-SP, as of December 31, 1984, were
CR$ 964.6 billion cruzeiros. The mortgage loans totalled CR$ 720.0 billion
or 75% of the total assets for the same period (Annex 2, Table 1). The
loans are guaranteed by the real estate mortgages based on market values.
Further, the municipality of Sao Paulo agreed to repay BNH up to CR$ 676.0
billion in case of default in the CORAB repayments. Further, the COHAB-SP
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has titles to properties that represent 15% of their assets - composed of
disposable real estate properties valued at CR5 18.2 billion, land CR$ 25.4
billion, and projects in the development phase of CR$ 107.2 billion. Out-
standing loans in arrears of CR$ 22.3 million as of end of December, 1984
(contained in current assets) represent 3% of the mortgage portfolio which
is a satisfactory operating index. The COHAB-SP in December 31,1986 par-
ticipated with their own funds to approximately 22% of the loans. By the
end of December 1984, the financing and refinancing reached CR$ 881.0 bil-
lion or 84% of the obligations of COHAB-SP achieving a positive cash patri-
many (capital and reserves) of CR5 162.0 billion in excess of the assets
mentioned in para. 5.02 and ultimately affecting gross profits. This, of
course, would increase the liability to CR$ 1,055.7 billion from CR5 964.6
billion (Annex 2, Table L). Other costs, consisting of 1% of COHAB-SP
liabilities, were from suppliers and services.

5.05 The financial position of the CORAB is relatively well protected
against inflation as the mortgages are expressed in UPCs and the excess
cash reserves are invested in real estate "titles" indexed to inflation and
guaranteed by the Government (ORTN). However, adjustments in the UPC, in
1979 and 52% in 1980, remained considerably lower than the inflation rate
of 77% and 91% respectively. For 1982, 1983 and 1984, the Federal Govern-
ment maintained a policy of adjusting the UPC in accordance with infla-
tion. It is important to note that BNH did not update its real estate port-
folio and as a consequence the liquid assets were valued well below their
market value of December 31, 1984. On the other hand, the COHAB-SP made a
provision, in its internal audit of their real property inventory, for a
grant from EMURB (the Urban Development Corporation of the Prefectura of
Sao Paulo) of 26 areas of about 2,200 hectares located along the limits of
the metro. It is estimated that these areas have a value of CR$ 44.0 tril-
lions using a low market value of CR5 2.0 million (US$142.00 per square
meter). (Many of these locations should be developed as multi-purpose com-
mercial, service and residential centers, not as single-use housing.)

5.06 Conclusions. From analysis of 1979-84 and prospects for 1986,
the COHAB-SP has a satisfactory financial position as seen in the analytic-
al tables. For 1986, it generated internal cash assets of US$8.2 million
and a solid financial situation in terms of the magnitude, assurances and
satisfactory return on its assets.

URBIS - Bahia Financial Re-Evaluation

5.07 For the URBIS-BAHIA, the principle source of funds is BNH through
their various lines of financing for construction and sale of housing on
the same terms as COHAB-SP (para. 5.01). The summary of the financial
status of URBIS is presented in Annex 2, Tables 5, 6, and 7. During 1979-
84, URBIS expanded its operations (with lower rates of interest and longer
amortization periods compared to previous years) in line with the changes
introduced by BNH during 1979 to facilitate access to home ownership for
the lower-income population (para. 5.01). In respect to the total assets,
the number of loans increased during the period by 11%.

5.08 The total assets, in USS value, increased 9% during 1979-84
(Annex 2, Table 5). The operational receipts, in US$, for the same period
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increased 336% and operational expenses increased 395% (Annex 2, Table 6).
Gross profits during this period were positive; however, when the general
management and administrative expenses were deducted the results were
negative for the period 1980-84. These expenses vary with the magnitude of
the annual investment program, but BNH regulations limit the percentage
that they can charge - 4% to 8% of the construction contracts. This is not
sufficient to cover the costs of land assemblage, site planning, engineer-
ing, unit designs, supervision and sales. Thus, the deficit is covered
annually by subsidies and grants from the State Government of Bahia (Fondo
Perdido) after deducting the negative monetary corrections in accordance
with the legal criteria of the difference between monetary correction of
the liquid asset and the monetary correction of the permanent assets. In
this manner, URBIS had a positive .cash flow for- 1980-84 with a low rate of
return (Annex 2, Table 7). This low level of profitability did not permit
URBIS to maintain sufficient working capital during 1979-84; liquid assets
were 3.2% of their liability in 1979 and 2.2% in 1984.

5.09 For December 31, 1984, the total assets of URBIS were CR$ 238.0
billion cruzeiros and mortgage loans were CR$ 136.0 billion representing
57% of the total asset (Annex 2, Table 5). The loans were guaranteed by
the real estate mortgages based on market values of the properties. In
addition, 32% of the assets were composed of projects in phases of develop-
ment estimated at CR$ 74.6 billion, and land at CR$ 2.2 billion, and 6% of
assets covered cash, deposits and bonds of CR$ 14.5 billion. The loans in
arrears for December 31, 1984 represent 0.7% (CR$ 1.062 billion) which is
unusually law. URBIS participated with their own resources of 3.8% of the
loans by the end of December 1984. Financing and refinancing of BNH came
to CR$ 225.0 billion or 95% of the liabilities of URBIS through December
1984. When the credit of CR5 82 billion, due to adjustments to contracts,
is deducted the percentage dropped to 91%. There are other liabilities
that represent demands on URBIS through 1984 of slightly more than 3% of
their obligations.

5.10 The financial position of URBIS is relatively protected against
inflation as all mortgage loans are expressed in UPCs and the excess cash
reserves are invested in real estate properties indexed to inflation and
guaranteed by the Government (ORTN), (para. 5.05). However, the financial
performance of URBIS in 1985 has declined and the prospects for 1986 are
poor given the general economic conditions of the country, scarcity of new
financial resources and recent increase in delayed mortgage payments. In
addition, the State Water Company has not adequately serviced the new hous-
ing groups causing considerable stress to the occupants. They don't want
to pay for poor service.

5.11 Conclusion. The financial position of URBIS during 1979-84 and
the prospects for 1987 are unstable requiring both short-term and medium-
term assistance. They must increase their operating revenues, (through im-
proved collection services), curtail administrative costs (and recover
their full costs), increase state transfers (earmarked for subsidies to the
lower-income families) and increase financial assistance from BNH.
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Problems of Budgeting and Financial Planning of the two COHABs

5.12 It is important to note that during L979-1984, accelerated in-
crease in the cost of construction due to inflation was not followed by
corresponding indexing and adjustment in the UPC value. This resulted in a
large reduction in the number of contracting firms which reflected nega-
tively on the planning and development of the COHABs programs. On the
other hand, the accelerated increase in cost of construction also created
problems with the remaining contracting firms due to inflated cost
increases over their original bids. This in turn affected the level of
affordability to low-income families.

5.13 From the beginning of the decade of 1970, the Municipal govern-
ments have been unable to cope with the increased problems of squatters in
urban areas and the existing legal instruments for orderly urban develop-
rent were ineffective in dealing with increased land speculation. As a
result, the exaggerated land prices in the higher-income areas provoked a
general increase in land prices over the remaining urban areas of a city.
This in turn increased the cost of urban development - infrastructure,
transport, etc. In addition, there were no viable alternative locations
for low-income housing than the outlying areas with high transport costs.

5.14 The construction materials industry was not structured or organiz-
ed to cope with the large fluctuation in demand. This in turn caused
periodic crises in the availability of some construction materials.

5.15 Over time, a series of housing proposals and programs evolved
into an ad hoc BNH housing policy with a combination of social objectives.
In response to these policy changes, the COHABs were constantly forced to
restructure their operations. In the absence of long-term planning, BNH
was forced to invest in loans and programs that did not meet the basic so-
cial needs of shelter. A rational planning system in BNH is now emerging
within the framework of State and regional programs aimed at integrating
investments to optimize the three lines of credits: housing, urban infra-
structure and basic sanitation. It should be noted that without the cross
subsidies of the State Water Company, BNH as housing agency only would not
be financially viable.

5.16 The increase in arrears of monthly mortgage payments, as a result
of Federal Government actions in 1983, (restricting salary increases to a
correction index below the SFH adopted) continues as a serious financial
problem requiring additional loan adjustments.

Project Affordability and Cost Recovery

5.17 The BNH comparative study of rent to mortgage payments under the
housing finance system (SPH) during 1979-82 revealed that in the State of
Bahia, the ratio was relatively high (5-7) for CORAB type housing of the
4-story blocks of apartments. It was clearly more beneficial to purchase
than rent. However, in the case of cooperatives housing and those financed
under the Brazilian system of savings and loans, the ratio was 1.7 to 0.75
(Annex 2, Table 8). The study concluded that the COHAB housing program,
with its policy of cross subsidies (offered under SFH system for low-income
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families along with selected locations for the sites and services projects)
have produced viable shelter solutions for many low-income famLlies of less
than 3 minimum salaries. Cost recovery has been hampered by the high in-
flation rates. Salaries of employees were not indexed to the extremely
high inflation causing a severe erosion in purchasing power. This resulted
in large rent strikes and massive mortgage refinancing schemes (para.
5.03). While the data is not complete, the general impression is that less
than 80% of the loans are fully recovered.

VI. CONCLUSIONS AND RECOMMENDATIONS

6.01 The principal objectives were achieved: (i) to promote the low-
est cost elements of PLANHAP--PROFILURB and FICAM programs, squatter up-
grading, and lower design standards for housing and infrastructure; and
(ii) to contribute to the institutional development of the COHABs and
strengthen their overall delivery capacity. While the FICAM program (part
of the project), of financing individual construction material loans was
cut back due to lack of promotion, other states and municipalities took
good advantage of this line of credit in non-Bank financed projects. It
would appear that BNH was more interested in using Bank financing for pro-
duction of new shelter solutions more than promoting self-help construction
of minimum shelter solutions. During the period of high inflation, BNH had
opted for the more formal program of CONSO, but then found that the cost
recovery was thwarted by arrears in mortgage payments while squatter up-
grading, which was more difficult, had a higher cost recovery because it
was affordable. While the financial problems are serious, they represent
fixed costs that the Bank can do little to change. (In fact, they have to
be scaled up to improve cost recovery.) There is still ample room to im-
prove the planning, design and engineering. In fact, the project success-
fully lowered standards and costs over the four operating years.

6.02 Recommendations

(i) Urban upgrading with shelter improvements and/or new embryo
shelters is a cost-effective program for low-income families
(less than 2 minimum salaries) at 1/4 of the cost of new standard
solutions - i.e., walk-up apartments. Even though the developed
densities are half those of new 4-story apartments, the Bank
should give the greater emphasis to urban upgrading rather than
new standard solutions. Low-income squatter families in the
established urban sprawl are part of an informal economy which is
also improved with the urban upgrading programs.

(ii) Large conjuntos of 4-story apartment blocks of 4,000 to 5,000
dwellings (for family incomes of 2.5 to 5 minimum salaries)
should not be planned or built. They produce an anti-social en-
vironment of monolithic structures composed of a standard single-
type unit; they are too large to be integrated into existing, or
to be formed, neighborhoods; and they become more of a social
problem than a solution - difficult to administer. In contrast,
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(iii) Community planning, site planning and dwelling unit designs need
to be coordinated to achieve a better living environnent.

(iv) Innovative solutions such as pre-cast RCC components of steps/
walkways and drainage channels were successful in squatter upgrad-
ing, especially on steep slopes, and should be adopted for simi-
lar projects in the future. In contrast, pre-cast RCC building
components for standard housing solutions, on the scale of this
project in the three metropolitan areas, is not recommended.

(v) Land banking of the COHABs should be based on smaller parcels of8
to 10 ha., that can be, integrated physically and socially and
avoid the larger outlying remote sites lacking public services;
and

(vi) the COHABs service charges for the cost of land assemblage, site
planning, engineering unit designs, supervision, and sales,
general management and administration must be increased to elimi-
nate the large annual state subsidies.



ANNEX I
Table I

BRAZIL

SITES AND SERVICES AND 1DW-<DST HOUSING PROJECT
Lan 1654-BR

SAR ESTMES 1979-1981 - AC11AL J 1979-64
No. of Costsa/ -No of Costs b/

No. of Constr. 1,000 '00000 D.U. 1,000 000,000
D.U. Matl.Ins. UPC US$ UPC USS

PART A - Hosing 51,300 23,800 11,493 169.6 59,586 21,977.7 219.7

COHAB - Sao Paulo (22,500) - (5,260) (77.7) (14,689) (8,841.7) (88.4)
- Dwelling units

((ONSO & CESHE) 7,000 - 2,045- 30.2 - 14,4330 8,831.3 88.3
- Lots - S & S

(PM0FILURB) 15,500 - 1,550 22.9 259/ 10.4 0.1
- Construct. Mntl.

loans (FICAM) - 11,100 1,665 24.6 - -

.DHAB-PER (21,800) - (4,869) (71.8) (33,491) - (9,212.1) (92.1)
- Dwellin units

(ONSO & ESHE) 10,000 - 3,000 44.2 19,210 - 6,565.5 65.7
- Lots - S & S

(PROFIURB) 11,800 - 1,239 18.3 14,281c/ - 1,872.9 18.7
- Comstruc. natl.

loans (FICAM) - 8,400 630 9.3 - 2,295 773.7 7.7

URBIS - BAHIA (7,000) - (1,364) (20.1) (11,406) - (3,923.9) (39.2)
- Dwelling units

(CDNSO & ESHE) 2,500 - 750 11.0 4,286 - 2,276.4 22.7
- Lots - S & S

(PROFIUURB) 4,500 - 270 4.0 7,120c/ - 1,647.5 16.5
- Comtruct. mati.

loans (FICAM) - 4,300 344 5.1 - - -

'ART B - Infra and
Com. Facilities -- 2,504 36.9 7,148 - 12,103.4 121.1

-Sao Paulo OGHAB - - 526 7.7 - - -
QBAB-HE - - 487 7.2 905 - 1,157.5 11.6

. Squatter upgrad. - - 1,356 20.0 - - - -
- BAHIA-URBIS - - 136 2.0 436 - 2,273.5 22.7
- Other COHABs - - - - 5,807 - 8,672.4 86.8

PART C - Squatter

Uprdn, E MYO
Units & Infrst.

Other States - - - - 35,707 - 11,966.3 119.7

PART D
Others - S & S

(PRDFIURB) 10,000 - 1,200 17.7 - - -
Contingencies 2,813 41.5 - - -

TUlAL 61,300 23,800 18,011 265.7 102,441 - 46,047.4 460.5

a/ Jarmary 1979
b/ December 1984

c/ Supplenented later with E)BING
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Brazil
Stes & Servcs & Low-Cost Housing Projet

Loan 1654-R Project Completion Report

Expenditunes and Disbursements

$m
300-

250

• Eppediturom by DNH

Stimatecs SA Dlspursrst

200-

150-

100-

-. 0

I/ i|| lit [V i I t IV I Il 1i IV I li Il I I | I I V I
1980 1981 1982 1983 1984 1935



MR

SITES AND SlEKVItLS AND 60 -COST HOUSIN( PKOXICT
LOS16% OF

COJiABI - SAO I'AI)

$AIANCEL SEErTS AS Ok' 1)ECLM4WH 11,

0UU0.000 CI$ nd 000 US$1)

19 7 9 13 0 198 1982 19 3 1 9 8 4

11r$ US$ d (35)r$ us1 Cr5 U15r$ US C r US

cowwit:T Assc&TS
ii ANi HANKU 154 8. 324 113 9 141 23 142 18. 320 6.605 26.141 12 972 13.183 2. 92 906

TitASuuE LtrI1I1te - - -- - 19.161 6.206

15 14'2AI4IL-511441 9 212 33 501 LJ2 I 141 785 L io 2.987 3036 22. 341 7.019

'P1 0 t11At 141/ ASzCIS Il1 4 11, 110 1.928 8.8 6.,71 1.940 1.615 10,896 11.073 42.765 13.431

SIl TAi ........ 540 12 .9 I ut 12 229 A.12 26. 18 9.330 36.926 26.055 27.292 87.771 27.566

Ij ANS JLMVA1 IJ-lia; 'n:3M 4.947 I0 LbIsI 12.918 198-.3 14.726 271.721 89.d68 355.67j 251.512 255.602 871.019 273.561

' r1ER IA.411t, M 6) 1 L _.924 1.174 20. 915 1,1 _10,462 2.19j 9.471 5.687 5.779 __9

S0Ti I TAI . ....... 1.I ie.142 14. 352 219.115 16 06) 281.153 92.261 365. 144 257.199 261,.381 811.028 211.564
'IXLI A45S1TS 16 Z. 7 14 2,_ _ 256f 617 2.442 1.616 1.701 5.890 1.850

T1.1.rAL ASs:'s 4 l.26 147_. 1. 127 2)4.000 19.161 i11.115 102,208 404.512 285.730 290.3176 94.689 102.980

1. 1 All 11, 'IVrI s

CUgkLNT I.lAnslLVrrVs

ACCOUN'T IAVAl. W7 2.1"1 242 3..69 L 560 4.182 1.308 5.177 1.199 1.218 8.276 2.599

bPil's1 10 215 28 421 66 516 180 7112 322 127 656 269

1AJANS 1CUHJLN'V 99 2.Ila 441 8- 244 259 2.021 502 1.987 1.985 2.018 5.331 1.614

01'H4 CI.Md1r 11IAltIL 22 4u 7 04 3. 161 231 914 197 200 1.239 309

SuL A I.. 1244: .51)1 811 12. )18 1.289 10.086 2.221 8.790 1.703 3.763 *5.702 4.931

ING4 -T _M 11 All I II I

11A85-Ittdt; TI:l$1M 5.543 3 1WY.25 11.421 204,903 19.011 105.266 98.875 391.321 284,408 269.032 876.105 275.187

ITHEs - - 1t 2 2119 2.261 63 A.416 1.021 1.044

SULV11T11%AL,. s441 110.285 1 3- "' 201. 40 -19. 112 307.528 99.718 394.1317 285.415 290.076 878.105 275. 187

CA'lTAl Ji.. L. 40 4ul 1.06- 69$ 5.462 1.366 5.406 4.852 4.911 11.555 3.629

ba-:5 tvI:S/4ll,1:ll 112 4-044 442 4.12 417.213) (56.471 125.301 100.13 105.561) 117.271 N05,}1181 12.2151

ed0Al.T'AIt) .1l44:1tISIS
I1a - 2.4th 5.691 44.510 24.144 95.714 97.301 98.681 464.445 145.668

46lea4 15 .41,1 9_l I I 28t. _ 828) 4 6.4_9 249 985 _J440 1_3.461 _1082 22.262

otAI. lAA3.I.s b. 2/6 141.St 15. 12/ 214.000 P1 1 311.135 1a?.tms 404.512 285.730 290.116 964.689 102.980

Lti$1 42. ',5, 1 1217, 252,6/ 964,00 3.14 40



SMAZ Ii.

88T65 AND1 5E VIKS ANiB LOW-COST MOSiNG race

SteelARY CASM FLOW

CUItAb - SAo PAUL)

4000.000 Cr8 and 000 US)3

19 7 9 9 8 0 1 9 6 1 1 9 A 2 19 8 3 1 9 6 4

crs M3E Us) Icr$ US$ cr) ii5 us rsU$Mr s

I - Reculta de At IvIdIJdes
Operatonab 1.696 19.91' 1.9117 59.802 

8 .k80 66.807 24.677 91.665 81.012 82.29 320.660 100.709
(04kATIOaL MMUSU)

11 - Iespesas de AtIvidadeb
UIIeraCIOnaIs 1.419 11365 A.559 54.JJ6 15.478 121.111 41.496 164.230 51.225 159.781 590.292 185.393

(OPELRATIOAL EKrENS1s)

III - Resultado ruit, 219 6.560 158 5. 46 (6.940) 1(54. 1041 (16.019) 166.565 16.213) (7i.45 069.6321 (4.684)
(CROSS rVUFIT)

IV - lrgiVis tel a , .- A1wiin s
t lat I vas 125 2.919 225, 1. 4s5 486 3.801 956 3.784 2.795 2.840 11.001 3.454

(CM & ADM1N. kxtNSES)
V - Hesul tad iJup .*.ona I

Liquido 154 3.621 131 2.011 (7,426)158.107) (17.7751 (10.34 79.0001 480.29 90.631) 486.136)

(OPIExATIUtAL PROIIT)

VI - kesullad Nau oiai tonaI (I t) 1-198 (181) - 2.87u 4435) (1 40) 6.6B5 26.457 18.565 39.,192 257.436 60.853

(WOFLMGEAT. uruEN.)

VI1 - Itesulubkk IJiut) d. tiwk1cto 18 421 1 551 I O 7.861) 461.510) 11.090) (43.89 40.443) (41.10( (23.195) (7.285)

(CASHd SAI.AN4F.) 1$S) 42.L5 65,50 121,10 252,67 984,00 3.184,00

GSM/



eA S

wasi as stanhES S lWeD? 96U6761 FmanC

- o hla SAO PAu1,o

, Am CAIm FAwm fTATmfnfS

1'000.000 Cr4 and O0 ilT

4 r S T 0_I I C A . !STIMATh

ST t a 9 T 8 it 3
navilorin uT I 'As11 US

Setice rafl ietta de Servge 1.270 399. 1.612 774,5 212.971 11.346.
6oen Zanrse Epr s ConedldC* 1 0. 3 6 0.4 -

Rsevenus Treasures bise Ju4ros de Vor*6 m14 turtes a
depestee 11.114 9.231,9 24.67 Z.s04.1 334.144 24.202.

Other Outrae j 36A __, L.jjdj j

T0OM, 1IlI04 RhTA TOTAL 30.940 9.7ti7, 32.443 L5.0 563.43 40,71.0,S

Adaattntsrttve lxpenms Delves e atna&trttwe. 9.448 2.09119 41.299 4.901.0 27099 9.341.1
ranesa Kansew. Ocuasias isoCelIras 3 3 2 34 , .057 L9.141.0

aOter *wpeme Qua Den4 ma ...4fl . 419 -AO..1Z5I __. , 3 .. .-

TMAL 5PC65ta OtSPESA TOTAl 10.049 1.14.1 49.1L1 4.9134 0.29t 32.131.4

re amflar, casM delffnarmh <:tu n r Oa CAr& 20a tJiJ ILL. (1 U 11.436,6 LL3 2j

ntrrin Caan eneraten 3eragc raterna de ats 20.191 6,56L.2 16.1441 1.4)6 13.112 6,17,.1

tan PraI.pL antieacton Aaninqa 4*. %tuActes 26.5111e) 4.127, 47997 1.929, 41.996 L.667,3

Lose ia Emprhttane do 914 14.Ll7 L0.727,6 $7.049 1-79

Depeattmet of Mitdralake 1epduisor.a1lo LiquldeS de

Iteaos * geques 17e4o 11,2-0 193.19 11.6011

Cther 5otraa rants _499 -,,,IJ ,4.1

TOTAL oucS TOTAL oAS reWMS 120-Z12 a7 1. 349.162 is.421n0 .94.n9 .12.2

Nw t4an8 savet cto4nittmos *og1at* 431597 13.409,& 144.710 144.1 - -

eo Servie-AmrttAinceo tt 1d4-Aamarttag
b14 1N 1 l 3919-8 14 b , S2.613 1.340,

£prirn".mo 42.1 3 1. L 4. 847 44,1 • -

3ther Utram Apucatee 1j,, 4J.A A '' .. L.. .

TOTAL AJPLZCATIONU - OTAL Ot js103 dilai 1L 22d LLLU.. Aid

4et :Nanq. :in lartaqio liquda de zatza J, :4. 42 u=4

St L 14 1~ -104"t1 7

(L) T.e e@mac. 044nc. *r' Itch #4lut or t-i Mij 4*f Fit ontI'l 1 [G Ill
3 uCm tfntane. t. s.eamt to lh i !6b-4i)

(1I L4TiWCfOl Vf CtESO6



BRAZIL

SITES AND SERVICES AND LOW-COST MOUSluc PROJECT
Loan 1654-t -~-

COMAt - SAO PAULO
PRESTACOES RECEISBiiAS DOSiiff0ijiioS - RETORNO Do SNN

(Mortgage Receipts and Repaymat to Ml)

Gfl5-flKn"z ft"B WaYErMs mWAISDR IN Z laofm
A N o mmGins Oin IN Gal

(A) (a)(A)-(C C/A c HD (0)

1 9 1 9 444.870 231.065 213.805 48,06

1 9 8 0 665.218 324.184 341.034 51,27

1 9 8 1 1.008.674 454.729 553.945 54,92

1 9 82 1. 619. 718 520.264 1.099.454 67,88

1 9 8 3 2.091.351 1.878.552 214.799 10,26

1 9 8 4 1.835.293 1.029.400 805.893 43,91

I 9 6 5 1.909.128 1.425.797 483.331 25,32

T 0 T A 1. 9.576.252 5.863.991 3.712.261 38,77



$in a vre mSa o sess MCay

W1AW INXI AS OF DICUIE, ]I

,0001.00 cr1 aa '00 VON$

Cr $JS 4r s "Cc s

con __________nn __ inr u s: enU n en 75LGCr1 79 e 2.7

casks" Bts14 4 A"2 1 64 L07 1"4 313 1. 394 79S got 7.4 .301

Trasun bnsendher
Tutu 74 1. 7

IL 73 123 41 311 111 995 614 422 7.2 Ls 78
loam himulvale-
Sho 'er a6 2.2to 74 L. 74 114 L93 205 351 424

Other Canngt AMss=e4 -. l . .u -I"

CU YS 3Ssan 370 4.466 3.27 1 7 2 9749 40 2.454 2.46 4 , L S 1.244
Las. Snet'fLe.

LnW Tom .125 ¶s.244 5.1L4 '1.280 12.40 f 91.69 34.27 3t L.47 115.;71 107.0% 1 3L $ 5s4 641
otLerung Tern " --. 4 .U -AAU 1 .. U....J l .. Au .LJSL -L=

LAS tm Asss 2.136 19.74 .110 78.7g6 o7,447 34.748 12.401 114.544 LL4 44L 220. ?t0 AC 3L
71usd &0 -hAsa --..a 11 __a2 J00 .....4 .... ja..Jf -l -I-= 4* 4S .....Z

TOTAL AusI 2,ta 14.401 Se4Ml 5a.i.6sa 12.61 1051 21,123 1 t.Mso u16.270 121.209 238.020 '4.7J4

'anaeLa n
tccomatu Payable 47 1.119 t21 1.844 9 413 44 lot is 41 42 21

DeP**sits 12 224 27 419 52 407 127 502 164 169 4
Looae-Cutrnt ftam 59 A -264 90 1409 199 2.373 1.069 L.aI4I 1 97

3tera Current
LtedI~ltlue _u LOUj -M -1± j 22 U -In -di 4LI -L

21A r M i-) 26 4.44 267 1L 1 418 1.44 '1 LE .19]
L4as -Louq Term

1. * 0 L 63.4 4 4.947 'S 20 LL114 1-24 34.31L 132 .953 114.123 11i.21 21.231 ' s 1
etftar-oays Term 1 2

45, :..2Arrut 2. 60- 4La. 21 25.221 'I

2 7 64 . 29 , 25 -4 L 2 L ll

AfQ Wrh 2;421 49.41t 51.402 12. 211 412.52 :1.s 15 421 t1 '90) 110.271 M2.P9 1.130 '.>

US$ 1 .1.1.



own -.

SiTs aLU SEAVICES AND LOA-COST MOUSING PRoCT

OHats S.A.

j000.000 Cr5 and 000 US$1

7 9 a a 9 9 4

T V N S

Cr 5 us cr$ yus US$ r r$ sU cr5 US$ ru

SI~iN IUS It.4%,8 10.741 1.211,1 18.582 1.754,4 29.117,0 8.512 13.688 41.261 41.91$ 149.057 46.614

I- (tSPtSAS ULAT Mlv ii 1ALJIS IA

Ca433 9.027 1.044,9 15.953 .466,0 2.1M,0 1.610 30.118 39.465 40.107 142.397 44.723

i - I*AEEMJ Imuli 72,9 1-714 172,2 .629 206,4 2.241 902 .510 1.02 1.631 6.140 2.091

IV- LcSPSAS oflAIS L MKNI1S

T IVAS 10,6 1.660 192,3 2.936 421.0 3.294 1.111 4.397 2.507 2.546 ,.663 2.401

V- IU2IJITl df) t [4th uAi

t1voItJIIJ 2, 1 54 (20,11 ( 301 1114.6) (1.053 1209) 11211 (705) 411) (1.00]) (16)

VI- WJumrTA » MtWu. J ItiAl l') 40 11.9 319 1)5.7 1.062 224 88 14 156 j 9 561

Vil- 16113A llilz oi;

4C 94 06 12 1,1 9 15 59 39 39 7% 249

",5 1 42,1 65,50 127,80 252,67 984.00 3.184.00



BKAZIL

SITES AND SERVICES AND LOS-COST HOUSINC PROJECT
Loan 165-

INDICES FINANCEIROSIECONoMICO
(flnancial and Econmic Initcatocr)

URAIS S.A.

I9N)1CE 1939 190 19 8 I 9 8 2 1983 1 9 8 4 1 9 8 5

- LIQUI'z SECA 2,143 2,443 2, 393 2,667 2,849 1,916 0,182(QUiICKRMA~iO1)

11 - LIQUiDEZ CORRENTE 2,935 2,760 0,90) 1,039 1,479 2, 117 0,397(CuRENT RATio)

II-- I.'vu1i: GLKAL 1,029 1,023 1,019 1,012 1,010 1,017 1,013
(G-ERELAL .LItUIDITY)

IV - CAANTIA CAPITAL DL

TEUC IR$S50,013 0,027 0,022 0,016 0.012 0,022 0,017

V HCrAuNILIADAE 0,0017 0,0035 0,0026 0,0186 0,0170 0,0?97 0,087(Y I 13 
I 

-

I



SITMS AND SERVICES AND OIJW-COST HOUSNG PROJECT

Lo.s: 1654-0&

RELACAO ALUGUEL/PESUTACAO DO S F N

(Relationship of Rent to Hortlage Payments)

SA L V A D O

S A L A • 1 Q U A R T S S A L A + 2 0 0 A R T S S A L A 3 QU A I T 0 8

F'A IX AS D ----- ----

A T E N D i m E N T o 19 P) 980 1981 1902 1979 1980 1981 1982 1979 -1980 1961 1982

CAIXA COHAD 6,59 6,92 6,73 7,49 5,52 5,58 7,27 6,03 8,09 6,98 6,70 6,84

PAIXA COOPERATIVAS

HABITACIONAIS 1,16 1,16 1,16 1,52 1,13 1,20 1,68 1,40 1,37 1,37 1,03 0,89

FAIXA S 0 P E 1,01 0,97 0,96 1,09 0,75 0,75 0,76 1,03 0,84 0,83 0,83 1.13

O8S.: REC1FE - Niao foi possivel realizar a pesquisa para habitagoeq "faixa COnAB"

pOr mso existireM informagoeu sobre locagoes nesta faixa.

SAO PAULO - Ausejicia de informaq6 es da Agencia do UNH.



ANNEX 3
Page 1 of 5

> SAO PAULO METROPOLITAN AREA

(COHAB-SB)

Vila Maria - Slum upgrading.
Lot size: 5 m x 15 m with

- 18 m 2 embryo built in back
of lot with initial cost per

* dwelling US$2,900.

Completed December 1980.

VIA MARIA EXPANSION. With strong support of the Homeowner's Association over
80% of the families have expanded their dwellings with 2 stories in front in
very successful variety of solutions.

September 1986



ANNEX 3

Page 2 of 5

SAO PAULO METROPOLITAN AREA
(COHAB-SP)

CASA MODULAR - Based on I m
modules, 2 types - 18 m 2 and
24 m2 floor area with pre-
cast wall panels, columns,
door frames and lintels.
First stage construction

US$1,125 per solution on S m
x 15 m lots. This solution
is appropriate for outlying
suburban locations.

Light steel frame with small
concrete panels on edge

18 - 2 - 1st stage:
US$1 ,400.

Integral bearing wall panels
- 18 M 2 - 1st stage:
US$1 ,250.

September 1986



ANNEX 3

Page 3 of 5

SAO PAULO METROPOLITAN AREA
COHAB-SP

Fernao-Dias: 1,060 apart-
ments of 50 m2 in 5 story
walk ups - US$6,800/apt. -
too dense and void of land-
scaping. Completed in

August 1983, the project is
also lacking in community

, services.

SALVADOR, BAHIA, URBIS,
BARI'A - MUSSURUNGA 3,983
apts. in 3 stages 48m 2 in 4

story walk-ups -
US$3,880/apt. - smaller
clusters, using pre-cast RCC
tilt-up panel construction.
Completed in December 1982

September 1986



ANNEX 3

Page 4 of 5

11.'' SALVADOR, BAHIA, URBIS,

MUSSURUNGA - 3,983 apts.
9SEUS Individual court yard

N au entrance to each block.

me ONs

RIO DE JANEIRO
Earlier attempt in 1940s
tore-house slum dwellers-
now a social problem

September 1986



ANNEX 3
5 of 5

RIO DE JANEIRO

BNH-RIO

PROYECTO RIO VILA PINHEIRO -

- Slum Clearance with 3,000

relocation dwellinis in the

first stage - 40 m con-

struction per apartment in

one and two stories on 5 x

15 m lots with 4-story walk-

up apartments to the rear of

the site. Completed June

1985. Total project re-

settlement is 17,000
f ami lies .

VILA PINHEIRO - 1st Stage

iagonal row housing with
ommercial on the corner.

Cost of 40 m 2 1st stage was
lJS$5,900, including hydrau-
lic landf ill.

71LA PINHEIRO - st Stage
Pedestrian and service lane.

September 1986
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IBRD 13745R
NEZU7A 51ARNAME

U NBRAZIL
COLOMBIA '0y> QyL5t Nt

GUYANA SITES AND SERVICES
AND LOW COST HOUSING PROJECT

Recife Metropolitan Area
BRAZIL4; To asio&ssoo

Rea~fe

PERU

Brasilia Soivodor

BOLIVIA .
P \topcum ITAMARACA

Rio de Jonee,

ARGEN0iNA

de Robouiare lgoraslu
&

Abreu do
Lima

ComRndador
Artur Luldgen

Cento Rio Do

SAO LOURENCO INOeadim

Engenro
ConsReernio

RECIFE

Curado

ro JASOATAO L9°o
Enaamaodo

[ ] E xisting Project Sites

Completed Project Sites

Mamn Access Roads

CABO Railroads

Built-up Areas

scopeReservoirs

River$

510 i5

KILOMEtERS



IBRD 13746R
NI ZJfl' ) INAM

GUIANA
G ,YANA CANEIAS

BRAZIL

PERIJBr oslon

--- SIN1ES FILHO I

RUBENS COSTA-CIA 11

usN .. A A

Exsting Project Sres
Completed 

0
roject Sites

MAam Accen Roads

Secondry Access Roads
Railrads

audrt - p Ar003 vALIfg L AURO DE
FREITAS

2 3 ("#|JCAZIR CAJAZEIRA 9

KIp:METERS5
CAJAZEIRA@ CAJAZEIRA B

4 CAJAZEIRA

ELO SPANM

.SSURtuNGA 11 ApiPR

N ABULA Vid PROFFLURBIAflTILA PCII CIA MI ITAR
ca22utA I

moca 0o A~o

R s oBRAZIL

SITES AND SERVICES
AND LOW COST HOUSING PROJECT

Salvador Metropolitan Ar-o

NOVEMBIER 1986
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