Oﬁlce of Publiic Affalis

A A\llID) INews

The Agency for Intemational Development Washingfon, DC.20523

FOR IMMEDIATE RELEASE AID-78-63

Contact: Pamela Hussey
(202) 632=-9637

ATD HOUSING GUARANTY PROGRAM
PASSES $1 BILLION MARK WITH PANAMA AUTHORIZATION

The Agency for International Development today (June 26)
authorized a $5.4 million Housing Guaranty loan for Panama. With
this guaranty AID has passed the $§1 billion mark in housing guaranty
authority.

The authorization will enable a private U.S. lender to finance
a low-cost shelter project which is expected to benefit 11,000
people. The United States Government is also providing a $445,000
technical assistance loan to help improve management practices of
the National Mortgage Bank of ?anama, the borrower, and the Ministry
of Housing, which will be the implementing agency.

Six different levels of shelter will be provided, ranging from
sites with utility services to completed 2-bedroom units’on urbanized
lots. The costs to potential buyers will range from $550 to $4,700,

This project is part of a much larger AID effort in Panama to
encourage the development of rural areas surrounding several regional
growth centers by providing improved infrastructure, transportation
and marketing services, facilitating the growth of agro-industries

and generating an_ increase in related employment opportunities.
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Abélardo Valdez, Assistant Administrator for Latin America,
noted the authoéorization was fitting as the booster to pass the $1
billion guaranty authorization mark.

In signing the authorization, Valdez said: "This loan is a
prototype of the Housing Guaranty program of today and demonstrates
the dramatic shift which has taken place in the shelter strategy of
the Agency over the last 5 years:“ Five years ago, in 1873, AID
revis;q its shelter policy and in 1974 issued a policy determination
which emphasized the importance of providing decent, affordable
shelter to meet the needs of the poor.

Peter Kimm, Di;ector of the Office of Housing, noted that about
half the projects authorized in l;?é, and all projects authorized
since then, have benefitted low-income families. This amounts to
about $500 million or about half of the total amount of housing
guaranty funds authorized since the start of the program in 1962,

Sander Levin, Assistant Administrator of the Development Support
Bureau, declared the housing guaranty program has a?tempted to
encourage major changes in shelter policies of developing countriegs—=--
mostly in' housing finance systems, in reduction of building standards
and in improvement of the social and economic environemnt in which
the poor live.

Consequently, he explained, housing guaranty projects have
become more complex. They require twice as much planning and organi-
zation than formerly and call for specialized technical and managerial
expertise to implement and administer.
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Financial Report

Statement of Financial Condition as of September 30, 1977

Assetls

Funds with U.S. Treasury
Advances to Contractors
Accrued Fees Receivable
Accounts Receivable

Travel Advances

Prepaid Expenses
Subrogated.Claims

Furniture and Equipment

Less: Allowance for Depreciation

TOTAL ASSETS

Liabilities & Net Worth
Liabilities

Accounts Payable
Accrued Expenses Payable
Accrued Annual Leave

TOTAL LIABILITIES

Net Worth

Capital’

Credit Guaranty Reserve [Sect. 222 A (e)]
Cumulative Income (Beginning of Fiscal Year)
Net Income or (Loss) (Fiscal Year Ended)

TOTAL NET WORTH

Unfunded Activity
Unfunded Accrued Annual Leave

Total Liabilities & Net Worth

$13,706.47
(685.33)

$46,603,306.36
293,338.96
857,977.19
31,130.79
5,789.16
1,544.91
2,631,306.62

13,021.14
$50,437,415.13

$ 43,131.12
804,827.11
127,331.60

$ 975,280.83

$47,042,916.00

2/950,091.37

16,904.68
(420,455.15)

$49,589,456.90

$ (127,331.60)

$50,437,415.13

I “FAA Section 223(b) provides for a reserve which together with accumulated fee income shall be available to discharge liabilities under guaranties.
Should the foregoing be insufficient at any time to permit A.l.D. to discharge its cbligations, Congress would have to appropriate funds to fulfill the pledge
of full faith and credit to which guaranties are entitled. Standing authority for such appropriations is contained in FAA Section 223(b)."

Statement of Income & Expenses for Fiscal Year 1977

Fee Income
Latin America
Other Regions

Gross Income

Operating Expenses
Personnel Compensation
Contractual Compensation
Travel and Related Costs
Misc. Administrative Costs
Agency Support Costs

Total Operating Expenses

$2,543,492.30'
1,563,342.02
4,106,834.32

$1,214,481.84
1,860,609.19
255,038.20
230,332.59
200,000.00

$3,760,461.82
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Net Results of Current FY Operations 346,372.50

Non-Operating Expenses: Non-recoverable Claims _ (842,437.77)*
Net Income or Loss for the Current FY (496,065.27)
Prior FY Adjustments: Gains or (Losses) 7561012
Net Income or (Loss) from Funded Activity $ (420,455.15)
Unfunded Activity

Increase in Annual Leave Balance _ (9,735.75)
Net Income or (Loss) including unfunded activity $ (430,190.90)

! Does not include $91,107 in fee income for four projects in Peru which is paid directly to the investors for non-recoverable claims.
2 Does not include $91,107, the portion of the claims which was offset by waiver of the guaranty fee.

Statement of Contract Issuing Authority as of September 30, 1977

. Congressional Authority
A. Worldwide Housing Guaranties

1. FAA 1969 (Section 221) $ 430,000,000

2. Prior Authority (Section 223d) 25,100,000

B. Housing Projects in Latin American Countries (Section 222) 600,000,000

TOTAL CONGRESSIONAL AUTHORITY $1,055,100,000
Il. Program Status No. of Dollar
Projects Amount

A. Total Projects Authorized
1. Total Projects Authorized & Under Contract

Africa 9 $ 53,967,064
Asia i 84,753,566
Latin America 74 424,768,312
Near East _12 197,492,798
TOTAL 100 $760,981,740

2. Total Projects Authorized & Fully Repaid

Latin America i $ 6,317,000
3. Total Projects Authorized & Not Yet Under Contract
Africa 5 $ 40,200,000
Asia 3 30,000,000
Latin America 8 82,600,000
Near East 2 40,000,000
TOTAL 18 $192,800,000
4. Total Projects Authorized 121 $960,098,740
B. Total Authority Available
Worldwide $ 8,686,572
Latin America 92,631,688
TOTAL $101,318,260
C. Total Projects in Process Not Yet Authorized
Africa 6 $ 34,000,000
Asia _ 3 58,000,000
Latin America 13 148,000,000
Near East T 85,000,000
TOTAL 29 $325,000,000
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Iran
Ethiopia
Kenya
Botswana
Zambia
Zaire
Cameroon
Israel
Lebanon
Tunisia
Ivory Coast
Liberia
Senegal
Portugal

Caribbean Development Bank
Dominican Republic

Guyana
Venezuela
Colombia
Peru

Bolivia

Paraguay

Argentina

Chile

Ecuador
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Development grant and loan funds
available under Section 106 of the
Foreign Assistance Act of 1973 may
be used in support of direct financing
of housing for low income families.
The Office of Housing will work
closely with the Central and Regional
Bureaus and Missions to identify
opportunities for the use of develop-
ment loans and grants and to assist
in the design of projects. The
Bureaus will allocate a portion of
Section 106 funds and propose
projects where one or more of the
following criteria are satisfied.

The grant or loan will:

—Enhance the effectiveness of
housing guaranty funds in reaching
low income families.

—Enable technical advisory
services to help LDC governments
formulate national housing policies
that respond to the needs of low
income families.

—Assist in the design of projects
that will directly finance low-cost
housing.

—Facilitate the acceptance by
borrowers of the concept of non-
subsidized low-cost housing.

—Develop models and demonstra-
tion of low-cost housing and financial
institution-building responsive to
the needs of low income groups.










The Foreign Assistance Act was
changed in 1975 to add language

to Section 103 (food, nutrition, and
rural development) to focus on
important off-farm and town-
centered activities and to Section
105 (education and human re-
sources) to include attention to the
urban poor. Section 106 (selected
development problems) was spelled
out more clearly to indicate program
emphases, and a new Section 107
(intermediate technology) was
added. The relevant sub-section of
Section 106 is as follows:

(6) programs of urban develop-
ment, with particular emphasis on
small, labor intensive enterprises,
marketing systems for small pro-
ducers, and financial and other
institutions which enable the urban
poor to participate in the economic
and social development of their
country.

The HG program and PL 480 au-
thorities were amended to ensure
these programs address the devel-
opment problems of poor people.
(See also ‘“Shelter Program Objec-
tives,"” PD-55, revised October 22,
1974.) Both programs—especially
HG—have been urban-oriented. In
addition, the PVOs have been
involved heavily in the PL 480
program.
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to discharge liabilities under such
guaranties as long as funds are avail-
able, and finally out of funds here-
after made available pursuant to
subsection (e).

(d) All guaranties issued under sec-
tion 221, 222, 222A, or previously
under section 240 of this Act or
heretofore under prior Latin American
or other housing guaranty authority
repealed by the Foreign Assistance
Act of 1969 shall constitute obliga-
tions, in accordance with the terms
of such guaranties, of the United
States of America and'the full faith
and credit of the United States of
America is hereby pledged for the
full payment and performance of
such obligations.

(e) There is hereby authorized o be
appropriated to the President such
amounts, to remain available until
expended, as may be necessary from
time {o fime to carry out the pur-
poses of this title,

(f) In the case of any loan investment
guaranteed under section 221 or
section 222, the agency primarily
responsible for administering part |
shall prescribe the maximum rate of
interest allowable to the ellgible
investor, which maximum rate shall
not be [ess than one-half of 1 per
centum above the then current rate
of interest applicable to hotsing
mortgages insured by the Department
of Housing and Urban Development.
In no event shall the agency pre-
scribe a maximum allowable rate of
interest which exceeds by more than
1 per centum the then current rate

of interest applicable to housing
morigages insured by such Depart-
ment. The maximum allowable rate
of interest under this subsection shall
be prescribed by the agency as of
the date the.project covered by the
investment is offically authorized

and, prior to the execution of the
contract, the agency may amend such
rate at its discretion, consistent with
the provisions of subsection (f).

(g) Housing guaranties committed,
authorized, or outstanding under
prior housing guaranty authorities
repealed by the Foreign Assistance
Act of 1969 shall continue subject to
provisions of law originally applicable
thereto and fees collected hereafter
with respect to such guaranties shall
be available for the purposes
specified in subsection (b).

(h) No payment may be made under
any guaranty issued pursuant to this
title for any loss arising out of fraud
or misrepresentation for which the
party seeking payment is responsible,

{i) The authority of section 221 and
section 222 shall continue until
September 30, 1979.

(j) Guaranties shall he issued under
sections 221 and 222 anly for housing
projects which (1) except for regional
projects are in countries which are
receiving, or which in the previous
two fiscal years have received, devel-
opment assistance under chapter 1 of
part | of this Act, (2) are coordinated
with and complementary to such
assistance, and (3) are specifically
designed to demonstrate the feasi-
bility and suitability of particular
kinds of housing or of financial or
other institutional arrangements. Of
the aggregate face value of housing
guaranties hereafter issued under
this title, not less than S0 percentum
shall be issued for housing suitable
for families with income below the
median income {below the median
urban income for housing in urban
areas) in the country in which the
housing is located. The face value

of guaranties issued with respect to
housing in any country shall not

exceed $25,000,000 in any fiscal year,
and the average face value of
guaranties issued in any fiscal year
shall not exceed $15,000,000. Not-
withstanding the provisions of the
first sentence of this subsection, the
President is authorized to issue hous-
ing guaranties until September 30,
1978, as follows: In Israel, not
exceeding a face amount of
$75,000,000, in Portugal, not exceed-
ing a face amount of $30,000,000 and
in Lebanon, not exceeding a face
amount of $30,000,000,

Section 238. Definitions.—As used in
this title—

(c) the term “eligible investor”
means: (1) United States citizens;

(2) corporations, partnerships, or
other asscciations including nonprofit
associations, created under the laws
of the United States or any State or
ternitory therecof and substantially
beneficially cwned by United States
citizens; and (3) foreign corporations,
partnerships, or other associations
wholly owned by one or more such
United States citizens, corporations,
partnerships, ¢r other associations:
Provided however, That the eligibility
of such foreign corporation shall be
determined without regard to any
shares, in aggregate less than 5 per
centum of the total issued and sub-
scribed share capital, held by other
than the United States owners:
Provided further, That in the case of
any loan investment a final determi-
nation of eligibility may be made at
the time the insurance or guaranty is
issued; in all other cases, the investor
must be eligible at the time a claim
arises as well as the time the insur-
ance or guaranty is issued.
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Administrator
John J. Gilligan

Deputy Administrator
Robert H. Nooter

Assistant Administrator for
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Sander Levin

Office of Housing
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Legal
Michael Kitay, Assistant General
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Development Ofiice

Tegucigaipa, Honduras (ROCAP)

Fredrik Hansen, Chief

Daniel Driver
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Development Office
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Donald Gardner, Chief

Michael Lippe
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Development Office
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Albert Votaw, Chief
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Sean Walsh, Chief
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