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The Housing Guaranty Program was
devoloped as part of the U. S. Foreign
Assistance program in the earlyl960s to
respond to the enormous and rapidly
mounting world-wide shortage of
adequate shelter. This rm..'gram is
A.I.O.'s principal instrument for helpin~

developing nations address their shelter
problems. Since its beginning, more
than $1 billion in Housing Guaranty
loans have been authorized for 128 proj
ects in 35 nations and to three regional
institutions.

This is a unique A.J.D. activity in which
U. S. private sector investors, or lenders,
provide long-term financina for low-in
come housing programs in developing
countries. The United States Govern
ment underwrites these transactions
through the provision of a full faith and
credit guaranty that will compensate
U. S. investors for losses. Maximum
interest rates to investors are estab
lished by A.I.O. and reflect the current
cost of money in the U. S. mortgage
market.

A.I.O. charges a fee for its guaranty to
cover operating expenses and to provide
a reserve against claim losses. As a
result the program is virtually self
sufficient.

In its early years the program focused
on introducing new building technologies
and modern :nanagement practices to
developing countries. In the mid-1960s
the focus shifted to creating and
strengthening housing finance institu
tions, particularly the savings and loan
institutions in Latin America.
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Another major change in emphasis oc
curred in 1973 whe" the A!]ency refor
mulated its shelter strategy. The new
strategy, baCKiJd by legislative changes
i:11975, c311ed for Housing Guaranty
resources to be used almost exclusively
to finance shelter for lower-inco:ne
families. Since 1974, all Housing
Guaranty projects authorized by A.I.O.
have been designed for this incomo
group.

Less-developed countries (LOCs) may
request a Housing Guaranty project.
Up'Jn receiving a request, the Office of
Hou::.ing, the U. S. A.I.O. Mission and the
requesting country jointly participate in
project identification and begin the proc
ess leading to project authorization and
implementation.

In the development stage of the project,
tile host country is encouraged \0 take a
broader look at its housing problems.
particularly those of low-inco:ne ~ouse·

holds, and to develop Ilew I(lng-range
shelter policies based on sound cost-re
covery strategies. Important principles of
the Housing Guaranty Program are: (1)
maximizing a country's resource invest
ment in shelter and (2) rontinuously
recovering and re-allocating that invest
ment to ensure a more equitable distri
bution of shelter resources.
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Fi!Scal Year
1918
Program~

In the ~ast fiscal year, from Oct\~I'1'1 1.
'1977 to September 30, 19~18, /\Ij\ con
tinued to focus its resources ('iI ,; 1('

problems of lowor-incoml' :"1111:1\',.

Programs financc(: by the HOlls:n~.J

Guaranty Progr am inciude: (1) ,;Ium and
s'::jUaller sottlement upgradin(j. Iilci!ldin~l

provision of clean water, scwerano, O!U(:

tricity, roads, community services, and.
building materials for self·heir: hon:o Im
provemen~; (2) sites and services, in
cluding prepar3tion of vacant land, for
productive shelter ~se through uniform
lot division, installation of water and
sewerage lines, provision for building
material loans and training progmms for
saif-help constructors and small-scale
contractors, as well as constructian of
some common-use facilities; (3) core
housing, illVolvino basically a sites-and
services approach with the addition of a
rudimentary housing shell on each lot
(perhaps four walls, a roof, and water
facilities) desinned to be improved and
expanded by ihe owner; and (4) low-cost
housing units for sale or rental.

Eleven housing guaranty loans totalling
$147.3 million were authorized for
guaranty by AI.D. this year. U.S. inves
to:s signed $75.0 million in long-term
loan agr,eements, with each loan guaran
tied by the U. S. Governmer ,I. For each
loan, there is also a host country
guaranty of repayment to AI.D.

Additionallv the Office of Housing pro
vided tech~ical assistance and services
in a broad range of shelter-related areas
to many developing nations.•

New Projer I:; /\uthorized

A $E, million !0<111 to th& Intoramerican
Savinqs and Loan Bank (BIAPE) was
authorized for ttle development of low
income housing programs for an esti
nKlted 15,000 families. The funds are
expected :0 be channeled through cen
tral savinry3 and loan banks to their
member sii'liilgS and loan assoclalions
in Bolivia, CO~;!,l Rica, Ecuador, Hon
duras, Paraguay. and Peru.

A $19 million loall 10 lhe Central Ameri
can Bank for Economic Integration
(CABEI). to be 8'-1gmented with $11
rni'llion irom Honduras, EI Salvador,
Nicaragua, Costa Rica, and CABEl's
own resources, was authorized to be
loaned to the National Housing Bank of
Guatemala (BANVI). It will be used ior
construction of multi-family units in
'3uatemala City, cooperative projects in
capital and r econdary cities, and indi
vidual units In property already owned
by families in these cities. This housing
is part of the reconstruction program
following the devastating earthquake of
1976.
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An $11.4 million loan fer improving hous
ing and community facil~ties in19 low-in
come meas in metropolitan San Jose.
Costa Rica was authorized. This project
will benofit low-income families by
providing loans for purcha5ing a~d/or

securing legal titles to lots occupied by
squaller families; home improvem~nt

loans; mortgages in sites and s~rvlces

projects; and revolving ~omrT.J~n1ty funds
to provide loans '.:> muntclp~l~t~es ~o up
grade infrastructure an~ facllllle:> In low
income areas. The project also Includes
a $5.5 million development loan, funded
by Al.u.'s Latin America and Caribbean
Bureau, for employment generation ac
tivities.

A $10.5 million loan to the National
HOlJsing Institute of Honduras (INVA)
was authorized to finance shelter so
lutions for 6,300 familiAs in Tegucigalpa
and San Pedro Sula and ins\itutionalize
the sites and services approach on a
national sc,t1e. The r,urpose is to redirect
the policy of :N' 0' t'Jwards I?w-cost
housing, increasf' ,ts capa~lty to pr~~ce

and service low-cost housing, and Intt,
ate the use of mirket-rate interest for
low-income housing.

A $25 million loan was authorized to
provide mortgage fjna.n~in.g for below
mE'dian income benefiCiaries of the
Government of Israel's mortgage assisl
ance program; construction of low-cost
rental housing for the' most needy; and
the upgrading of existing low-incomo
neighborhoods. This will be r.ombined
with technical assistance for property
maintenance and management. the de
velopment of a private mortga.ge market,
and the neighborhood upgrading pro
gram.
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In summary. FY 1978 activity and
cumulative totals are as follows:

1

A $25 million loan, the eigh!h ;::;;ti iiilal
Housing Guaranty planned for Korea,
was authorized. This loan will be to the
Korea Housing Bank to expand its role
as the principal housing finance institu
tion and introduce lending programs
more suitable to the needs and financial
capacity of low-income families. The
Korea National Housing Corporation,
credit unions, and municipalities will act
as sub-borrowers to finance expandable
core housing; serviced lots and building
materials; and home improvement loans
for low-income families.

A $15 million Housing Guaranty was
authorized to provide for the repair and
reconstruction of war-damaged homes
for low-incom£' families in Lebanon. This
program is a component of the U. S. relief
and reconstruction assistance to
Lebanon.

In Panama, a $1 million loan was au
thorized for a program of slum upgrading
Elnd home improvement in the San
Miguelito District of Panama City. This
loan completes a $15 million financing
started in FY 77.

A second loan for Panama, in the
amount of $5.4 million, was authorized
to finance low-cost shelter projects that
are expected to benefit 11,000 peopl~ in
eight market towns in central and we&t
ern Panama. Six different levels of shel
ter will be provided, ranging from sites
with utility services to completed two
bedroom units on urbanized lots. Also
included in the project is a technical
assistance loan to help improve the
management practices of the National
Mortgage Bank of Panama (the bor
rower). and the Ministry of Housing,
which will be the implementing agency.

In Peru, a $10 million loan to the Hous
ing Bank of Peru (BVP) was authorized.
This program is the balance of a $25
million Housing Guaranty program, $15
million of which was authorized in 1975/
76. This program will provide new and
upgraded infrastructure services,
minimum houses, and home improve
mentloans in "Pueblo Jovenes," le
galized squatter l>ettl6ments In cities
throughout Peru.

$10 million was authorized for a Housing
Guaranty program in Tunisia that will
prOVide low-income families with secure
land tenure and access to core housing
as well as improved access to infrastruc
ture services and community facilities.
This is the remai"ing portion of a $20
million program, $10 million of which was
authorized in FY 1977.

6

Authorizations
Contracts Signed
ni"bursem!:lnls

(In Millions
of Dollars)

FY 78 TOTAL
147.3 1,097.3
75.0 836.2

100.7 768.7
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Program
DevclofJmcnt

Policy
The policies of the Agency continued to
reflect the Congressional mandate to
concentrate A.I.O.'s programs on the
"poor majority." A.I.O.'s statement of
Shelter Program Objectives, which Is
included in the end of this report, soys
that "A.I.O.'s goal In the shelter sector is
to assist LOCs (less-developed coun
tries) develop the institullonal, technolog
Ical, and financial capacity to provide
shelter under reasonable conditions for
all levels oj society, with emphasis on
government actions to meet the needs
of the poor." this group is defined as the
poorer half of the urban population of a
given country or city.

Housing programs are being designed to
be within the reach of families earning
below the median Income. "Legal" hous
ing standards must often be lowered in
order to achieve a housing unit arforda
ble by significant numbers of the target
population. This usually results in proj
ects which offer something less than a
complete "standard" house. such as
core houses or sltes-and-services.
where homeowners either firish building
the homes or build them completely on
lots with utility hookups provided.

---
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According to the sheller program stale
ment, "A priority objective of A.I.D.'s
shelter strategy is to help the LDCs
develop their capabilities for analyzing
their housing requirements and develop
Ing plans and policies that meet these
requirements. By assisting LDCs formu
late a rational housing policy which ad
dresses the needs of all citizens, A.I.D.
will encourage increasdd attention to the
needs of the poor. As an integral part of
negotiation for A.I.D. assistance. the
Agency will discuss with the LDC its
general housing strategy and allernative
means of Improving the living conditions
of poor people.

"A.I.D. programs will also assistdevelop
Ing countries in creating and strengthen
Ing the necessary Institutional framework
to implement their shelter policies. Given
the magnitUde of the need dnd the
relatively small amount of resources
available, A.I.D. assistance should have
a strong mUltiplier effect. By building
shelter finance Institutions capable of
replication on a large sce.le and en
couraging technical and financiallnnova
tlons, the effect of small resource alloca
tions will be substantial."

Environmental Policy
The Office of Housing has developed
Environmental Guidelines Intended to
maximize the beneficial effects and
minimize the detrimental effects of the
changes brought about by a shelter
project. Evaluation of the p 'ntlal en
vironmental impact of A.I.D...nelter pro
grams begins at the inception of a pro
posed project and continues throughout
project design and Implementation.

In accordance with the purposes of the
National Environmental Policy Act of
1969 and A.I.D. Regulation 16, the Office
.of Housing conducts an Initial Environ
mental Examination (lEE) prior to the
development of all housing guaranty
projects. Where advisable, a more de
tailed study, an Environmental Assess
ment (EA), is made before the Agency
authorizes a specific project. lEEs have
been conducted for the Housing
Gu&.anty programs that were authorized
in FY 78 In Costa Rica, Honduras,
Israel, Korea, Lebanon, Panama. Peru,
and Tunisia. In addition, Environmental
Assessments were conducted for the
Costa Rica and Panama programs.

New Program Directions
The Office of Housing Is participating in
the development of several new housing
programs in which A.l.D. grants or con
cessionalloans for housing or com
plementary developmer.t activities are
integrated with Housing Guaranties. The
Intent of these programs is to provide
additional technical assistance to Institu
tions that extend housing assistance to
the lowest Income groups and to provide
a more comprehensive development
scope for Housing Guaranty projects.

In addition, the Office of Housing and
the Office of Urban Development have
jointly initiated the Integrated Improve
ment Program for the Urban Poor
(IlPUP) that aims to provide Improved
social services (Including health and
education programs. mployment gen
eration activities, and improved access
to credit) in conjunction with Housing
Guaranty and development loan and
grant programs.

8
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International Conferences
The Office of Housing each year co
sponsors and participates in several In
tematlonal housing conferences. In
meeting regularly with its colleagues
throughout the developing world, the
Office of Housing staff is provided the
opportunity to present to users of Hous
Ing Guaranty resources new Ideas and
changes in program directions and to
receive their views in return. The meet
ings also provide representatives from
developing nations the opportunity to
exchange information about their re
spectiv~ housing and urban dev.elop
ment Situations.

The Sixteenth Inter-American Savings
and Loan Conference- was held in
Quito. Ecuador in June, 1978 and was
attended by over 500 delegates from
most of the western hemisphere nations.
The housing finance institutions in latin
America that they represent are among
the strongest and most sophisticated in
the developing world. Virtually all of
them received seed capital and technical
assistance from A.I.D. during their be
ginnings in the 1960s.

'Thls conference was sponsored by the
Inter·Amerlcan Savings and Loan Union and·
co-sponsored by the Banco Ecuatoriano de
la Vivlenda, Asoclaclon Naclonal de
Mutualistas del Ecuador, A.I.D., the National
Savings and Loan League, the U.S. League
of Savings Associations, and the Inter
Amencan Savings and Loan Bank.



.W

In May, 1978 the Fifth Conference on
Housing in Africa. sponsored by the
National Housing Authority of liberia,
the Municipality of Monrovia, and A.tD.,
was held in Monrovia, Liberia. Close to
150 delegates attended, represenllng 22
African nations and eight international
organizations concerned with shelter In
ths,jeveloplng world. The theme of the
conference was low-Income housing, with

I

several sessions focusing on sites and
services projects and settlement up
grading.

The Office of Housing also participated
In the Symposium on the Reduction of
Housing Costs organized by the Na
tional Housing Bank of Brazil In Sal·
vador, Bahia, Brazil in March, 1978; the
United Nations Ad Hoc Expert Group
Meeting on Slum Upgrading in Decem-

9
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ber, 19n In New York City; and the Fifth
Central American Housing and Urban
Development Conference (COPVIDU)
held in September, 19n in Managua,
Nicaragua.
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'nIchnlcal.Assl8tance
and services
During the past year, the Office of Hous
ing continued to provide technical as
slstanceand services to borrowing in
stitutions as part of the Housing
Guaranty Program, In support of other
A.I.D. programs, and to a few countrl(:ffl
willing and able to pay for professional
services. In collaboration with local In
stitutions, help was provided III a broad
range of areas. Short-term assistance
was supplied by both Individuals and
teams and long-term assistance was
provided by rasldenttechnlcal advisors.

Technical Assistance Funded by
A.I.D.Grants and Housing Guaranty
Fee Income WaB Provided As
Follows:

Africa Region
African Development BBnk (ADB)
Study of the bank's entry into shelter
activities, formulation of a sector polley,
and the development of rtmg-range pro
gram plans.
Botswana- Development of self-help
shelter construction techniques and
training programs, and planning and
Implementation of sltEls and services
projects.
Cameroon- Development of an Institu
tional framework to plan and Impl9ment
shelter projects.
DJlboutl-Assistance In planning for
refugee resettlement.
Ivory Coast.....:Asslstance.ln the dovel
opment of a savings and loan institution
and In the implementation of shelter

.'projects.

Kenya - Analysis of the probl.ms 01
marketing new shelter 80lullona and po
tential for developln~ an InsUtutlonal
ff amework to promote cooperative
houslng.
Lesotho- Assistance In developing a
building mah..'rlals production system
and In draftlny a national housing policy.
Llberll - Assistance In developing the
capabilities of the national housing
agency.
Mauritius- AnalY31s of shelter needs
and pcjtenllal for developing a redu~ed

standard core housing solullon to sallsfy
a broader range of low·income shelter
needs.
Nlgerla- Under special provisions of
the Reimbursable Development Pro
gram, a study was conducted to help
Identify national housing program plan
ning and management needs, staffing
requirements, B.nd training needs.
Somalia- Assistance In planning a
settlement area, designing a model unit,
and Implementing a demonstration shal
tar projoot for resettled nomads In
oouthern Somalia.

Asia Region
Korea-Study of the houslhg finance
system, the development of a variable
mortgage system, the analysis of the
potential for credit union involvement In
the shelter loan program, and the devel
opment of a large scale shelter finance
program to reach low-Income families.

. Philippines- Analysis of the potential
for developing shelter programs as part
of a program to develop rural service
centers. .

Lltln Am.rlo.n Region
SIAPE- (Inter-American &~Vlng8 And
Loan Bank) - AnBIv.,. of Ih8 pot.ntl.'
for tho development 0' In Int.N.glon.'
secondary mortO.g. market and tfol. de
velopment of 8 methodOlogy.'or Ic:,ntify.
Ing beneflolary target Incomo \lrolfPI.
Bolivia - Study of the 8econdar)
mortgage market lind thereuulallon of
saving. and loan Inetltutlons.
COltl Rica ..... Development of t;n Inte
grated shelter program combining shel
ter aaslstance with the provision of so
cial se,,"ces, locallnfraettuCMt. and JOb
production activities.
Hondur••"'" Development of methodol·
ogy for home Improvement IoMns, 1m·
proved accounting and collection proce
dures. and the planning and design of
shelter proJects Incorporating environ
mental considerations.
Jamaica-Development of teohnlques
and methods for conducting soclo-eco
nomic analysis and planning and Imple
menting urban upgrading projects.
Panama - Study and analysis 0' hous
ing finance Institutions and cooperative
housing organization and management,
and the preparation 01 long-range strat
egies for the shelter sector.
Paraguay':""StUdy 01 the housing fi·
nance system and the Improvement of
technical capablllUes In this area.
Peru- Analysis of the applicability of
variable mortgage payment techniques,
and the development of skills and tech
niques for plannl~ and managing shel·
ter improvement PfOJectS.

10
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Completed bath and kitchen core unit In sItes
and services project. Purchaser has con
structed temporarY shelter on site before
buffdlng permanent additions.

Near East Region
Egypt-Assistance in planning a large
tlcale program in urban upgrading, sites
and services, and core housing.
Israel-Assistance In Improving the
managementandmalntonance of hous
ing, a study program to examine U.S. .
experience in management and mainte
nanceof, and assistance to, distressed
neighborhoods, and a study ofU.S.
housing finance andsecondary market
Institutions andoperatlcns.
Lebanon- Assistance In planning and
implementing a home repair and im
provement program.
1\Inlsla-,.;,Assistance in planning and
implementing an urban urgradlng and a
sites and services/core housing
program.. ., , ,',
Technical services Paid Entirely By
Requesting Countries Were Provided
As Follows:
Bahrain;'" AssistAnce in planning pro
duction and, management of housing
programs.
Dominican Republlc Continued to,
provide periodic assistance In Improving
the management and monitoring of sav-'
ings and loan organizations•
Kuwalt- Continued to provide senior
staff members ,to the, National Housing·
Authority to assist In planning and im
plementing their national housing pro-
grant .

VeneZuel87 Continued to provide con
sultants for forecasting the supply and
demand for construction materials. "

,.,:.
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Methodology

The Housing Guaranty Program involves
collaboration with a local housing Institu
tion, such as a national housing author
ity, a central savings and loan system, a
naUonal cooperative organization or
similar public or non-profit private Institu-
tion acting as borrower. .

Following a request from the country,
AI.D. working with host country officials
will prepare a shelter sector assessment
to better understand the existing situa
tion. Within the context of this analysis,
A.I.D. reviews with the borrower the type
of housing program to be financed and
the institutional context within which it
will be undertaken. A.I.D.'s concerns at
this stage include: (a) the progress
which has been made towards the de
velopment of a national housing policy:
(b) the contribution which theprogram
will make towards the creation or .
strengthening of Institutions needed to
meet national housing needs: (c) the
capacity of the construction Industry to
supply housing over a given period: (d)
the. effective demand for housing at the
agreed-upon price level; and (e) the
ability of the beneficiaries to repay. their
loans and the ability of the economy to
make the dollar repayment.

The borrower then seeks the most fa
vorable terms available In the U. S. capi
tal market. for a U. S. Govemment
guarantied loan. The U. S. investor and
the borrower agree on the terms of the
long-term financing (within interest rate
ceilings set by A.I.D. in accordance with
the law, which reflect the prevailing .
Interest rate for long-term mortgages in
the United States) and sign agreements
incorporating these terms. At the same
time, A.I.D. and the borrower enter Into
agreements deflningthe use oUhe loan.
A typical Housing Guaranty loan is dis
bursed over a period of two years and Is
repaid during a period ofup to 30 years.
When a mutually agreeable program has
been developed, AI.D. offers to guaranty
repayment to any eligible U. S. Investor
who makes a loan for this program.

•
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Administration and
Organization

I I ~
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In FY 1978 the Office of Housing initI
ated selective recruitment of Housing
Officers to meet the needs of its expand
ing worldwide responsibilities in the ad
ministration of over one billion dollars of
Houc:ing Guaranty authority.

The Office of Housing is under the
direction of Peter Kimm within AI.D.'s
Development Support Bureau. The cen
tral office is in Washington, D. C. with six
regional offices in Africa, Asia, Central
and South America. The Washington
office is divided into three functional
areas.

The 0P-tratlons Division provides and
coordinates support to the regional hous
ing officJS in the field in tha design and
Implementation of shelter projects and
the development of shelter policies for
developing countries.

The Technical Division coordinates and
supplies technical assistance for specific
country program activities as well as
within Office of Housing program devel
opment and implementation.

The Support Division has responsibility
for budget, personnel, contracts, and
general administrative activities. It also
prOVides financial management and
monitoring of the Housing Guaranty
portfolio.

The overseas offices continue to have
responsibility for providing assistance to
A.I.D. missions for initial planning, de
sign, and p,ulect implementation for
programs in the following oreas:

Office Location - Region
Ndirobi, Kenya - East and Southern
Africa
Abidjan, Ivory Coast-West Africa
Tunis, Tunisia - North Africa and Near
East
Tegucigalpa, Honduras - Central
America
Panama City, Panama-South
America and Panama
Seoul, Korea-Asia
The Caribbean region has been served
by the Office of Housing from
Washington, D. C.

AI.D. chargGS a fee for its guaranty,
which covers the direct operating ex
penses of the program. During FY 1978
as in prior years virtually all fee income
was expanded for operations, program
development and monitoring, and in the
provision of related technical assistance.

Fee Income for FY 1978 was
$4,941,010.63 which exceeded oper
ating expenses by $472,093.91.
However, non-recoverable claims of
$3,673,999.90 were incurred. The net
decrease to net worth for the fiscal year
amounted to $3,088,157.04.

14

In accordance with ALD. policy, the
Office of Housing utilizes the services of
private industry on a consulting basis.
The following contractors made substan
tial contributions to the year's achieve
ments.

The National Savings and Loan League
The Foundation for Cooperative Housing
The Institute of Financial Education
The American Security Bank
The Inter-American Savings and Loan
Union
Abeles, Schwartz and Associates/
Boone, Young and Associates
Louis Berger International, Inc.
Clapp and Mayne, Inc.
DeVoy Collaborative
Robert R. Nathan Associates, Inc.
Planning and Development
Collaborative International
Richard T. Pratt Associates, Inc.
Rivkin Associates, Inc.
Peat, Marwick, Mitchell & Co.
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Invest'Drs

Investors, or lenrlers, recent years
have been commercial banks, savings
and loan institutions, life insurance com
panies, pension funds and other partici
pants in thG U. S. capital market.

Borrowers, not A.LD.• select investors (,)
finance tho projects which have been
authorized as eligible to receive the
benefits of a:l A.LD. guaranty under
Section 222 of tho Foreign As3istance
Act of 1961 as amended ("The Act").
However, the A.LD. Office of Housing
reserves certain approval rights over
investors selected, the procedures to be
used for investor selection, and the
terms of loan agreements to be con·
tracted by investors &nd borrowers. The
following guidelines and policies are
normally followed in exerr.ising A.I.D.'s
approval rights.

15

A. Procedure for Investor
Selection

In genmal, A.J.D. requires that prospec
tive borrowers solicit proposals from thlJ
~Idest practicable number of eliljible
Investors and give fair consideration 10
propcsals received from all investors
who submit proposals. A.I.D. will not
substitute its own jUdgement for that of
the borrower in exercising approval
rights over a particular selection. How
ever, A.LD. does require that a bor
rower's selection meet reasonable and
prudent standards.

In order to assist a borr,ower in solicita
tion efforts, A.I.D. will publish a notice of
each prospective A.I.D. guarantied in
yestment opportunity in the Federal Reg
Ister and directly mail such notices to
interested firms or individuals who ap
pear on the Office of Housing's mailing
list designated for this purpose. The
public is invited to send a request to
A.LD. asking that their names be in
serted on this mailing list.



,)

B. Eligibility 01 Investors

Reference is made to the Act, Section
238(c) reprinted in full at the end of this
report. This Section defines eligibility in
terms of the nationality of the lenders.
A.LD. is authorized by statute to make a
final determination of eligibility at the
time the guaranty is issued it an eligible
investor or its assignee (in case the
Investor is a nominee) is willing to give a
representation to the effect that it is
acquiring the A.I.D. guarantied notes for
purposes of investment only and not
with a view toward reselling.

II

c. Terms of Loan Agreements

A.LD. ,also approves the terms and con
ditions of the loan agreements where
repayment is subject to the A.J.D. Con
tract of Guaranty. Factors used by A.I.D.
in this approval function include but are
not limited to:

(1) Interest rate-the Act. Section
223(f) requires ALD. to set a maximum
interest rate on loans to be guarantied
by A.I.D. Currently the maximum rate set
by AI.D. is a floating rate which is 1%
above the interest rate permitted by the
Department of Housing and Urban De
velopment for domestic loans c: a simi
lar nature.

(2) Amortization and Grace Period
While AI.D. requires the amortization of
principal over the life of the loan, AI.D.
permits the parties to contract for a
grace period on the repayment of princi
pal that does not exceed ten years.

(3) Terms-A.LD. will approve ex
tended repayment periods so long as
anyone period does not exceed thirty
years from the date of any guarantied
promissory note.

(4) Commitment Fees or Service
Charges - Prospective investors may
wish to charge borrowers commitment
fees or a service charge in addition to an
interest rate. Historically, A.LD. has been
Willing to view one-time fees or charges
of up to one percent (1 %) of the principal
amount of the loan as being within the
category of genuine service fees which
would not affect the maximum interest
rate calculation.
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(5) Payment Procedures-A.J.D. has
established a Fiscal Agent for purposes
of facilitating AI.D.'s discharge of its
guaranty obligations. Borrowers are re
quested to remit their payments to inves
tors through the A.LD. Fiscal Agent and
loan agreements should contain an ap
propriate clause to provide for this.

(6) Registrar, Transfer Agent, and Pay
ing Agent Functions- The A.J.D. Fiscal
Agent and A.LD. do not perform a func
tion of acting as paying agent for
various assignees of notes held by in
vestors. In the event investors propose
to sell guarantied notes to multiple as
signees, investors are required to ostab
Iish their own mechanism for distributing
payments, recording the names of note
holders, and facilitating assignment or
transfer of notes to new parties.

(7) Prepayment-ALD. requires that
loan agreements permit A.I.D. to cause
a prepayment without penalty in the
event that a borrower materially
breaches the underlying project agree
ment between borrower and ALD.

(8) Partial Payment- A.LD. requires
the ability to prevent an event of default
by intervening on a borrower's behalf
and making installment payments.

(9) Records and Reporting-A.I.D. re
quires certain reporting by investors and
access to records of investors. The
A.I.D. contract of guaranty will specify
the investors' obligations with respect to
this subject matter.

•

-
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Finaatlc~al Report
-_._--- -----------------------

$39,748.01
3,437.00

-.

Statement of Financial Condition as of September 30,19'/8
---_._---------------

Assets
Funds with U. S. Treasury
Advances to Contractors
Accrued Fees Receivable
Penalty Intcrest Receivable
Accounts Receivable
Travel Advances
Subrogated Claims
Furniture and Equipment
Less: Allowances for Depreciation
TOTAL ASSETS

Liabilities and Net Worth
Liabilities
Accounts Payable
Due to U.S. Treasury-Penalty Interest
Accrued Expenses Payable
Accrued Annual Leave
TOTAL LIABILITIES

Net Worth
Housing Guaranty Program:

Capital
Cumulative Loss (Beginning of Fiscal Year)
Net Loss (Fiscal Year Ended)

TOTAL NET WORTH - HOUSING GUARANTY PROGRAM
Other Credit Guaranty Program:

Credit Guaranty Reserve [Sect. 222A(e)]
TOTAL NET WORTH-HOUSING AND OTHER CREDIT

GUARANTY PROGRAMS

Unfunded Activity
Unfunded Accrued Annual Leave

Total Liabilities and Net Worth

The Noles 10 the Financial Statements are an Integral part 01 this slatement.
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$42,122,528.07
266,760.47

1,045,912.79
230,149.51
49,344.20
6,211.05

3,998,945.68

36,311.01
$47,756,162.78

$ 326,898.96
230,149.51
791,218.00
125.656.51------

!_J~?~,-9..?2.98

$47,042.916.00
(403,550.47)

(3,088,157.04)
$43.551,208.49

2,856.687.82

$46,407.896.31

$ (125,656.51)

$47,756,162.78



Statement of Income and Expenses for Fiscal Year 1978

Fee Income
Latin America
Other Regions

Total Fee Income

Miscellaneous Income
Total Gross Income

Operating Expenses
Personnel Compensation
Contractual Services
Travel and Related Costs
Miscellaneous Administrative Costs
Agency Support Costs

Total Operating Expenses

Net Results of Current FY Operations
Non-operating Expenses: Non-recoverable claims

Net Income or (Loss) for the Current FY

Prior FY Adjustments

Net Loss

Statement of Contract Issuing Authority as of September 30,1978

I. Congressional Authority
A. Worldwide Housing Guaranties FAA 1969 (Sections 221 and 222)
B. Prior Authority (Section 223)

TOTAL CONGRESSIONAL AUTHORITY

II. Less: Projects Authorized
Contracts Issued
Not yet under Contract

TOTAL

III. Add: Projects Authorized and fUlly repaid
Repayments under active projects

TOTAL REPAYMENTS

IV. Balance avallab:!' for new projects

$ 2,631,918.90
2,302,812.73

$ 4,934,731.63

6,279.00

$ 4,941,010.63

$ 1,366,576.20
2,332,925.51

246,168.21
273,246.80
250,000.00

$ 4,468,916.72

472,093.91
(3,673,999.90)

$(3,201,905.99)

113,748.95

$(3,088,157.04)

No. of Dollar Dollar
Projects Amount Amount

$1,030,000,000
25,100,000

$1,055,100,000

109 $846,298,740
23 261,100,000

132 $1,107,398,740

4 $10,142,n6
105 89,074,708

109 99.217,484

$ 46,918,744
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Notes to 'inandal Statements
As of September 30,1978

1. ~ccrued Fees Receivable
Accrued Fees Receivable Include $121,615 relating to subrogated claims.

2. Fee Income
Total Fee Income excludes $63,763 and $91,107 for the current and prior period respectively, representing fee income waived on four housing
projects in Peru.

3. Non-recoverable Claims
Total Non-recoverable claims olfclude $63,763 and $91,107 for the current and prior period respectively, representing the portion of the claim
which was offset by the waiver of the guaranty fee.

$679,841,441

6,526,626
$673,114,815

647,551,830
$ 25,562,985

$ 6,079,812
446,814

620,433,033
27,118,797------

4. Contingent Liability
The contingent liability of the U. S. Government Ullder the Housing Guaranty Program is defined as the net amounts of guaranteed loans
outstanding. Such amount represents the maximum liability; however, the liability would be offset by available program reserves establisred by
borrowers and host government and other guaranties applicable to certain of the loans as shown below:

Maximum contingent liability
Project reserve funds
Prepayments on hand

Balance
Host country guaranties
Other guaranties

Balance

5. Projection of Estimated Losses
The highest risk of loss portion of th610an portfolio relates to guaranties which do not have a h,'st country or other guaranty. That part of the
portfolio amounts to $25.6 million.
The projected estimated claim losses and the effects on program reserves which amount to $43.6 million at September 30,1978, are shown in
the following schedule:

PROJECTED EFFECTS ON PROGRAM RESERVES
(Amount in thousands of dollars)

FY79 FY80 FV81 FY 82 FY83 FY84 FY85 FY86 FY 87 FY88

Program Reserves, beg. of period $43,551 $42,483 $41,593 $40,801 $40,221 $40,091 $40,264 $40,715 $41,404 $42,826
Fee Income 6,081 7,206 8,208 9,200 10,440 11,622 12,824 14,037 15,467 16,934
Operaling Expenses (5,716) (6,664) (7,531) (8,325) (9,158) (10,037) (10,961) (11,936) (12,962) (14,051)
Non-recoverable Claims (1,433) -!1,432) (1,469) (1.455) (1,412) (1,412) (1,41~) (1,412) (1,083) ~)

Program Reserves, end of period $42,483 $41,593 $40,801 $40,221 $40,091 $40,264 $40,715 $41,404 $4:::,826 $44,902
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$60,944
o
o

$60,944

Revertible
toA.I.D.

$ 0
4,024,208
1,994,660---------

$6,018,868
=-==-===<=~.

$ 60,944
4,024,208
1,994,660----_.------ -

$6,079,812
",::-c-.,."",=,""",,"~.,,,,

Total Amount
of Reserve

68
21
12

101

Number of
Projects

A.I.D. Central Fiscal Agent
(American Security Bank)

U. S. Investors and/or their Agents
Project Administrators

TOTAL

6. Project Reserve Funds

As of September 30,1978, project reserve funds were held by "'.trious agents in the amount shown below:

Returnable for
benefit of

Homeowners

.W

These funds are used to cover delinquencies and protect against activating the A.I.D. guaranty. Deposits made into the reserve fund by various
projects a~e either fungible or restricted, depending on the provislcns contained In the Guaranty Agreements. Similarly, upon the repaymerlt of
investor's loan, any remaining funds will either return to the homeowners or revert to A.I.D.

7. Pending Litigation
On March 16, 1976, an arbitral award was i3sued against A.I.D. ill favor of a construction corporation formed under the laws of Senegal. The
award calls for the' payment by A.I.D. of $495,898.45 plus 75 percent of the costs of arbitration. The award is presently the sUbject of litigation in
the United States Court of Claims. The source of funds to be used to pay all or part of the award Is currently under consideration. The source of
such funds will be either funds provided for regular operations of the A.I.D. Housing Guaranty Program or funds made available to the
Department of Justice for the payment of judgments against the lInited States.

fl. 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.I.D. to discharge its obligations, 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(e).
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~ctuntries

in which
A.I.D. Guaranties
haveHcn
authorized

A.I.D. has authorized housing guaranty
programs in 35 countries and to three
regional institutions as shown on the
map on these pages.
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Thailand ---------__,
China (Taiwan) ----------,

Korea ---------.."

Jamaica 
CABEI - Honduras 

Mexico 
Guatemala 
EI Salvador 
Nicaragua _

Costa Rica 
Panama -



:...~

~~-----------Iran
-...------- Ethiopia
~----- Kenya
iilL----- Botswana
:..--,--- Zambia
'------ Zaire
~----- Cameroon
~----- Israel
_----- Lebanon
------- Tu.lisia

--- Ivory Coast
r---- Liberia
~--- Senegal
,.---- Portugal

Caribbean Development Bank
Dominican Republic

'----- Guyana
'----- Venezuela - BIAPE
'----- Colombia

Peru
'------ Bolivia
~----- Paraguay
------ Argentina

Chile
\.....-----......:::::::;l~---- Ecuador
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Projects
Authorized
and Under
Contract

Africa

Number of Amount Amount OutAtandlng
Country Projects Authorized D1eburlled Bnlance

._---_.._..-_. -'~'-"'--~-'~''---"'-'-'--'-~."'-'-.- -" ..~ --

Ethiopia 1 1,541,202· 1,541,202 1.327.69H
Ivory Coaat 3 20,432,792 14,332,792 13.000.245
Kenya 3 16,993,073 16.993.073 16.560.440
Senegal 1 4,999,997 4,999.997 3,732,034
Zaire 1 10,000,000 10,000,000 9,4tl2.837

Totals 9 53,967.064 47,867,064 44,200,055
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IW of DontomllOr :10, \litH

AUDrv. F'und
BRlllnee In

U.S.A. Ovorllelul

(711,002)
14,040

(:15)

(65,857)



Asia as of September 30, 197e

Reserve Fund
Number of Amount Amount Outstanding Balance In

Country Projects Authorized Disbursed Balance U.S.A. Overseas

Republic of China 1 4,793,417 4,793,417 2,492,296 963.954
Koroa 7 95,000,000 88,'500,000 88,202,193 919
Thailand 1 4,960,149 4,960,149 3,067,691 206.351 314,241---
Totals 9 104.753,566 98,253,566 93,762,180 1,171,224 314,241

25
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Latin America as of September 30, 1978

Reserve Fund
Number of Amount Amount Outstanding Balance In

Country Projects Authorized Disbursed Balance U.S.A. Overseas

Argentina 5 ;39,721,394 39,721,394 33,285,527 (544,594)
BolivIa 2 9,600,000 8,200,000 7,811,239
CABEll 4 44,000,000 44,000,000 42.766,144 (1,417)
Chile 5 59,690,000 59,690,000 58,527,845 (35,999)
Colombia 3 26,866,084 26,866,084 13,775,170
Costa Rica 3 6,598,011 6,598,011 5,396,610 145,671
Dominican Republic 5 18,949,726 16,309,726 12,032,093 628,679

8,579"
Ecuador 2 7,396,726 7,396,726 6,913,607 (142,546)
EI Salvador 3 10,900,550 10,900,550 5,479,275 424,635

27,060"
Guatemala 1,500,000 1,500,000 1,321,595 126,221

7,839"
Guyana 2 1,603,480 1,603,480 983,216 (36,938) (24,180)
Honduras 4 7,364,785 7,364.785 4,409,665 596,983 105,711
Jamaica 6 40,445,861 24,333,546 20,056,304 (219,272)
Mexico 2 10,760,032 10.760,032 5,147,089 (32,269)
NIcaragua 3 15,924,915 15,924,915 12,530,258 389,529 50,000

18,194"
Panama 9 41,172,213 29,772,213 26,938,440 40,821 25,688
Paraguay 1 4,000,000 2,000,000 2,000,000 358... Peru 7 57,098,100 47,098,100 39,640,655 44,657 490,418

2,534"
Venezuela 9 51,350,659 51,350,659 35,372,653 1,303,641 1,032,782

- ------- _20,77~~ -
Totals 76 454,942,536 411,390,221 334,387,585 2.688,160 1,680,419

84,980"
53,7622

"Interest Guaranty Deposits
lcentral American Bank for Economic Integretion
21nterest Guaranty Deposit for Projects fully Repaid
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Near East as of September 30, 1978

Reserve Fund
Number of Amount Amount Outstanding Balance In

Country Projects Authorized Disbursed Balance U.S.A. Overseas

Iran 1 7,500,OOg 7,500,000 7,260,439
Israel 5 150,000,00 150,000,000 148,616,376
Portugal 2 40,000,000 30,000,000 30,000,000 (3,293)
1\.lOlsla 3 24,992,798 --3705,298 21,406,806 _~7,307

Totals 11 222,492,798 211,205,298 207,283,621 54,014
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Total Projects
Authorized and
Under Contract

as of September 30, 1978

Reserve Fund
Balance In

U.S.A. Overaeaa

.:.1l1li

Number of Amount Amount Outstanding
Projects Authorized Disbursed Balance

Africa 9 53,967,064 47,667,064 44,208,055
Asia 9 104,753,566 98,253,566 93,762,180
Latin America 76 454,942,536 411,390,221 334,387,585

Near East 11 .~22,49~,79~ ..?!.!.,205,298. _?~!,~~!§-~~
SUbtotal
Interest on CD's

Totals 105 836,155,964 768,716,149 679,641,441

'Interest Guaranty Deposits
21nterest Guaranty Deposit lor Projects fUlly Repaid

Projects AuthoriHd
And Fully ••,.id

Latin America

(65,857)
1,171,224
2,688,160

84,980'
53,7622

---_. ?-~,Q!~.
3,988,283

98,869_________w_

4,085,152

314,241
1,680,419

1,994,660

1,994,660

Country/Project

Guatemala
Capital City
Capital City
Banco Granal & Towson

Peru
Jardines Viru

Totals

Project Amount Amount Paid by
Number Authorized Disbursed Borrower

520-HG-001/1 $ 1,500,000 $ 1,500,000 $1,500,000
520-HG-001/11 1,817,000 1,816,213 1,816,213
520-HG-002 3,000,000 2,937,462 2,937.462

527-HG-OQ2 3,825,776 3,825,776 ~1,247

$10,142,776 $10,079,451 $7,964,922
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Paid by
A.I.D.

_2,114,529

$2,114,529



Claillls
Against
Guaranty

The devaluation of the currency of some countries and other reasons have resulted in shortages in
payments received from the Administrators or Borrowers by the Investors for a few projects. These
Investors have made claims to A.I.D. to make payment for the amounts of the deficiencies. In addition
A.I.D. made full payment of th,e outstanding loan balance to the Investor on one loan.

Some of these claims are deemed to be fully recoverable by virtue of host country guarantees to
reimburse A.I.D. for any payments it makes. In the instance where A.I.D. made full payment of the
outstanding loan balance to the Investor, a portion of the loan is recoverable from the remainir.g
payments due from the individual homeowners.

510·HG·001 $ 2,728.700

515-HG·OO3 136,888

517-HG·OO5 650,000

527-HG·001/1 256,203
527-HG·001/11 220,626
527·HG·002 1,914,919
527·HG·004 219,874

532-HG·001/1 262,560
532·HG·001/11 33,422
532-HG·002 490,594
532-HG·008 146,393

523-HG·006 ______88'836

,_~J,179,105

$11,178,051.-
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1 Projected recoveries on this project.
converted to U.S. Dollars at the
Treasury September 30. 1978. rate
01 exchange. amount to $503.939.

2 These claim payments are subject
to reimbursement by the Host
Government under the Host
Govemment Guaranty Agreements.
They do not Include penalty interest
receivable Irom the respective
Governments,

Country/Project
Peru

Jardines Viru1

Senegal
Patted'Oie2

Zaire
CNECI2

Total Recoverable Claims

Non-Recoverable Claims
Argentina

Field Argentina
Costa Rica

Desarrollo Urbana
Dominican RepUblic

COINFO
Peru

Apollo
Apollo
Jardines Viru
Salamanca

Jamaica
Independence City
Independence City
Ensom City
Montego

Mexico
Matamoros

Total Non-Recoverable Claims

Total All Claims

Project
Number

527-HG·002

685-HG·001

660·HG·001

Cumulative Claims Incurred
(less reimbursements)

to 9/30/78

$ 503,939

1,609.498

_~.885,509

1..3,998,946



Shelter
Program Objectives

A.I.D. Polley Determination 55
October 22,1974
A.1.O.'s goal in the shelter sector Is to
assist LOCs develop the institutional,
technological, and financial capacity to
provide shefter under reasonable
conditions for all levels of society, with
emphasis on government actions to
meet the needs of the poor. The
Housing Guaranty Authority provides for
substantial resource transfers to
developing nations. The magnitude of
the resources made available through
the world's largest international housing
program calls for its full integration and
coordination with other A.1.0.
development objectives and programs.
Reasonable shelter is an essential
element In the improvement of the
quality of life for the poorest majority.

Given the unique characteristics of
A.I.O.'s Housing Guaranty Authority, it
should be the preferred resource used to
assist LOCs meet their housing needs;
however, development loan and
development grant resources may and
should be utilized selectively when they
will contribute to A.I.O.'s shelter
objectives. All shelter projects,
Irrespective of the source of financing,
should be programmed as an integral
element of A.I.D. annual country
programming. A.I.D.'s shelter activities
will give the highest priority to
undertakings submitted by host
governments which clearly lead to the
Improvement in the lives of the poorest
of their people. To the extent possible,
A.I.O. shelter resources-grant, loans
and guaranties-wlll.be invested In

projects either directly benefitting low
income groups (I.e., the poorer half of a
given country or city urban population),
or indirectly benefitting such groups
through the development of national
housing policy and housing institutions.
Because of polley and practical
constraints within some developing
countries, it is not feasible to shift all
housing guaranty Investment resources
immediately into direct financing of
projects for poor families. However, an
Increased proportion of housing
guaranty financing will be used for
projects that directly benefit low income
groups.

30

A priority objective of A.I.O. shelter
strategy Is to help the LOCs deve!op
their capabilities for analyzing their
housing requirements and developing
plans and policies that meet these
requirements. By assisting LDCs
formulate a rational housing policy which
addresses the needs of all citizens,
A.I.O. will encourage Increased attention
to the needs of the poor. As an integral
part of negotiat!on for A.I.D. assistance,
the Agency will discuss with the LDC its
general housing strategy and alternative
means of improving the living conditions
of poor people.



•

A.I.O. programs will also assist
developing countries in creating and
strengthening the necessary institutional
framework to implement their shelter
policies. Given the magnitude of the
need and the relatively small amount of
resources available, A.I.O. assistance
should have a strong multiplier effect. By
building shelter finance Institutions
capable of replication on a large scale
and encouraging technical and financial
innovations, the effect of small resource
allocations will be substantial.

A.I.O. shelter assistance will be used to
encourage maximum use of unutllized
resources (e.g., institutions which
mobilize idle savings, encourage
self-help housing, and optimize the use
of unemployed labor), while minimizing
the drain on scarce resources (e.g.,
existing savings or Imports).

A.I.O. will help the developing countries
examine alternative interest rate
policies. Arlificially low interest rates
may reduce the flow of private capital
into home financing, and exacerbate the
scarcity of housing investment funds for
lower income groups; whereas, rent
payments may reflect returns on capital
far in excess of prevailing interest rates
(e.g., from 30% to 100% per annum).
Public resources are generally
Inadequate to provide interest subsidies
to a substantial number of poor people,
and for such families, at non-subsidized
rates, their monthly outlays for a home
would be less than their current rental
payments. Although charged with
political sensitivities, interest rate policy
is an Important subject for an
LDC/A.I.O.. dialogue.

A.I.O. will assist LOCs in meeting the
minimum shelter requirements of poor
families with the limited resources
available by:

AdVising on the establishment of
housing standards that assure the
minimum requirements of health and
safety and enable the construction of
shelters that the poor can afford.

Supporting the "sites and services"
approach, which provides poor families
with homesites in new tracts of
urbanized land with basic supporting
infrastructure services on which to build
a shelter with their own labor.

Providing technical assistance in order
to develop viable institutions to mobilize
savings and provide small credits to
families for financing acquisition of their
homesites, purchase of building
materials, or construction of a core
house.

Assisting the developing countries to
adapt new housing materials and
construction technology to reduce costs
or improve the performance of low-cost
housing, using United States research
and technical capacity that is applicable
to LOCs.

In discussions with LOCs, A.I.O. will give
careful attention to the effect of home
finance institutions on aggregate
savings. A.I.D. will encourage projects
that provide incentives for families to
save more than they otherwise would,
and that contribute to the development
of capital markets and monetization of
household savings.

31

These criteria will apply to projects for
reconstruction of housing destroyed in a
national disaster to the extent possible,
and wind or earthqual(e resistant
features will be Incorr'orated into
replacement housing, whenever
feasible.

SUbject to competing research needs,
A.I.D. may fund from grant, loan, or
guaranty fee Income, research on shelter
sector policy and technological problems
of current concern to dr!Veloping
countries. Priority will be accorded to
research with wlj(ldwid,~ application. _.
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Cooperation With Other
Organizations
A.J.D. will encourage an interchange of
experience and Information among
those domestic and international
organizations concerned with the shelter
sector in LDes, with particular emphasis
on housing policy, institutional
development, and the problems of
meeting low income shelter
requirements.

A.I.D. Is prepared to consider
supplementing the housing activities of
the Worfd Bank or other donors with Its
own resources when requested by the
host country.

Programming Shelter Activities
A.J.D. assistance to developing countries
in the shelter sector will respond to the
social and developmental priorities of
individual applicants.

The identification of shelter needs, the
design of projects and programs will be
fully integrated with A.1.D.'s country
programming. The Housing Guaranty
Program will be fully incorporated into

• the A.J.D. budget review process, the
justifications to the Office of
Management and Budget (OMB), and
the Congressional Presentation.

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 development 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-eost housing.

Develop models and demonstration of
low-cost housing and financial
institution··buildlng responsive to the
needs of low income groups.
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country Eligibility for Housing
Guaranty Loans
Housing guaranty in 'Jestments are a
useful means of transferring private U. S.
resources to developing countries which
tlre able to service an increasing volume
of foreign loans at prevailing market
interest rates, but are experiencing
difficulty gaining access as newcomers
to the long-term private capital markets.
The housing guaranty loan is especially
well-suited to the needs of countries in
which concessionaJ loans are being
phased out. .

A prerequisite for authority to begin
negotiation of a housing guaranty loan Is
a determination by the country Mission
(or Embassy) and the region concerned
that the housing guaranty I-~n will
contribute to social and developmental
objectives of the borrower. This
determination should be obtained at the
"Approval-in-Prlnciple" or IRR stage.
High income developing countries which
are rapidly accumUlating reserves and
already have ready access to long-term
private capital markets are generally not
eligible for housing guaranty loans.
13xcept when the Regional Bureau
determines that special considerations
otherwise justify a guaranty. Very low per
capita income countries (including the
least developed countries) which will
continue to requir.e concessional aid for
an Indeterminate period are generally
not suited for housing guaranty loans,
unless compelling circumstances justify.

I
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The eligibility of countries for housing
investment guaranty loans will be
determined on a case·by-case basis at
the time a request for Housing Guaranty
assistance is received and will be based
upon an analysis of the country balance
of payments prospects, debt servicing
capability, and development
investment needs.

As in the past, A.I.D. will, In the future,
consider sympathetically requests for
assistance for shelter reconstruction
following national disasters (I.e., an
earthquake or flood).

Community center and clinic
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A.I.D. Polley Determination 67
May 27,1976

Introduction
This policy determination provides
guidance for program development to
address the problems af the urban poor
under current foreign aid legislation. The
determination recognizes the need to
deal with some of the critical problems of
the urban poor which constrain
development and to understand beller
the process of urbanilation as it relates
to development. It emphasizes the
opportunities for use of existing
legislative authorities and program tools
to work in thi:> field. It assumes project
development and implementation in
closo collaboration with developing
country institutions.

Background
A.I.D.'s resources have been devoted
increasingly to the needs of the poor
majority in developing countries. The
needs of the poor majority are
enormous, and A.I.O.'s resources are
limited. Programs are focussed on the
rural poor, the most numerous and
generally the least advantaged of the
poor majority. Because increased food
production Is basic to improving the
quality of life for the poor in general. the
small farmers. as food producers, are a
major concern. A.I.O. has recognized
the need to support food production
efforts with related administrative,
economic, and social Institutions and
services and with complementary
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employment and productive
opportunities off the farm. This
recognition has broadened AI.O.'s
concr~;, to Include rural development
which embraces market towns and small
cities as well as farms and villages.

Rapid urbanization effects rural areas,
too, and there is increasing awareness
of the interrelatedness of "rural" and
"urban" places and functions in the
development process. At the same time
there has been a growing recognition in
A.J.D. and outside of the problems of the
urban poor per se. They are increasing
rapidly In number-in the cities of many
developing countries more than 50% of
the population is reported to be living in
squatter settiements and slums - and
are straining existing urban facilities.
services, and other resources, as well as
the ability of the national economy to be
responsive. Some of the worst poverty
can be found in large ci~ies. Effective
access of segments of the urban poor to
employment and services may be as
bad as for the rural poor.

AI.D.'s early recognition of these factors
, was contained In the rationale for the
current urban development program.
(See "Guidance Statement on Urban
Development." PO-54, June 15, 1973.)
Relevant U. S. expertise is substantial
and is sought Increasingly by developing
countries and other donors as they work
on this wide range of matters.



These considerations led to the recent
!-~...licy development exercise In the
Agency, which Included also an Inquiry
Into current agency programs and
projects j.)r the direct and indirect
benefits gained by the urban poor. This
study concluded that many'of A.I.D.
sectoral activities In population planning,
health and selected development
problems, as well as in Housing
Guaranty and PL 480 programs, affect
significantly the urban poor.

The Foreign Assistance Act was
changed last year 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
re8ources) 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 development,
with particular emphasis on small, labor
intensive enterprises, marketing systems
for small producers, and financial and
other Institutions which enable the urban
poor to participate in the economic and
social development of their country.

The Housing Guaranty program and PL
480 authorities were amended to ensure
these programs address the
development problems of poor people.
(See also "Sheller Program Objectives,"
PO-55, revised October 22,1974.) Both
programs-'- especially Housing
Guaranty-have been urban-orianted.
In addition, the private and voluntary
organizations (PVOs) have been
involved heavily in the PL 480 program.

Policy Guidelines
1. The primary focus of A.I.D. programs
and projects will continue to be on rural
areas and on the rural poor. Included are
those among the poor majority who live
and work in villages, market towns, and
those small cities which are centers of
rural regions. Effective rural
development requires the development
and integration of these places to
provide markets, servlcE:ls, employment
and balanced growth. A.I.D. needs to
and will step up this aspect of its rural
development efforts.

2. A.I.D. will continue to be interested in
broad developmental Issues; among
them, the process of rapid urbanization,
regional development, and the problems
of the urban poor.

3. The problems of the urban poor will
be addressed in the light of national
development goals and policies through
specific analysis of host country
circumstances, particularly the relative
well being of urban and rural populations
and any urban bias in the allocation of
national resources.
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4. Many of A.1.D.'s presont programo
(especially Housing Guaranty, PL 480,
health, population and PVOs) benofit !he
urban poor. These programs and that of
the Office of Urban Development will be
conllnued. Missions are encouraged to
analyze and to take account In their
programming of how and how much
urban populallons benefit directly and
indirectly from exlsllng and plannod
projects.

5. New activities designed to benefit the
urban poor will consist of R&D and pilot
demonstration projects In three areas. In
order of priority they are:

a) probl'3ms and prospects for em
ployment generation, especially in the
formal sector of big cities.

b) Improved urban planning (analysis,
methodologies. and techniques) and

c) the impact of social welfare pro
grams on big city urbanization and of the
relative cost and distribution of current
social welfare between rural areas and
big cities.

Emphasis will be on projects which seek
to demonstrate successful methods and
approaches, thus increasing knowledge
of how to help the poor majority. Projects
which promote active participation of the
urban poor in planning as well as im
plementation will be encouraged.

6. COL:;1try pro~lram, regional, and cen
tral resources will be available for ae
tivitles which meet the guidelines above
(paras. 1-5). With the exception of the
Housing Guaranty Program, A.I.D. does
not expect to have sufficient resources
to make significant capital investments
in major cities.

Roadsido mark.t

7. The collaborative style with host
countries is assumed. Collaboration with
other donors in project Identification. de
velopment, and implementation for the
urban poor will be sought.

B. A.I.D. will be responsive also 10 re
quests for country-funded technical as
sistance (Section 607 and 661 of tile
FAA) to address the problems of the
urban poor and to requests for help to
urban areas which have experienced
natural disasters.
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Program Implications
The urban poor are to be Included In
Agency programming to the extent that
analysis of specific country situations
Indicates that this should be done as
part of the overall strategy of helping the
poor majority, that opportunities and
support for effective projects In ui~an

areas exi'lt, and the primary focus of the
program on the rural areas and their
associated urban linkages permits.

Recognition that the urban poor are a
legitimate target population requires en·
hancement of our understanding of the
similarities, differences, and relation
ships of urban poverty and rural poverty
and of ways of dealing with them.

The inclusion of the urban poor as an
Agency concern calls for greater aware·
ness in all project design and Implemen
tation of the impact of Agency programs,
In order to Insure that the designated
target population, whether rural, urban,
or both, aciually does benefit.

Research and development and pilot
demonstration projects should Increas~

developing country and Agency under
standing of the pmo:tlcal significance for
policy and program of such things as :he
different poverty problems In cities,
towns, and villages; the degrees of ac
cess to productive employment and to
services and resources among poor
people in different locations; the
dynamics of migration to and from cities
and towns; and conflicting Interests of
different groups among the poor major·
ity. Replicabllity will be a key criterion in
selecting and undertaking these proj
ects.

Revisions In the Foreign A~slstallce Act
and Agency policy determinations re
emphasize the nfled to use HouGlng
Guaranty and PL 480 authorities to ad
dress problems of the poor majority.
These special authorities can be com
bined with A.I.D. resources. The lever
age from both of these special au
thorities can help Influence policy and
program development In developing
countries. More attention needs to be
given to their use in olarket towns and
small cilies In rural areas. The focus
should be on investment and productive
activities which increase employment
opportunilles, basic facilities and serv
Ices as well as the poor majority's ac
cess to them.

By Itself, the Housing Guaranty authority
can be used for housing and related
community facilities such as power, wa
ter, and sewer lines within a community
or housing project area; basic slum and
squatter upgrading; and sites and serv
Ices. Current squatter upgrading and
sites and services projects In several
countries are examples.

Under the PL 480 authority, there are
already food-for-work programs which
are used to help develop food transport
and storage 'acllitles for small farmers
and urban Infrastructures; nutrition pro
grams In conjunction with health and
family planning clinics; and feeding cen
ter programs - programs to "directly
Improve the lives of the poorest ...
people and their capacity to participate
in the development of their countries."

Where a decision has been made to do
something, the expertise and othor
capabilities of private and voluntary or
ganizations and of tho private business
sector should be enlisted to help with the
problems of the urban poor. They can be
especially helpful In assisting developing
countries Innovatlvely with the small
producer sector, appropriate technology,
delivery of services, technical and skills
training, and participatory organizations.

The Initiative for programming 'or ur
banization and the urban poor may bo
taken by an A.I.O. field mission or by &
regional or central bureau in A.I.D./
Washington.

-
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Foreign
Assistance
A.et of 1961,
as amended 1978

TITLE 111-Housing and Other
Credit Guaranty Programs
SEC. 221. HOUSING GUARANTIES.- -:'he
Congress recognizes that shelter
requirements are among the most
fundamental of human needs. Shelter
for most people In the developing
countries consists largely of domestic
materials assembled by local labor.
While recognizing that most financing for
such housing must come from domestic
resources, the Congress finds that
carefully designed programs involving
United States capital and expertise can
Increase the availability of domestic
financing for improved housing and
related services for low-income people
by demonstraling to local entrepreneurs
and institutions that providing low-cost
housing can be financially viable. The
Congress reaffirms, therefore, that the
United States should continue to assist
developing countries in marshalling
resources for low-cost housing.
Particular attention should be g)ven to
programs which will support pilot
projects for low-cost shelter or which will
have a maximum demo'nstration impact
on local Institutions and national policy.
The Congress declares that the long run
goal of all such programs should be to
develop domestic construction
capabilities and to stimulate local credit
Institutions to make available domestic
capital and other management and
technological resources required for
f.lffective low-cost sheller programs and
policies.

SEC. 222. AUTHORIZATION. - (a) To
carry out the policy of section 221, the
President Is authorized to Issue
guaranties to eligible Investors (as
defined in section 238 (c» assuring
against losses incurred In connection
with loans made for projects meeting the
criteria set forth in section 221. The total
principal amount of guaranties issued
under this title or heietofore issued
under prior housing guaranty authorities,
which are outstanding at anyone time,
shall not exceed $1,180,000,000. The
authority of this section shall continue
until September 30, 1980. The President
may issue regulations from time to time
with regard to the terms and conditions
upon which such guaranties shall be
issued and the eligibility of lenders.

(b) Activities carried out under this
section shall emphaslze-

(1) projects which provide improved
home sites to poor families on which to
build shelter, and related services;

(2) projects comprised of
expandable core shelter units on
serviced sites;

(3) slum upgrading projects
designed to conserve and improve
existing shelter;

(4) shelter projects for low Income
people designed for demonstration or
institution building purposes; and

(5) community facillties and
services in support of projects
authorized under this section to Improve
the sholter occupied by the poor.

(c) In Issuing guaranties under this
section with respect to projects In a
country which requires the use or
conservation of energy, the President
shall give consideration to the use of
solar energy technologies, where such
technologies are economically and
technically feasible. Technologies which
may be used includ\~ solar hot water
systems. solar heating and cooling,
passive solar heating, biomass
conversion, photovoltilic and wind
applications, and community-scale solar
thermal applications.

SEC. 223. GENERAL PROVISIONS. - (a)
A fee shall be charged for each guaranty
issued under section 222 or 222A in an
amount to be determined by the
President. In the event the fee to be
charged for such type guaranty is
reduced, fees to be paid under existing
contracts for the same type of guaranty
may be similarly reduced.

•
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(b) The amount of $50,000,000 of fees
accumulated under prior investment
guaranty provisions repealed hy the
Foreign Assistance Act of 1969, together
with all fees collected in connection with
guaranties issued under section 222 or
under prior housing guaranty authorities,
shall be available for meeting necessary
administrative and operating expenses
of carrying out the provisions of soction
222 and administering housing
guaranties heretofore authorized under
this title and under prior housing
guaranty provisions repealed by the
Foreign Assistance Act of 1969
(including, but not limited to expenses
pertaining to personnel, supplies, and

.printing), subject to such limitations as
may be imposed in annual appropriation
Acts; for meeting management and
custodial costs incurred with respect to
currencies or other assets acquired
under guaranties made pursuant to
section 222 or heretofore pursuant to
this title prior Latin American and other
housing guaranty authorities repealed by
the Foreign Assistance Act of 1969; and
to pay tt,e cost of investigating and
adjusting (Including costs of arbitration)
claims under such guaranties; and shall
be available for expenditure In dischruge
of liabilities under such guaranties until
such time as all such property has been
disposed of and all such liabilities have
been discharged or have expired, or
until all such fees have been expended
in accordance with the provisions of this
subsection. Fees collected in connection
with guaranties Issued under section
222A shall likewise be available to meet
similar expenses, costs, or liabilities
incurred in connection with the programs
authorized by that section.

(c) Any payments made to discharge
liabilities under guaranties Issued under
section 222 or heretofore under this title
or under prior Latin American or other
housing guaranty authorltles repealed by
the Foreign Assistance Act of 1969, shall
be paid first out of fees referred to In
subsection (b) (excluding amounts re
quired for purposes other than the dis
charge of liabilities under guaranties) as
long as such fees are available, and
thereafter shall be paid out of funds, II
any, realized from the sale of currencies
or other assets acquired in connection
with any payment made to discharge
liabilities under such guaranties as long
as funds are avallaole, and finally out of
funds hereafter made available pursuant
to subsection (e).

(d) All guaranties Issued under section
222 or 222A or previously under section
240 of this Act or heretofore under this
title or under prior Latin American or other
housing guaranty authority repealed by
the Foreign Assistance Act of 1969 shall
constitute obligations, 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 obliga
tions.
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(e) There is hereby authorized to be
appropriated to the President such
amounts, to remain available until ex
pended, as may be necessary from time
to time to carry out the purposes of this
title.

(f) In the case of any loan investment
guaranteed under section 222, the
agency primarily responsible for adminis
tering part I shall prescribe the maximum
rate of interest allowable to the eligible
investor, which maximum rate shall not
be less than one-half of 1 per centum
above the then current rate of Interest
applicable to housing mortages insured
by the Department of Housing and Urban
Development. In no event shall the
agency prescribe a maximum allowable
rate of interest which exceeds by more
than 1per centum the then current rate of
interest applicable to housing mortgages
insured by such Department. 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 officially 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).
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(g) Housing guaranties committed, au
thorized, or outstanding hel'etofore under
this title or under prior housing guaranty
authorities repealed by the Foreign As
sistance Act of 1969 shall cC'I'1tinue sub·
ject to provisions of law originally appli
cable 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 misrepre
sentation for which the party seeking
payment is responsible.

I

(I) ••• [Repealed-1976].

(j) Guaranties shall be Issued under sec·
tion 222 only for housing projects which
(1) except for regional projects are In
countries which are receiving, or which in
the previous two fiscal years have re
ceived, development assistance under
chapter 1of part I of this Act, (2) are
coordinated with and complementary to
such assistance, and (3) are specifically
designed to demonstrate the feasibility
&nd suitability of particular kinds of hous
Ing or of financial or other institutional
arrangements. Of the aggregate face
value of housing guaranties hereafter
Issued under this title, not less than 90
per centum 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 housing guaranties
until September 30, 1976, as follows: In
Israel, not exceeding a face amount of
$75,000,000, In Portugal, not exceeding
a face amount of $30,000,000. and In
Lebanon, not exceeding a face amount of
$30,000,000.
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SECTION 236. DEFINITIONS. -As used In
this tltle-

(c) The term "eligible Investor" means:
(1) United States cillzens; (2) corpora
lions, partnerShips, or other associations
Including nonprofit associations. created
under the laws of the United States or
any State or territory thereof and substan
'Ially beneficially owned by United States
cillzens; and (3) foreign corporations,
partnerShips, or other associations wholly
owned by one or more such United
States citizens, corporations, partner
ships, or other associations: Provided
however, That the eligibility of such
foreign corporation shall be determined
without regard to any shares, in aggre
gate less than 5 per centum of the total
Issued and subscribed share capital, held
by other than the United States owners:
Provided further, That In the case of any
loan investment a flnal determination 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 Insurance or guaranty Is Issued.
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Development Support
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Albertina Dauer, Secretary
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Office of the General Counsel
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Barbara B. Davis, Attorney-Advisor
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Patricia Johnson, Secretary

Office of financial Management
Arthur Smith, Chief, Loan Division
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Accounting Unit
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Joyce Fuller, Secretary

Regional Offices
Office of Housing
Contral America
Tegucigalpa, Honduras (% U.S. AI.D.

Mission)
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Panama and South America
Panama City, Panama (C/o U. S. A.I.D.

Mission)
Marlo Pita, Assistant Director
John Kilgore, Assistant Director

(deceased September 1978)
William Mann, Housing Officer
West Africa
Abidjan, Ivory Coast (% U. S. Embassy)
Albert N. Votaw, Assistant Director
Sara Frankel, Housing Officer
East and Southern Africa
Nairobi, Kenya (C/o U. S. A.I.D. Mission)
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U. S. Inqulrlt;,,,;
Per::;o"'~. '/'ill';' ~:,.. I.i. ~~ who would like
adr!ititlr,··lllv~ma;I ..1 'lay contact the
Dlrectl~r. (il1lrq 0; HoVilng, Room 625,
SN12, AC~l1cyL· .. ! :lemational
Developml:'I'1', ;'Jashll'lgton, D. C. 20523.
Telepholle~ :.W2) 632.·9637

Overseas InquirIes
Persons desiring further Info~mation may
contact one of the Regional Offices of the
Office of Housing or the U. S. ALD.
Mission or U. S. Embassy in their country.




