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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Ethiopia - Development Corporation International

Attached for your review are the recommendations for
authorization of a guaranty in an amount not to exceed $5,000,000
assuring against loss of any loan investment by Bankers Life
Company, Des Moines, Iowa, and Fidelity Mutual Life Insurance
Companv, Philadelphia, Pennsylvania ("Investors") for the purpose
of providing long-term financing of a private housing project in
Addis Ababa, Ethiopia.

This guaranty proposal is scheduled for consideration
by the Development Loan Staff Committee at a meeting on Friday,
October 28, 1966,

Rachel C. Rogers
Assistant Secretary
Development Loan Committee
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Memorandum for the ILC
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Exhibits I-VII
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AID-ILC/P-L48L
October 21, 1966

UNCLASSIFIED

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

Subject: Housing Guaranty Project No. 663-HG-002 Ethiopia

I.

II.

PROBLEM

Authorization of issuance of a Housing Guaranty in the amount of
$5,000,000 in the city of Addis Ababa, Ethiopia.

SUMMARY OF PROJECT CHARACTERISTIGCS

1. Sponsor: Development Corpcration International of Boston, Massachusetts.
2. Builder: A to-be-formed subsidiary of Development Corporation International.
3. Location: Addis Ababa, Ethiopia.
L. Investor: Bankers Life Insurance Company, Des Moines, Iowa
Fidelity Mutual Life Insurance Company, Philadelphia, Pa.
Rates: 5 3/L percent for 20 years.

5. Administrator: The Imperial Savings and Home Ownership Public Association
of Addis Ababa, Ethiopia.

6. Amount of Guaranty: Not to exceed $5,000,000.

7. Mortgage Financing: 7 3/L percent for 20 years aud 10 percent downpayment.

8. Number of Units: 74O detached and semi-detached one-story single fAmily
dwelling units.

9. Price Range: $,897 to $8,976.

10. Construction Financing: The sponsor has been previously unable to obtain a
suitable commitment for construction financing. A condition that the sponsor
submit to A.I.D. acceptable assurance from a lending institution that it will
supply the required construction financing, indicating the amount, term, and interest
rate is made a part of this guaranty recommendation.

Attached for your information are the FHA Analysis and Recommendation dated
October 1 (Exhibit I), a Statutory Check List (Exhibit II), draft of Guaranty
Authorization (Exhibit III), Housing Market Data (Exhibit IV), Draft Letter of
Advice (Exhibit V), A.I.D. Dask, USAID, and host country endorsement of project
(Exnibit VI), and Letter of Recervation (Exhibit VII).



III. DISCUSSION

1.

The Development Corporation International of Boston, Massachusetts, sub-
mitted an application to A.I.D. dated April 9, 1965, for an investment
guaranty on a housing project to be buiit in Addis Ababa, Ethiopia. FHA,
based on preliminary analysis and review of the documentation, recommended
that A.I.D. issue a Letter of Reservation. Upon issuance of the Letter of
Reservation, the Sponsor was requested to submit additional information
necessary to conduct an intensive review of the proposal.

FHA has completed its review of the additional documentation of the pro-
posed housing project submitted by the Sponsor and has recommended approwal
of the project.

The USAID Ethiopia and host government have indicated their support of the
project. On the basis of our review of the recommendations contained in the
FHA Report of October 14, 1966, and the related documentation we find the
proposed housing project sound and feasible.

IV. RECOMMENDATION

l-

The project, upon completion, will provide badly needed housing for middle
income families in Ethiopia, for whom little housing is presently available.
It is recommerded that the project be approved subject to the conditions set
forth in Exhibit V, Draft lLetter to the Investor.

Clearance: NRVander Clute, Director, AFR/PE ‘f‘///
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AID-ILC/P-LB)
EXHIBIT I

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

FEDERAL HOUSING ADMINISTRATION
WASHINGTON, D.C. 20411

October 14, 1966

Mr. Norman R. Vander Clute

Office of Private Enterprise

Bureau for Africa

Agency for International Development
Washington, D, C,

Re: Case Number 663-HG=-002
Addis Ababa, Ethiopia

Dear Mr. Vander Clute:

Pursuant to the amernded Foreign Assistance Act of 1961, the
Development Corporation International, Boston, liassachusetts,
filed with the Agency for International Development an appli-
cation for an investmert guaranty on a housing project to be
built in Addis Ababa, Ethiopia. On April 9, 1965, tl..s appli-
cation was submitted to the International Division of FHA for
a feasibility review.

On the basis of this review, on August 18, 1965, FHA advised
AID that it had completed its preliminary review of the appli=-
cation and recommended that AID issue a Letter of Reservation
to the sponsor. Upon issuance of the Letter of Reservation on
October 18, 1965, FHA requested from the sponsor the additional
information necessary to conduct an intensive review of the
proposal., We have completed our review and submit for your
consideration the enclosed guaranty paper which presents our
findings and recommendations for approval of this project.

Sincerely yours,

Q‘imﬂ Cmf w

iam N. Womelsdorf
Director
International Division



International Division
Federal Housing Administration
Analysis and Recommendations
Case No. 663-HG-002

Addis Ababa, Ethiopia
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SUMMARY, RECOMMENDATIONS AND CONDITIONS

A. SUMMARY

1. INVESTORS: Bankers Life Company, Des Moines, Iowa; Fidelity
Mutual Life Insurance Company, Philadelphia,
Pennsylvania,

2. BUILDERS: Development Corporation International Boston,
Massachusctts.

3. AMOUNT OF GUARANTY: Not to exceed $5,000,000.

4. PURPOSE: To guaranty the principal of loans by the investors
for the construction of a private housing project
located in Addis Ababa, Ethiopia.

5. PROJECT DESCRIPTION: The proposed housing developmeat will
consist aof 740 detached and semi-detached l-story
single family dwelling units in Addis Ababa. The
recommended selling prices range from $6,897 to
$8,976., Purchases of the houses will be financed
with 20-ycar mortgages and will require downpoy-
ments of 10 percent of the selling prices. The
proposed interest rate for the long=-term finance
ing 1s 5 3/4 percent.

B. RECOMMENDATIONS:

Based on it: review of the proposal, the Federal Housing Administration
recommends that the Agency for International Development, purusant to
Section 221 of the Foreign Assistance Act, enter into a contract with
the investors to guaranty 20-year loans in an amount not to exceed
$5,000,000 subject to the following conditions.

C. CONDITIONS:
That the sponsor=builder will:

l, Submit to AID acceptdble assurance from the Ethiopian Government
that it will guaranty the repayment in dollars of the dollar
denominated loan made by the U. S, investor.

2. Submit to AID acceptable assurance from a lending institution that
it will supply the required construction financing, indicating the
amount, term, and interest rate.

3. Submit to AID an acceptable plan for a Property Owners Association,
or an appropriate agreement with the city of Addis Ababa, that will
assure the rights of the home owners in the project the unrestricted
use of the proposed sewerage disposal system and, provide for the -
proper maintenance and regulation thereof.



7.

“2a-

Acceptable assurance that adequate temporary school facilities will
be made available to serve the estimated primary school population
of the development until such time as permanent facilities are
avaif.lable.

Acceptable assurance that adequate neighborhood shopping faciiities
will be available to the initial occupants of the project.

Not begin construction of the housea or urbanization prior to specific
authorization by AID.

Submit final drawings and specifications decmed necessary by FHA and
acceptable to AID for contract purposes.
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SECTION I - GENZRAL PROJECT CHARACTERISTICS

A, General Description of the Project

The proposcd project will consist of a subdivision containing
approximately 77 acres situated in the BOLE DISTRICT of the city

of Addis Ababa, approximately 3 1/2 miles from the principal
commercial and governmental district of the city., Accees to the
site will be provided by the existing 4-lanc Airport Highway and a
proposcd paved road running approximately onc quarter mile from the
Alrport Highway to the site, The project will be located in the path
of growth of the Addis Ababa metropolitan area,

The project will contain 740 detached l-story single dwelling units
with arcas in the subdivision reserved for commercial, recrecational
and cducational purposes, The development will be serviced by all
the necessary utilities and facilities, Water for the proposed
project will be supplied through the facilities of the Water Supply
Administration of the municipality of Addis Ababa, 1In as much as
there 1is no public gewage disposal system in Addis Ababa, a com-
munity sewage collector system and a sewage disposal facility ia
proposed to be installed to service this project. Electricity

for public lighting and domestic service will be supplied by the
Ethiopian Electric Light and Power Authority.

The recommended selling prices of the proposcd houses range from
$6,897 to $8,976. Purchases of the houses will be financed with
20-year mortgages and will require downpayments of 10 percent of
the selling prices. The total of the estimated selling prices of
the houses in the project is $5,383,180, The cstimated total
amounts of mortgages, subject to AID guaranty, is $4,844,580,

The sponsor anticipates that the Ethiopian Government will guaranty
the US dollar denominated long-term loan,

The application for guaranty in this project was prepared and sub-
mitted to AID by Mr. Haim S, Eliachar, President and Treasurer

of the sponsor corporation, Development Corporation International
(DCI), a Delawarc Corporation., DCI has had much experience in the
development, construction, sale, and financing of low cost housing
in foreign countrics, The capabilitics of this corporation are
well known to AID., DCI is the sponsor of a $5,500,000 housing
project in Lima, Pcru, now iu the final stages of completion

under a Housing Guaranty Agrcement with Bureau for. Latin America,

B, Pllot Demonstration Features

This project will provide an cxcellent demonstration of how the
requirements of a herctofore inadequately served income group can be
satisficd through the introduction of long-term mort_‘ges and small
downpayments to finance the sales of houses in a housing project,
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SECTION II - FINANCIAL ASPCCTS

A, Guarantied Investment

The proposed $5,000,000, 20-ycar, 5 3/4 percent loan to be guarantied by
AID will be made jointly by the Bankers Life Company, Des Moinecs, Iowa,

and the Fidelity Mutual Life Insurance Company, Philadelphia, Vennsylvania,
to a local subsidiary to be formed by the Development Corporation .
International (DCI). The loan will be evidenced by the issuance of
promissory notes and be sccured by first mortgages held by the administrator,
It is anticipated that the Government of Ethiopia will guaranty the U, S.
dollar denominated loan. A proposal from the Imperial Echiopian Government
for such a guaranty has not been submitted by the sponsor. A condition
that such a proposal, satisfactory to AID, be gsubmitted {s made a part of
this guaranty recommendation.,

AID will rcceive a fee of onc percent per annum of the unpaid balance of
mortgages held by the administrator. This fce is consistent with AID
policy regarding guaranty fees to be charged when the host government
guaranty is a full faith and credit obligation in U, S. dollars.,

The U, S, dollar loan by the investor will be repayable in U. S. dollars
in the United Stat2s by the adainistrator from Ethiopian dollars
accumulated from monthly rortgage payments, A maintenance of value
reserve fund 1s not required for this project providing the Imperial
Ethiopian Government is prepared to guaranty the U, S. dollar denominated
loan,

B, Adminiatrator

The Imperial Savings and Home Ownership Public Association of Addis Ababa,
Ethiopia, has indicated in writing its willingness to act as adminiatrator
for the proposcd project. The Association was created by Charter in 1963
as a building scciety for the purpose of encouraging thrift and providing
funds at reasonable rates of interest to promote home ownership, It i{s a
governmental institution with incorporators appointed by the Emperor. The
Association as of January 1966 rcported 1,368 depositors and 72 home
mortgage loans totaling $543,000. Our ficld inspection revealed that the
Aspociation has the respect and confidence of the Imperial Ethiopian
Government and the general public, and that {its lecadership is aggresaive
and sound, We belicve that the Association, which is AID sponsored, is
cepable of performing the functions of administrator for the proposaed

pre ject,

Ce Int. rim Financing

The sponsor has becen unable to obtain a suitable commitment for construction
financing. A condition that the sponsor submit to AID acceptable assurance
from a lending institution that {t will supply the required construction
financing, indicating the amount, term, and interest rate is made a part of
this guaranty rccommendation,



N, Downpayments

Downpayments will be required in the amount of 10 percent of the purchase
price, and will be held in an escrow account by the administrator during
the construction period,

E. Breakdown of Average Sales Prices, Closing Costa and Monthly Payments

The sponsor's proposed sales prices for cach type of house are as follows:
Forty units of Type A, $8823; 80 units of Type B, $8597; 180 units of
Type C, $7403; 440 units of Type D, $7241, rcpresenting an aggregate

total project sales price of $5,559,596.

The sales prices shown below are those recommended by FHA based on our
revicw of the plans, specifications and analysis of replacement cost,

1. Project Total (740 houses)

Sales Prices $5,383,180
Dowmpayments 538,600
Mortgape Amount 4,844,580

Amount of U, S. Guaranty (Maximum) $5,000,000

2, Individual llouses

Typc A Type B Type C Type D

Sales Prices $8,976 $8,549 $7,253 $6,897
Downpayment (10%) 898 855 726 690
Mortgage Amount 8,078 7,694 6,527 6,207
Number of Houses per Type 40 80 180 440

3. Approximate Schedule of Typical Cloain~ Charpges to Individunl Purchasers

Type A Type B Type C Type D

Initial Administrator's Fee $121,17  §115.41 $§ 97.91 § 93.11
(1.5% of Mortgape Amount)

Transf{cr of Title 5.53 5.27 4,47 4,25
(.000u85 of Mortgage Amount)

Recording Deed 5,53 5.27 4,47 4,25
!,000685 of Mortpape Amount)

Resecrve for Default Fund 80.78 76,94 65.27 62.07
Real Lstate Taxes .40 W40 A0 40
(one car in advance)

Hazard Insurance 28,27 26,93 22.84 21,72
(one year in advance)

Revenue Stamps 20.20 19,24 16,32 15,52
(,0025 of oripinal mortgage)

Recording Mortgage 6.00 5,77 4,90 4,66

(.00075 of original mortgage)
Total Approx. Closing Costs $267.94  §255.,23 §216.58 §205,98
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4. Monthly Payment (20 ycar mortgage term)

Composite Intercst Rate:

Mortgage Interest 5.75%
AID Fee 1,007
6.75%
Type A Type B Type C Type D
Average Mortgage Anount $8,078 $7,0694 $6,527 $6,207
Monthly Payment Based on Composite
Interest Rate of 6,757 $61,43 $58.51 $49.63 $47.20
Administrator's Fee A Jb 037 .35

(0.75% of the monthly payment

based on the composite interest

rate of 6,75%)
Hazard Insurance Prenifunm 2,36 2,25 1.91 1.01
($3.50 annually per $1,000

of original mortgage amount)

RCﬂl l‘:ﬂ[ﬂtc Taxes 006 006 .06 .0‘0
(30.40 annually, on land only)
Regserve for Default Fund 4,99 4,76 4,03 3.84

(0.75% aunnually on the average
unpaid mortgape balance of the
first year)
Exchange Corufssion W46 A 037 o35
(0.75% ot the monthly remittance
of futcrest, principal and AID fee)
Transfer of Funds Charpe 61 59 50 o7
(1% of the wonthly remittance of
interest, principal and AID fee)
Monthly Payment First Year §70.35 $67.03 $56.85 $54.006

F. Commentsn on Financial Charpes

We have been advised that the Governsent of Lthiopia will not wake a charge
for the dollar guaranty,

The charge for the Rescerve for Default Fund will eontinue until the equivalent
of four monthly payments to interest, principal, feen, etc,, have accrued,

G. Market

An analynis of the available atat{atics and other {nfurmation p.otaining to
the houstug supply {n ...ifs Ababa, and to the {ncomes of the renidents,
{ndicateu there o an adequato and active demand for the 740 houses propoaud
to bo bufle {n thins project,

Addis Ababa, with {tn prenent population of 493,000, will havo an eatimated
542,000 inhabttanta by 1968 bancd upon {ta present rate of annual growth of
3.2 percent. It {n cntimated that thoere {s a current need for 10,660

housen of the type propused for this project and there Ls the assurance that
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there are a substantial number of potential purchasers with sufficient
{ncomes to buy the houses, With the improving economy in Addis Ababa
and the increasing population the housing deficit can only increase,

The long range outlook for the economy ‘n Addis Ababa is considered

good, .ddis Ababa is the largest city in Ethiopia and the center of
government, While the country as a whole is probably 98 percent
agricultural, the principal offices of exporters and importers, banking
{nstitutions, business and professional organizations, diplomatic missions,
and a small amount of industry represent the economic base of the city,
The Ethiopian Airlines, with excellent servicing facilities, also
contributes substantially to the economic infrastructure of Addis Ababa,

A more detailed and comprchensive discussion of the adequacy of the market
in Addis Ababa is set forth in our Feasibility Recommendation of

August 18, 1965,

Sales Plan

The sponsor proposes & coordinated sales and promotion campaign., Houses
will be constructed in groups of 70 to 100 and pre-sold from models., The
sponsor corporation will maintain its own sales force,
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SECTION III - TECHNICAL ASPECTS

site

The proposed Addis Ababa project, containing approximately 77 acres of
undeveloped land is situated in the Bole Nistrict of the southeast
section of Addis Ababa, about 3% miles from the central commercial and
governmental districts of the city, and about one~half mile north from
the Haile Selassie I International Airport,

The site is approximately rectangular in shape and is bounded by open
country on all sides., Its northwest corner is approximately 300 meters
from the existing four-lanc Airport Hishway. Direct access to the site
will be: provided from the highway by mcans of a paved road,

Tonographic conditions are such that surface drainage should present only
minor problems., The land has a uniform slope in a northwest-southecast
direction and drains into zn existing ditch east of the tract. The soil
and subsoil conditions, consisting of approximately two meters of black
cotton or gumbo soil o -ecrlaying approximately 1.50 meters of the same
material with some small sandy pockets, Subsequent substratas consists of
clay, silt, sand and vacular trachyte. This type of soil is normally
impervious, gummy and expansive, with a tendency to form large and deep
cracks when dry. Conscquently, this soil condition requires special
sub-base design for streets, as well as special considerations for building
foundations.

There is an existing water supply line to the airport. Assurance has been
obtained from local authorities that two additional mains will be available
and in operation before initiation of construction,

Electri~ power for public lighting u«nd domestic service is available
through the recently completed hydroclectric plant facilities of the
Ethiopian Electric Light and Power Authority.

Telephone scrvice is available to the proposed project through the
facilitices of the Imperial Board of Telecommunications of Ethiopia,

Public transportation to the principal shopping and employment arcas of
the city is available at reasonable rates, $0.06.

The exiosting primary school facilities arc not adequate to absordb the
increasc in school population which will be created by the project. The
Ministry of Education hag indicated that the construction of primary schools
is the responsibility of the comuunity, Land for this purpose has been
provided, The spongor has not cowmplied with the condition of AID's Letter
of Reservation with rcspect to provisfons for temporary school facilities,
The condition that acceptable ansurance that adequate temporary school
facilities will be made available to serve the estimated primary school
population of the davelopment until such time as permancnt facilities are
available is wade a part of this guaranty recommendation,
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No shopping facilities exist within a radius of seven kilometers of the
proposed site. The sponsor has not complied with the condition of AID's
Letter of Reservation with recspect to provisions for neighborhood shopping
facilities. The condition that acceptable assurance that adequate
neighborhood shopping iicilities will be available to the initial
occupants of the project is made a part of this guaranty recommendation,

Urbanization

The proposed street layout consists of four secondary streets connected to
& ring collector street, which joins the access road leading to the Airport
Highway at the northwest coiner of the site, The street pattern forms
trapezoidal blocks. The blocks zre subdivided by cul de sacs and walks
with the housing units arranged in a cluster pattern. Each unit abuts on
a street or walkway, and allowances arc made for open areas for school,
parks, commercial and public facilities, A suitable number of parking
spaces are provided for the houses abutting on walkways or footpaths,

All the streets will be paved.

The public water supply system will consist of a looped distribution system.
An elevated water tank, fed by a city water main will provide adequate
pressure, Fire hydrants will be installed at reasonable and regulated
intervals as required by local regulations, The system is considered
suitable for the proposed development,

A gravity flow, cormunity sanitary scwer system, with an off-site treatment
facility is proposcd by the sponsor. Exhibits submitted indicate that the
system will adequately serve the project., The condition that the sponsor
submit to AID an acccptable plan for a Property COwners Association, or an
appropriate agreement with the city of Addis Abuba, that will assure the
rights of the home owncrs in tac project the unrestricted use of the
proposcd sewerage disposal system and provide for the proper maintenance
and rcgulation thercof is made a vwart of this guaranty recommendation.

The proposed storm drainage system is considered satisfactory.

The proposed public and domestic electrical distribution system is considered
satisfactory.

Unit Types and Construction

The sponsor proposes to construct 740 detached and semidetached, one-story,
single-family dwellings. The following table shows the number of each
unit type, the number of bedrooms and area of each dwelling type, the
related lot arca, and the proposed selling price of each house on a
typical lot,
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No. of No. of Building Lot Selling Price of

House Type  Bedrooms Units Area Area House & Lot
A (det) 3 40 77.6 265,6 $8,976
B (semidet) 3 80 77.4 233.6 8,549
C (det) 2 180 64,8 224 7,253
D (semidet) 2 440 64.4 199,2 6,897

The type A unit will be a detached house with a living room, three bedrooms,
kitchen with dining space, bathroom with shower unit, an outside precast
laundry tray at the rear, and a covered entry,

The type B unit will be a semidetached house with a living room, three
bedrooms, kitchen with dining space, bathroom with shower unit, an outside
precast laundry tray at the rear, and a covered entry,

The type C unit will be a detached house with a living room, two bedrooms,
kitchen with dining space, bathroom with shower unit, and a precast
concrete laundry tray at the rear.

The type D unit will be a scmidetached house with a living room, two
bedrooms, kitchen with dining space, bathroom with shower unit, and a
precast concrete laundry tub at the rear,

The structural system is to be a reinforced concrete frame consisting of
horizontal tie beams and vertical wall ties opn a heavily reinforced raft
type foundation and floor, designed especially for prevailing soil
conditions. The finished floor will be cement tiles with cement tile
baseboard. Interior and exterior walls will be hollow concrete block
finished on the exterior with a colored stucco and the interior walls
with plaster. The ceiling throughout is to be whitewashed chipboard,
The roof will be timber trusses with galvanized irom roofing.,

The plumbing installation and fixtures are considered adequate.
The layout of the units, method of comstruction, and use of materials are
considered appropriate for the market to which the housing development is

directed,

Cost Brcakdown

The cost and recommended selling prices listed belcw are based on FHA's
estimated urbanization and building comstruction replacement costs. On
the basis of our review, which has included FHA's field verification of
direct cost of construction and other charges, these selling prices are
considered reasonable,



Entire Project

Total Direct Cost
*0ther Costs

=11~

of House Construction

$3,500,360
658,320

Cost of Urbanized Land 782,320
Total Cost $4,941,000
Profit 442,180
Selling Price $5,383,180
Individual Houses
House Tyve A
''~tal Direct Cost of House Construction $5,819
*0Other Costs 1,099
Cost of Urbanized Land 1,321
Total Cost $8,239
Profit 737
Selling Price $8,976
House Type B
Total Direct Cost of House Construction $5,633
*0Other Costs 1,049
Cost of Urbanized Land 1,161
Total Cost $7,843
Profit 706
Selling Price $8,549
House Type C
Total Direct Cost of House Construction $4,662
*0ther Ccsts 884
Cost of Urbanized Land 1,114
Total Cost $6,660
Profit 593
Selling Price $7,253
House Type D
Total Direct Cost of House Construction $4,495
*0Other Costs 844
Cost of Urbanized Land 991
Total Cost $6,330
Profit 567
Seiling Price $6,897

*Other costs include builder's overhead, legal and organizational fees,
financing and marketing expense.,

The amount of profit shown has been cstimated in accordance with standard
procedures. A cost estimate cannot reflect the efficiency of the sponsor’s
organization; thercfore the exact profit realized by the sponsor may be more
or less than the dollar amount indicated.
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Local Regulations

The proposed method of construction is in compliance with local regulatory
agencies, Water supply, sanitary sewer and drainage systems will comply
with local regulations, The house plans will comply with local regulations,
The local regulations are considered to include reasonably high standards,



EXHIBIT II

AID-ILC/P-L4OL
October 21, 1966

SUBJECT: Statutory Check-List for Fthiopia Housing Guaranty Project

(1.)

(2.)

(3.)

(4.)

(5.)

(6.)

Section 221(a). Compliance with requirement that the
cooperating country government shall have agreed to
institute the guaranty program. Satisfied; A bilateral
agreement covering investment guaranties is in effect

in Ethiopia.

Section 221(a). Compliance with requirement that each
project shall be approved by the President. Satisfied;
Authority to approve has been delegated to the Regional
Assistant Administrator by Executive Order 10973, State
Depertment Delegation No. 10k, and A.I.D. Delegation

No. 39. The Assistant Administrator for Africa has approved
the project.

Section 221(b) and Section 223(c). Compliance with
requirement that investment guaranties may be issued
only to eligible United States investors. Satisfied;
The guaranty agreement will cover only lenders who are
"eligible United States investors™ within the meaning of
the statute at the time the guaranty is 1ssued.

Section 221(b)(2). Existeace of a determination that
assuring this loan investment against loss with appropriate
participation by the private investors in the loan risk is
important to the furtherance of the purposes of the Investment
Guaranties title and in accordance with the forelgn and
financial policies of the United States. Satisfied;
Determination mede by Assistent Administrator for Africa
pursuant to his delegated authorities as in Section 221(&)
above.

Section 221(b)(2). Compliance with requirement that
guaranties under this paragraph shall emphasize economic
development projects furthering social progress and the
development of small independent business enterprises.
Satisfied; Determination made by Assistant Administrator
for Africa pursuant to his delegated authorities as in
Section 221(a) above.

Section 221(b)(2). Total outstanding guaranties made

under this paragraph shall not exceed $300,000,000.
Satisfied; A timely reservation of issuing authority will

be made upon approval of this guaranty to assure that the
statutory limits on the face amount of guaranties outstanding
will not be exceeded.
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(7.) Section 221(b)(2). Compliance with requirement that
no payment may be made under this paragraph for any
loss arising out of fraud or misconduct for which
investor is responsible. Satisfied; The guaranty
agreement will provide thet no payment will be made
for any loss arising out of fraud or misconduct
for which the investor is responsible.

(8.) Section 221(c). Compliance with requirement that
no guaranty may exceed the dollar value, as of the
date of the investment, of the investment made in the
project with the approval of the President plus earnings
or profits actually accrued on saild investment to the
extent provided by such guaranty. Satiefied; The terms
of the guaranty agreement will preclude the coverage
exceeding the dollar value of the investment plus earnings
actually accrued thereon.

(9.) Section 221(d). Compliance with requirement that
suitable arrangements shall be made for protecting the
interests of the United States Government in connection
with the guaranty, including arrangements with respect
to the ownership, use and disposition of the currency,
credits, assets or investment on account of which payment
under such guaranty is to be made, and any right, title,
claim, or cause of action existing in connection therewith.
Satisfied; Suitable arrangements and adequate protection
will be made through the guaranty agreement and by agree-
ment with the Imperial Ethiopian Government.

(10.) sSection 222(a). Compliance with requirement that a fee
be charged for each guaranty. Satisfied; A fee will be
provided for in the guaranty agreement.

(11.) Section 222(g). Information and conclusion as to the
possible adverse effect of the dollar investment under
such guaranty upon the balance of payments of the
United States. Satisfled; Consideration has been given
to the balance of payments effect. While there will be
some procurement from U.S. sources, the net effect, in the
short run, will be a dollar drain. However, this statutory
provision was not intended as establishing such a conclusion
as preclusive,

September 26, 1966



EXHIBIT III

ATD-ILC/P-L8l4/A Draft

GQUARANTY AUTHORIZATION

Provided from: Investment Quaranty Authority Section 221 (b) (2),
Foreign Assistance Act

Ethiopia: Development Corporation International of Ethiopia

Pursuant to the authority vested in the Assistant
Administration for Africa, Agency for International Development
(hereinafter referred to as "A.I.D."), by the Foreign Assistance
Act of 1961, as amended, and the delegations of authority issued
thereunder, I hereby authorize the issuance of guaranties pursuant
to Part I, Chapter 2, Title III, Section 221 (b) (2) of that Act,
assuring against loss of any loan investment of not to exceed
Five Million Dollars ($5,000,000) by Bankers Life Company,

Des Moines, Iowa, and Fidelity Mutual Life Insurance Company,
Philadelphia, Pennsylvania ("Investors") for the purpose of
providing long-term financing of a private housing project in
Addis Ababa, Ethiopia, such guaranty to be subject to the tfollowing
terms and conditions:

1. Teim of Guaranty

The guaranty shall extend for a period of up to twenty (20)
years from the date of each disbursement under the loan.

2. Fee
The Investors shall pay or cause to be paid to A.I.D. in
United States dollars a fee of one percent (1%) per annum
on the outstanding guaranteed amount of the inveatment.

3. Interest Rate

The interest rate to the Investors shall not exceed five and
three-quarters percent (5 3/4%) per annum.
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L. Obligation of the Imperial Ethiopian Goverument

The obligation to guarantee the convertibility of Ethiopian
dollavs, at the highest legal rate of exchange prevailing
an the date of issuance of each eligible note under the
guaranty, for the payment of principal and interest in
United States dollars due on such notes under the loan

to be made by Inveators, shall be a full faith and credit
obligation of the Imperial Ethiopilan Government.

5. Other Terms and Conditions

The guaranty shall be subject to such other terms and
conditions as the Agency for Internations. Development
shall deem advisable.

Assistant AdwInTatrator for Africa

Date

Clearances: NRVander Clute:AFR/PE Date

CFFlinner:A/CONT Date

JCDemas :d1w:GC:9/27/66



AID-ILC/P-448L
October 21, 1966
EXHIBIT IV

BEST AVAILABLE DOCUMENT

Housing Roquirsments and Effcctivy Demand--Addis Abzba

Measurcment of housing requircments in any given housing markct
area is a difficult and prccarious cxercite at best. The,validity of
the answers dorived will deooend largely on the availability and the
validity of thu data and th.- information nccessarily vmploycd to maka
the analysis, as woll as the validity of assumptions, or judgments,
that may have to be applicd when full and firm data arc not available.
The type of answers sought may include ustimatcs as to the total
housing nced, that is, a measurc of all familics who arc inadequatcly
houscd in relation to some proscnt minirum standards as to housing
quality and density of occupancy; preferably broken down by income
groups and indicating the ability of such familics to pay for the
provision of "standard" housir: to meet their nceds. In addition, it
is desirable to try to mcasurc coffcctive demand in terms of the number
of units required by familics in various income groups and the prices
at which they can afford tn acquirc the nocded housing.  Finally,
consideration mirst be given to an cstimato of immediate, or near-torm,
markct demand which is limited tc that pertion of cffcective demand
which can be supplied by privatu cnterprise. This portion nust uwsually
be discounted by the number of familics who, for onc reasen or another,
may be expected Lot to cnter the market or to dolay their cntry.

The type of information nccded to determine housing requircments
and coffcetive demand includes. (1) reliable and up-to-date datt on
population and family charactcristics and trends, (2) data on migration,
(3) thoroughgoing data on wagis and salarics paid and a percuntage
distribution by incomc groups of total family, or houschold, incomes,
(4) information on thc lovel and trends of cconomic activity and
cmployment, (5) a rcasonably current survey of housing conditions
(quantity, quality, sizc and dunsity of occupancy of the existing stock
of housing), (6) thc ratc and trend of "standard" roesidential construc-
tion, (7) a concupt nf accented minimum s'.andaras of acconmodatien, and
(8) financing terms available, or that can become available, in the
markct arca. A considcrable amount of data of thesc types was fourd
tn be available for Addis Ababa--albeit not as complete or timely as
might be desired, but sifficicnt to provide the framework for analysis.

For o%hcr Ethiopian citics, the availability of such data in
limited. Given sufficicnt time, an analyst mipht be able to construct
reasonable estimates with rospect to the data noceded for cities cther
than Addis Ababa through obscrvation, intensive interviews with numurous
informed sccondary sources of information, and pilcecemcal censtruction
of the nueded indices. This has not buen poasible within the time
1imits of this survuy, and only general observations arc possible for
these othur citics.

The effective demand for housing in Addis Ababa was estimated by Burton
0. Young, Deputy Assistant Administrator, Office of Country Prograns,

H.,U.D, during the course of an A.I.D, sponsored "Survey of Housing" in
Ethiopia" in Juns, 1965.



A rather thorough analysis of total housing need and effective
demand was constructod for Addis Ababa, where, without doubt, the
greatest and most urgent needs exist. What follows is a description,
explanation and the results of that analysis.

Analysis of Total Housing Need in Addis Ababa

The Housing Market Area

A housing market is defined as the area within which the popula-
tion normally lives and works. This would usually consist of the
central city which contains the principal population and employment
concentrations and the adjacent suburban arcas. In the case of Addis
Ababa, such suburban development as exists is within the limits of the
city proper which, without adjustment either ouiward or inward, makes
up an appropriate arca for housing market analysis. It should be borne
in mind, however, particularly in consideration of market demand, that
some of the outlying arcas within the city, while not great in distance
from the central arca, are not adequately served with roads, public
transportation, water or other facilities amiwould not, therefore, be
attractive to home-scekers unless, and '.atil, such facilities are
provided.

Trend of Economic Activity

Economic activity (production, trade and employment) has becn, and
undoubtedly will continue, increasing at a fairly vigorous rate. Most
of the published and available data on cconomic activity covers the
ountry as a whole, but Addis Ababa, playing a very large role in the
total cconomy, undoubtcdly shares or exceeds the overall rates of growth.

The index for industrial production for the Empire of Ethiopia
(1955=100) incrcased from 123 in 1958 to 226 in 1963, an average annual
rate of change of about 16.k percent.l0/ It scems reasonable to predict
a continuing rate of incrcasc of 10-15 percent a year or greater. Em-
ployment in manuf9cturing industries incrcased from 19,998 in 1958 to
32,589 in_1962 11/ and to 43,000 in 196k according to preliminary
figures _2, for a percentage incrcase similar to that for industrial
poduction.

The asnpumed growth rate of gross national product in Ethiopia for
1962-67 is Li.3 percent per annum and the rate for per capita GNP 2.5
percont.l} These rather vigorous rates are confirmed, approximately,
by studies made by the USAID Mission. Information obtaincd from
several of the larger private umployurs in Addis Ababa shows an in-
creasing trend of cemployment from 1961 to 1965.

Pricos, wages amd salarics, while rolatively stable, have shown
somu tondency to move upward iy rucunt years. The wholesale prico
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index--export (Addis Ababa), major commodity groups (1958 = 100), stood
at 85.5 for 1961, declined in 1962 (80.6), held stable in 1963 (81.2)
and increased in 1964 (98.6 in 2nd quarter).ll/ The index for "other
goods" (Addis Ababa), the nearest available to a "Consumer's Price
Index", also bascd on 1958 as 100, stood at,K 96.2 in 1961 and gradually
increased to 98.4 by the 2nd quarter 1961;. 187

Average pay per operative and othe cmployeas in manufacturing
industrics throughout the Empire increased from Eth.$418 in 1959 to
Eth.$4B86 in 1962, an incrcase of 16 percent in three ycars. Employment
and incomc data were obtained from four major employers in Addis Ababa.
One showed about a 15 percent decline in the average of wages and
salaries paid in the four ycar period 1961-65, attributed to the
spreading of a rather fixcd number of managerial cmployces over a grow-
ing number of low-skilled workers (total employment increascd from 1Ll
to 2U45). Another reported a 3-U percent per year increase in average
wages and salarics paid. The third reported a 5 percent per year
increase, and the fourth an accelerating 5 to 10 percent per year
increasc.

It would appear that wages and salaries have been gencrally moving
up at an increasing rate while priccs have been rather stable, or with
lower rates of increase, thus resulting in an increased standard of
living with an increasing number and proportion of workers entering the
"middle class."

Population ard Houscholds

Addis Ababa is onc of the many African capitals whica grew up in
a remarkable way during the past twenty years. The 1961 census recorded
149,000 inhabitants, while previous ustimates were of g;,OOO in 1908,
70,000 in 1928, 105,000 in 1938, and 400,000 in 1952.12/" It<+ nuuthe
largest city in Africa between Cairo and Johannesberg, and the 5th
ranking in population of all African cities.

The 1961 cunsus lé/rcportcd 135,016 population in private housec-
holds, cxclusive of institutional population and homcless, with 123,755
houscholds--defined as a group of people who slept in the same or re-
lated quarters and who had common arrangements for meals. The average
sizc of houschold was 3.51 pursons (median 2.39).

The estimated ratoe of natural increase in population for Ethiopia
as a whole is 1.6 purcent pur annum.1?/ Addis Ababa, the capital city,
is of course a magiet for in-mipration from other parts of the country
as wcll as from outside the country. No official cstimates of the
currcnt rate of total populaticn increase for tho city were discovered
by the ourvoy team. A number of informal, unofficial cstimates were
obtained which ranged from 3.8 to 7 percent incrcase pur annum. For
soveral roagsons tho survoy team has discounted these estimates and for
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purposes of analysis has chosen a ratcof 3.2 percent pcr annum, cum-
lative, to cstimate the increasc from 1961 to the proscnt and to pro-
Ject population (and houscholds) to 1968.

One rcason for sclecting this rate is based upon tho increasc

betwoen 1952, when a "count" of sorts was made showing 100,000 and

1961 when the census showed LL9,000--a rate of increase much lower
than current unofficial cstimates and even lowor than the ratc chosen.
(Some opinions with respect to the mothods of cnumeration in both of
these years indicate that thorc may well have been some over-cvnumera-
tion). However, on the basis of informed opinions and cbservation,

it scems apparcnt that the rate has accelerated somewhat in recent
years.

Another rcason for choosing a lower ratc than those from un-
official estimatus is thnt Government policy toward ducontralization
of industry, improvement of cducational and agricultuml opportunitiecs
in the hinterland, and programs for pew towns and community develop-
ment should have the ceffect of diminishing the amount of migration to
the capital city which might otherwise take place.

Using the ratc of increase of 3.2 percunt, compounded annually,
and the averagc number of persons per hcuschold of 3.51, wu arrive at
the following estimates of population and houscholds for 1965 and 1968;

1961 1965 1968
Consus
Population in
Houscholds 435,016 493,400 5L2,300
Houscholds 123,155 140,000 154,500

Interestingly, thu ustimated total population for 1965 approx{-
mates tho 500,000 which those with informed opinions most froquontly
citc as an cstimate of currunt population.

Family Incomu Estimat.s

Family incom:, ay a detominant of ability-to-pay for houaing, is
a crucinl factor in housing nmark.t malysis.  The 1961 canmuy did not
roport on incomus. Two publishcd reports were found which wWer hulpful
in conostructing a picturc of incormey and incorme distribution ly varfous

incomu groups. Onc was a table on "Civilian Employment Pald by the Hoead
Offices of tho Gan?nmunL Kindatries and Departments in Addis Ababa by
Lovul of Ircomu",~'an of January 1962, excluding the Defonae Mintatry,

but including thu Municipality of Addis Ababa. The inmmes of 19,812
umployues wWory reported in a detafled dlnt{&?ULlon by incor: groups,
Tho othor was a Joint atudy in April 1960 1% by the Univeraity College



of Addis Ababa, the UN Economic Commission for Africa ard the Muni-
cipality of Addis Ababa of the social structure of some 600 familics
in six diverse areas of the city. Incomes of 568 houscholds, and an
income distribution by incomo groups, were reportoed.

Advices from many persons interviewed inside and outside of govern-
ment ware that governmont salaries are somewhat lower than those in
the private sector. To gain mere information on incomes in the private
soctor, data on wages and salaries were obtained from four of thc major
cmployers in Addis Ababa. An income distribution was constructed for
the private sector which included a total of 2,735 emplovees (also
including the 568 from the UNECA survey presumed to be employed mostly
in the private sector). It was recognized that the distribution
constructed in this manner was probably weighted on the high side
because the larger, progrossive employers pay higher wages amd the
coverage excluded th: many tradesmen and individudl entreprancurs
whose remuneration was indicated to be lowor., It was decided to scloct
an incomo distribution curve halfway betwecn that of the public sector
and that of the private sector, as constructed, as being reasonably
ropresentative of incomes from all types of employment.

An adjustmont was thon made for sccoundary sources of income in the
form of earnings of sccondary workers in the family, bonuses and other
employment benefits, rents roceived, and any other extra income in
cash or in kind. In thu absence of any raliable published data on this
factor, reliance had to be placed upon the opinions of many informud
pursons intorviewed, An arbitrary adjustment factc: was derived to the
effoct that sccondary sources would, on the averag., increase family
income by 10 percent in thc less t* o Eth.$200 & month gro.p, 15 percent
in the Eth.3200 to $500 a month gre.; and 20 percent for families
roceiving over Eth.$500 per month of primary income. Tho resulting
incoma distribution is shown in Table 3.

Backlog of Housing Requirements in 1961

The 1961 consus reported on housing com itions and housing fucil-
itiocs as well as ﬁggu.lation. Four typus of construction wero roportod.
(Sce Tablo 2, p. . Tho census report ctates that "If the first two
classes of construction can be regarded as providing reasonably complete
protection from the weather then it would appear that L) percent of
houscholds wore living under those conditions." It follows that the
remaining 57 porcont wore living in conditions below this standard of
woathor protoction.

Sotting minimum standards of acceptable livability in an cconomy
such as that of Addis Ababa 15 an extromely difficult thing to do. No
such minimum standards have been pronounced, or suggested, cither
officially or unofficially, unlcss the census classification by type of
construction may be taken as a suggostion. 8ince the sutting of such a




Percentage Distribution of Total Family Incomes

Family Incoms>
Monthly, Eth.$

Less than 50
50-100
100-200
200-300
300-400
L00-500
500-600
600-700
700-800
800-~1000

1000 and more

5! Class
35.0

14.7
15.L
12.5
7.5
L.8
2.6
1.8
1.2
1.8
2.7

Percent

Cumulative

35.0
L9.7
65.1
77.6
85.1
89.9
92.5
9L.3
95.5
97.3
100.0



standard is essertial to the analysis of housing requirement, it is
concluded that the census figurc of 57 percent non-weather proof con-
struction--and also giving account to the considerable lack of facil-
ities and to the high density and overcrowdingy-described in Chapter
V--is an appropriate bench mark for present purposes of analysis. This
properly leaves to the future, amd to local detemination, the more
specific definitions of what should be considered to be minimum stan-
dards of construction amd occupancy in the interest of safety, health
and livability.

If we apply to the total number of housecholds of 123,755 in 1961
the 57 percent figure of those considered to be below minimum standards
of livability, we derive 70,600 units of a substandard or overcrowded
condition. Informsd opinion has been received to the effect that such
units are found among all income groups. They have been appo rtioned,
therefore, among all income groups in accordance with the percentage
of families in each, as shown in Table L.

Adjusted Housing Requirements 1965 and 1968

To determinec the current housing requircments, and to project them
three years in advance for 1968, it is necessary to take into account
new family formations end new, standard, residential construction over
these pefriods. Ordinarily vacancies in "standard" housing, if they
existed in significant numbers, would also be taken into account. It
appears that vacancies occuring in standard housing are immediately
snapped up by those secking and waiting for such housing. Vacancies,
therefore, arc a negligible factor in the supply of housing in this
market.

Based upon the assumed annual rate of increase in population and
households of 3.2 percent, there would have been 16,000 additional
houscholds created in the period 1961-1965 and an additional 13,900 to
be formed in the period 1965-1968.

It is not possible to find accurate and complete statistics on
new residential construction from 1961 to the present, to say nothing
of the oxtent to which units built were of "standard" quality. Figures
on building pemits issued are acknowledged to be faulty with respcct
to the oxtent and variation of covcrage. However, with the help of
informed opinion and cstimatcs, particularly from the Planning Depart-
ment of the Municipality, an attempt has been made to draw up gstimates
of such construction, to project these estimates into the 1965-68
period, and to proratc the numbers among tle various income groups.

The effect of these adjustments showing the total housing requirements
in 1965 and 1968 may be scen in Table 5.



Backlog of Substandard and Overcrowded Housing 1961

Monthly Income Percent of Substandard and
Eth.$ Families Overcrowded Housing
Totals 100.0 70,600
Less than 50 35.0 24,710
50-100 1.7 10,380
100-200 15.14 10,870
200-300 12.5 8,820
300-L00 7.5 5,290
100-500 L.8 3,350
500-600 2.6 1,840
600-700 1.8 1,270
700-800 1.2 850
800-1000 1.8 1,270
1000 or more 2.7 1,910



Total Housing Requirements 1965 and 1968

(1) (2) (3) (k) (5) (6) (7) (8)
Monthly Incame Total Housing New Family "Standard" Total New Family "Standard" Total Housing
(Eth.$) Kaquirements Bormations Residential Require- Formations Residential Requirements

1961 1961-1965 Construction ments 1965 1965-1968 Construction 1968

) 1961-65 (2)+(3)=(L) 1965-1968 _  (5)+(6)-(7)
Totals 70,600 16,800 5,400 82,000 13,500 5,000 90,900
Less than 50 2L, 710 5,880 30,5%0 L, 860 35,150
50-- 100 10,380 2,470 12,850 2,040 14,890
100 - 200 10,870 2 590 270 13,190 2,140 250 15,080
200 - 300 8,820 2,1C0 270 10,€50 © 1,740 250 12,150
300 - 40O 5,290 1,260 sLO 6,010 1,040 500 6,550
~L4OO - 500 3,390 800 sko 3,660 670 500 3,830
500 - 600 1,840 kLo sLo 1,730 360 500 1,590
600 - 700 1,270 300 540 1,030 250 500 780
700 - 800 850 200 sS40 510 170 500 180
800 - 1000 1,270 300 810 1,060 250 750 260

1000 and more 1,910 L50 1,350 1,010 380 1,250 140
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BEST AVAILABLE DOCUMENT

The requirerents fipures shown for 1965 and 1968 represent the
guantitative need by various incorie ;roups for housing to overcone tie
cdeficiencies in the present inventory as to quality of construction
and high density of occupancy and to satisfy the requirements of the
nomulation exnandion, It ray be observed that the housing situation
for fanilies with incores ~ver 7th,%500 ner rionth has been gradually
inpproving and riay be cxpected slowly to itmwro. e further without najor
change in nresent constructi~n an¢ financing vethods, costs and terrs,
However, the situation for fanilics with incones relow Tth,$500 per
ronth is seen to be worsening s their aunbters incrcase an< provision
of standard housing under prescnt ieans of cohstruction and financing
does not keep nace with the growing needs, A further factor, nostly
affecting, and agpravating, the situntion for the lower inccre iamilies,
is the cexnronriation and dewolition of numerous, nostly substandard,
dwellinss in the central area of the city tn nake roont for large scale
construc tion of public and commnerical buildings.

It will obviously take a long-range program over rany years,
seeking all possible reans to reduce the costs of construction and
financing, to reverse the trend of further deterioraticn of the .ousing
situation for lower incorme farilies and to hasten the satisfaction
of houging needs on the part of the middle and higher incorie fanilies.
Fror. and teyond t is picture cf total needs and requirenents, it will
be useful to develop a picture of e¢ffective de:and for housing; that
is, what families in all incone rrrups can reasonably afford to pay
for irnmroved housing, and cffective narket deniand on the part of those
in the riiddle and higher incoric range whose nceds and cresires nay be
expected to be et by nrivate enterorise,

Wffective Penand for Housing

To deternine cffective denan? it is necessary to estimate the
nrices which fanilies at various incone ranres will norrally pay for
housinp, The developnent of such ecstinates assunes that fanilies at
various income levels are able and willing to allocate certain pro-
portions of their income to »ay for the auortization and interest
charges on a rortpapge or to wake rental payments. The first step is
to convert incoric into tie r:axinur: anount a fanily is able to pay for
ponthly charpes. For sales lousing, this latter anount nay be translated
into a wortgage aroont (assuning certain tcriss as te interest, period
of anortizatinn and aiount of dow: payrient) waich, in turn, may ke con-
verted into the price of a house. While this analysis concentratcs
on the effective demand for snles nousing, the total denand ray be
divided bctween sales and rental Gousing, oand rental payuents which
families can aiford may be equated with naxinum norigage payuents.

To nursue this analysis of eifective cenand there is need to develop
(1) aspropriate ratios of mortga ¢ rayrient to income, and (2) the
nost avpropriate financing (rior trage) terus,



Tatio of nortgare paynent to incore

Very little assertbled inforration is available in Addis Ababa on
nresent, or custorary, paynents being vade for rent, or for housing loan
anortization, in relation to incone, The UNZCA, et al, 1960 survey
of Addis /fbaln socinl structure, previously cited, which covered 600
fanilies in six diverse areas of the city, pives sone clue to tais,

It found that the percentage of incoue paid for rent by various incone
prouns ranged as follows:

Monthly Incore Percentage of Incone
(Eth.$) for Rent

0 -25 12,8

26 - 50 11.6

51 - 150 7.9

151 - 300 4,9

301 - 500 5,8

501 -1000 5.8

These are unusually small rent-to-incone ratios, Ieaction to
this L'y inforned persons was that this was not tyvical, particularly
in the hipgher incone brackets; that rents have risen substantially
gsince 1960 because of the extrewe shortage of housing; that wany
families, particularly in the higher incone brackets, are naying
20-25 percent of incorie or even higher, in order to obtain better
quality honsing. One knowledgeable source reported that rents of
Tth,£10 per roor: were quite cormon for lower quality .iousing occupied
by families with incories of Dth.$50-60 pcr r:onth, although rents as
low as 7th.82,35 were revealcd by surveys conductid by tie Building
Collepe,

Higher cost (Zth.$20-50,000) single-faiily, villas (rented rostly
to foreigmers) demani rents of 7th,8500 to $1,000 per month, which
rental inconme is wicely reported to auortize total investient in
3-5 years, Similarly, recently built nodern apartuents, occupied in
considerable nart by Ethiopians, and with long waiting lists, rent
fron Nth,$125 for small efficiency units to Zth.$250 for 14 bedroon
units, which rental incone is o ain reported to anortize investrment

in 3-6 ycars,

The tiotivation for horie ownership, an¢ for obtaining “good"
housing is widely reported to be very strong. The Inperial Savings
and Hore Ownership Public Association reports frou its experience
that most of its clients (and these are nostly in incone ranges
excezding Zth,5700 per rionth) were paying an averape of 20 percent of
incorie at tine of anplication and are quite willing to nake rionthly
paynents of 25 percent or riore for the opportunity to own a nodern
house, This snne view was cxpressed by a nunber of geverntient officials
and larpe private eimloyers, An ofiicial of one large private corpany




said that while eriployees in the Jth,$300 to 3700 income hracket were
now naying 10-1& percent of incorie for very poor housing, they wofild
be willing an¢ able tc pay 20-25 percent for :ood housing if it were
availahle., The Director Gencral of the Ciarber of Coutcrce estiunted
that nost farilics in the 7th,$200 to {400 income group now pay
Tth,%30 to $75 a nonth, or higher, for houses that are not worth it
and would he willing anc able to nway more for good quality housing,

Rased unon the inforration indicated, a schedule of ratios of
nortrape payments (or ronts) to incore was constructed as follows:

Incor.e Grouns Ratio of Mont:ly
() Payrient to Incore
Less than 300 15%
a0C - 400 1744
400 - 700 20%
700 - 800 2234%
800 anc unore 25%

Yror: this is derived a tahle of maxirun monthly rortgapge payments
(or rents) hy inconc proups. Sce lable 6.

Financing ferns

Txcept for the very exceptional case of tiae individual who has
larg: enourh nssets and incore to finance the construction of a house
entirely with his own resources, there are presently only two, rather
linited, sources for obtaining the i:eans to finance house construction
and ownership, One is through the cormercial “anks, and the other
through the Inperial Savings and .iome Owmership Public Association,

The only cornercinl hank whic': nakes loans for the construction
of honsing is the Cormercinl Bank of Wthiopia, whose sharcs are wholly
owned by the Inperial “thiopian Covernpent, The Addis /iboba Eank
(Share Corpany) is relatively new and coes not now nake loans for tais
nurpose, The Connercial Bank has tiree categorics of lonns sunporting
either the constructin of :ousing (in which case the interest rate
is 74 percent) or tiie nurchase of existing housing (interest at 84%):(1)
for loans up to "th$20,00C the Zank 1ray tinance the full valuc providing
that satisfactory collateral up to twice the atiount of the loan is
nledrad; (2) lonns between Zth,$20,000 and $30,0G0 are linited to not
in ¢xcess of 50 nercent nf the cost or value of the property involved;
and (3) loans over Tth,$30,000 are limitcd tr not over 30 vercent of the
cost or value of the vronerty, exclusive of land, f%he uaxirun tire
neriocl is five years, These loons arv vade 1.08tly by investors who
have sizeable assets in land and/cr cash; not for the murnose of
building and owning a herie in which to live, but to construct one or
more houses of a "villa"type (7t1,520,000 to £#80,000) for rcut, riostly
to foreign fanilies, at rents of “th,8500 to $10C0 por ronth or r.ore.




Estinated Maxinum Mortgage Poynents by Income Groups

Es tinn ted Ratio of Monthly Y¥stinated Maxinun

Fanily Incore Payrient to Incone Mertgage (or Rental)
(Tth,8) (Percent) Payrient  (%th,8)

Less than 50 15 Lesg than 7,50
50 - 100 15 7.56 - 15,00
100 - 200 ' 15 15.00 - 30,00
200 - 300 15 30.00 - 45,00
300 - 400 17.50 52,50 - 70,00
400 - 500 20 v 80,00 -100,00
500 - 600 20 ' 100,00 -120,00
600 - 700 20 120,00 -140.00
700 - 800 22,50 157,50 ~180,00
800 -1000 25 200,00 ~250,00

1000 and niore 25 260.00 and more



This tyne of "marpinal" financing does not, and cannot te expec ted
to, serve the vast rnjority of the general public in nceting its housing
needs, Very few farilics uay ‘e cxpected to have, or te accunulate in
ncvance, assets acounting to 5C nercent, or iore, of the cost or volue
of a heuse, Furthernore, this tyne of individual "custen" construction,
which is costly, cannot -ake advantage of large cost reductions nossible
throupgh bnilding in large nunbers,

The Imperial -avings and .loe Uwnership Public 4ssocintion naokes
rortgape loans for housing at i axitun terws of 16 years, 6% interest on
indivicnal heves and 7% on duplexes, and 25 percent down payuent or equity,
The taxinun rortgare anount is 'th.$20,000 for a single house and -~
Fth,$30,000 for a duplex, In prectice, the sissociation has generally
required o higher equity than the 25 percent pinicun and has reduced the
ternt of the loans sonewhat below the 16 year naxiiun (avera:e 13 yoars).
These terms tiake it mossible for 'any fanilies to acquire a house wio
would otherwise be unable to <o so, The iAssociation has tiore ayplicants
and eligible horrowers than it is able to accormodate because of its
linited capital and the lirited volunme of savings which it has been ahle
to attmact. It has nmade 45 loans to date (22 houses have been corpleted
and 21 are uncer construction) and an adcitinual 15 elilgible fanilics
arc on the "active" waitine list, Otihers would be eligible but have been
¢iscovraged fron gpaking fornal applice-ion because of the known long
delay tefore a loan would be »nossille, '

It is obvions that th. rssocintion is at present o very linitid
financing facility, This is vartly because of its livited capitnl and
‘cmosites and partly because it has been unable to find a secondary
nerkct for its mortrarcs., Also the 25 perceat equity requirenent and
16 year tern (sarticularly as rore severcly adpinistered) are difficult
for rany »wotential horie-seclers to weet,

There is in vrospect one or tore Investricnt Guaranty projects for
constrnction ¢f gore considerable volute ef 1vusing at prices nnd
financin~ terns witiin the reach of nidele incoe farilics. The financial
terns in »rospect fcr one of these would e about 84% interest, 20
yerr rrortization and 10 percent down payrnient,

These terng, which are boto realistic and reasonable, have been
gelected for this analysis in ¢ cte rining vortage arcunts and »rices
of "~uses which fanilics in tac di- ferent incoie proups can afford,

It should be realistically possible for 'thiomian financiol insti-
tuticns to anpronch these terrs in the near future, Using thesce terns
Table 7 has been eonstructed to indicate the estirvted vortgape arounta
and sales prices which farilics in various incone proups could afford,

The effective derand for housing ray now Le construc ted by relating
the nuber of fa ilies in ¢ ch incone proup to the number of units
needed by each group aud the prices of housing which its nerbers nre
able to afford, ‘his hae Leen done in Table 8,



Bstinated Mortgare Arounts and Scles Prices
(874 interest, 20 years, 10% down nayuent)

Bstinnted Fanily Mstirnted Maxirwun Estinated Sales
Incore  (%Bth,%) Arisunt of Mor tgape Price of House
(Eth.$) (Tth.§)

Less than 50 Lees than $000 Less than 1000
50 - 100 900 - 1700 1000 - 1900
10G - 200 1700 - 3400 19000 - 3800
200 - 300 ' 3400 -~ 5200 3804 - 5800
200 - 400 5200 - 8100 5800 - 9000
400 - 500 81C0 - 11,500 9000 > 12,800
500 - 600 11,50C - 13,800 12,800 - 15,300
60C - 700 ' 13,800 - 16,100 15,300 - 18,000
70¢ - 800 16,1C0 - 20,700 18,000 - 23,000
800 -1000 20,707 - 28,800 ' 23,000 - 32,000

1000 and nore 28,800 and riore 32,000 and nore

L‘\‘



Effective Derand for Housing 1966

Monthly Incone Zstirated Housing Bstinated Sales
(Bth.8) Units Needed Prices (Cth.§)
Less than 50 30,590 Less than 1000
50 - 100 12,850 1000 - 1900
100 - 200 13,190 1900 - 3800
200 - 300 10,660 3800 - 5800
300 - 400 6,010 5800 - 9000
400 -~ 500 3,660 9000 - 12800
500 - 600 1,730 12,800 - 15,300
800 - 700 1,030 15,300 - 18,000
706 - 800 510 18,000 - 23,000
800 -1000 1,060 23,000 - 32,000

1000 and nore 1,010 32,000 and nore



Market Decand for llousing

Bffective demand is only the potential of varket denand which is
lioited in two respects: (1) tae lowest level of cost or price at which
nrivate enterprise can be expecied to construct a iouse or apar tuient
of nininun but adequate standards of quality, space and sanitary
facilities on developed land suitably locoted with regord to cornunity
arenities and; (2) the extent to which fanilies nceding and able to
nay for itmroved housing will actunlly have the will anc desire -- the
notivation-- to nurchase or rent unew housing rade avanilable on the terns
indicated, With respect to sales housing this includes the willing-
ness anc¢ ahility to nake, or to quickly save and accunulate, the down
naynent of 10 nercent of the nurchase price vlus the anount of closing

costs,

Ls to the first linitation the survey teau estinates that the
current level at which a 2-bedroot: house of tiinioun but adequate
standards can ‘e built for sale is apyroxiuntely Zth,86,000, This
wol® be a house of sonie 45 square nmeters in area of brick wall
cnnstruction with livinpg-dining roor: conbination, 2 bedroous, Dthiopian
Iitchen with sink, flush toilet and shower, Without land, and including
a contractor's custoriary overhead and nrofit, it is estinated that such
a house can be built for th.$6,200, Allowing for a 200 square meter
vlot of land at {4 ver square rieter, or Tth,$800, brings the total to
%th,06,000, A one-hedroot: housc of soucwhat staller size could be built
for less, At this rininmm level private enterprise should be able to
reach down into the lower segrient of the 1th, 5300 to $400 incorte range,

The sccond liritation is norc difficult to ceal with since it has
to o with a nunber of intangibles and tie nany value judguents that a
fanily considers and unkes cecisicns on before it nakes up its collective
mind on whether or not to surchase or rent a new nouse, The linitation
will he less--and the narket denmand naxirized-~to the extent that the
housing is attractive nund anpealing to Zthiopian fauilies anc is con-
sidered to he a good value for the roncy, This rieans a challenge to
contractors, builders, developers anc financinl institutions to provide
the host vossible in quality of construction and design anealing to
Tthiopian fanilies (with particular consideraticn to the traditional
"injera" kitchen an:! the desire for courtyard or other outdoor space),
the nrovision of sanitary focilitics and Lasic utilitics of water and
electricity, with locatisn served by inproved roads and public trans-
nortation and reasonably convenivnt to places of work, shopping,
churches, achools, cte,

The survey toan has polled the opinion of r.any of the povernnent
officinls and other pevsons interviewed on this question of the desire
and potivatisn of fariilies now living in poor housing to nurchase or
rent now housing if it wore nacde available at prices and terms within
their ahility to pay. The genoral response a8 been that the notivation




is very stirong; particularly for horie ownership and aunng nidéle incotic
farilics, Most resnondents felt thit a down sayment of 10% would he
little, if any, chatacle to tuosc so rntivated, 1he auount of closing
costs, if high, night ' ako sorie difference. It was indicated, however,
that nony fanilies dn feel entisficd with their present housing and
would not choose to “ay nore for better housing, Soie would not want
to Le anongr the first to go into new nroject-type housing, but would
wait to learn fron the oxperience of the firet occupants,

Aased unon all the inforuation received it is the judguent of
the survey teant thnt imnecinte or near=-tern uarket demand atounts to
at lenst nne-third to one-half of thv effective Cer:and in the incone
ranges which con he served by nrivate enterprise, Applying these
ratics to effective derand by inennw groups above the minicun which
private enternrise can reach results in the schedule of nurbers of
units of riarket rfenand with related sales price rrnges shown in Table 9,

Considerntions wit: Resncet to lental .iousing

According to the 19681 ccnsus only 23 9ercent of all nouseholds
occunied their own hoties, Of the reraining 77 percent, 67 perceut
rented and 10% hod other crranpreuwnts, ‘tho largest proportion of
hone ownership occurs in houses af the poorest type of construction
and the snmallest proportion in houses of the test type nf construction,
The survey teari wos nssurcd by almost all respondents tunt the vost
majority of feriilics wanting and secking itproved housimg are desirous
of owning a here of their own, Sowne, howover, indicated that a sortion
of new housing should he rnnce nvailable for rental to moet the noods
an circunstances of fariilivs wlhio wonld not wish to 1.ake the corni tronts
involved in hore wurchase,

In spitc of the indications of strons Zthiopion proference for
hore ownershin, rental aparticnts npenr to have n strong dermand,
Anortrients in a 60-70 unit project bnuilt soue 10 years ngo having four
sroll rrocs, kitchen and shower rent for ith,v180, /4 rocently built
82-unit apartuent building nezr Africa llall nffers officivncy units
of 30 square neters for "th,5126, one=bedroon: units for Jth,0200 and
two “edroon unita of A0 squore returs for “Ith,3250 and hns a long
waiting 1ist, Mos{ tenants of bot: nrojects rientioned oro Ithiopions,

These consicerations noint te a neod for a certain proportion of
rental housing within the rark.t derand, It is the ju'mrent of the
survey tean that this proportisn should be nt lenst 20 percent of the
tOtﬂll

The total narket derand for bnt. sales and rental housing with
indicated snles nrice an' rontal ranges is shown in “able 10,




Unita of Mnrket Dcuand with Related Snles Price Ranges

Monthly Incore

(Bth,8)

6300 - 400
400 - 500
500 - 600
600 - 700
700 ~ 800
800 -1000

1000 and nore

Totnla

Units »f ffectrve Units of Market Price of
Det:nnd, 1065 Det.and, 1965 House (Zth,8)
(rounded)
5,050 1000 - 28560 86,000 - 9,000
3,660 1250 - 1850 9,000 -12,800
1,730 WO - 900 12,800 -15,300
1,030 350 - 550 15,300 -14,000
510 300 - 375 18,000 -23,000
1,060 50 - 550 23,000 =32,000
1,010 a6l - 525 42,000 and nore

14,050 5,000 7,500



LO

Units nf Market Der:and with Related Sales and Rental Prices

Units of Market Sales Price Units of Market Rental
Denand for Sales Ranges Deriand for Fental Ranges
Housing ("t1.5) Housing (Eth.$)
Min, Mnx,
1500 -~ 2280 6000 - 9000 380 - 580 56 - 70
1000 -~ 1480 9000 -12800 250 - 370 70 -100
480 - 720 - 12800 -15300 120 - 180 100 -120
280 - 440 15300 -18000 70 - 110 120 =140
160 - 220 18000 -23000 40 - 50 140 -180
280 - 440 23000 -32000 70 - 110 200 -250
280 - 420 32000 -2nd riore 70 - 100 250 and nore
4000 - 6000 1,000 - 1,500
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It should be ermhasized that these final figures are, at hest,
anproxinations, lHousing narket analysis is by no means an exact
science, Any irmression that the use of exact figures tirough the
varjous stopes of the analysis lends exactitude to tue final results
should be dispelled, They siaculd be used as a gride only,

Decisions to nurchase or rent a new houie are individual decisions
based upon a large variety of ccnsiderations. There might, for exanple,
be quite a transference as between the incdicated incore proups and
price, or rental, ranges, Sone fanilies of relatively low income might
choose to pay o higher proportion of income for housing than is irputed
to them on the average ond thus enter the market at a higher level than
indicated. Some nay also have significently higher secondary incore,
and thus e able to pay riore for housing than is indicated in the
analysis for their income level, Farilies of higher incone nay be
satisfied with less in the way of a house tin: they can actually afford
and thus enter the rarket at a lower level than thet inputed from the
analysis. The rarket is actunlly a fluid thing with great variety in
the individual choices rade and the reasans for those choices,

The survey tear: has diligently cndeavored to develon all pertinent
infornation for the analysis, Muct of such information is less ex ten-
sive and factual than would be desired. Much reliance has had te be
nlaced wion inforred ovinion and judgnent and it has been neccessary
te nake assurntions hased wnoa diccereal inforrmtien am! opinion, Ivery
effort has been rinde to hc as objective as possihle anc to deal with ell
factors realistically an* rather conservatively. In a narket which has
never had the ~encfit of large scale construction and ready financing
on reasonable terns, iuch will Cenend upon the results of such innovations
and their acceptance in the narket place.

Considerations with _espect to Unit Bize

Soriething should be said as to what has beeu learned that would
give sone gnidance to the proper distribution of ousing provided by
gize of unit. The average (3.51 persons) and nedian (2.39 persons)
gize of houschold have heen cited and they ~re, obviously, on the suall
side. The redian is nulled down by the large nroportion of single-~
person (19.9 percent) 2-person (23.1 percent) and 3-nerson (18.2 percent)
houscholds. Four and five nerson hauselinlds arount to 22.4 percent,
6-3 person households 13,7 perccnt, and 10 and over, 2.7 percent.

This sugrests thnt the need is for a distribution of units by
size sorewhat nor. heavily proportinoncd in the smaller sizes than is
usual. There arc sonc offsetting fectors. Scrie nf the single-person
nouseholds arce undoubtedly riade up of young nen who have wospponed
narriare partly because grod housing was not available at a orrice they
could afford tn nay. Many “t-iopian fanilies not oply aspire for
hortie ownership, but also a hone where they ray have roori for relatives
or for servants living in., liouses with ino little space will not
nynenl to such fanilies,



The opinion anc advices of 2 nroninent builder, the chief city
planner, and others, werc obtained on the question of size distribution,
There was agreenent that apartiints or rental unite should, as is
penerally the case, have o higher provortion of smaller units, and
nene of the larper units, as comered with sales housing, Also that
sales housing shonld have a hirler proportion of smaller units, and
fewer larger units than is the cese in the U,S, of r.ost countries,

Based unon the inforration developed, the survey tean suggests,
ns a penercl guide only, the following unit-size distributions for
sales and for rental housing:

Suggested Unit-Size Distribution for Sales lousing

1 bedroon 30%
2 hedroon 50%
3 bedroon 15%
4 bedroon 5%

Sugpested Unit-Size Distribution for Rental Housing

Efficiency 25%
1 bedroor: 40%
2 bedroon 25%

3 bedroon 10%
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EXHIBIT V
ATD-ILC/P-L8L

Letters to Investors:

Subject: Housing Guaranty .’roject
Ethiopia: 663-Hi-002

Dear Mr.

I am pleased to inform you that the Agency for International
Development has autherized the issuance within a reasonable period of
time a guaranty to the Bankers Life Company of Des Moines, Iowa and
the Fidelity Mutual Life Insurance Ccempany of Philadelphia, Pennsylvania
in the amount not to exceed $5,000,000 assuring against luss of one
hundred per centum (100%) of a loar. investment for tne purpuss: of
providing long-term finarcing for a huusing project in Addis Ababa,
Ethiopia.

A guaranty agreesment will describe more fully the purpose
and method of utiligataon ¢f the guaranty The autharized guaranty
is subject to the following terms and conditions:

1. The guaranty shall extend for a period of up to twenty
(20) years from the dates of distvreement eof the
respective 1ustallments of tne loan.

2. The obligation to repay the loan shall be a full faith
and credit obligation of the Government ¢f Ethicpia.

3. The interest rate Lq the Investor shall not exceed five
and three quarters (5 3/L) percent per annum.,

L. The fee of the United States shall be payable in dollars
and shall be one percent {1%) psr annum of the outstanding
guarantsed amcunt of the investment.

5. Final drawings and sxhibits requested by FHA shall be
submittud, reviewrd, and recommendea by FHA for approval
by AID.

6. Construction of the houses shali nci tegin prior to
specific authorization by ALD
7. Inspection shall be irn arcordance with AlD's pulicy,

8. Provision satisfactory to AID shall be made for materials
testing and payment thereof in conjunction with the project
inspection.

Ca
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9. The Builder-Sponsor shall agree that down payments will
not be accepted in the form of secondary financing.

10. The guaranty shall be subject to such other terms and
conditions as AID may deem advisable.

It is not intended that any information about the terms of the
guaranty agreement be released to the public at this time. We shall be
pleased to coordinate with you and other participants in the project
the release of information about the project at a later date. However,
we are ready to proceed with this proposal as rapidly as possible and

we are prepared to pursue contract negotiations at your earliest
convenience.

Sincerely yours,

Norman R. Vander Clute
Director

Office of Private Enterprise

Bureau for Africa
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AID-DLC/P-48L
EXHIBIT VI
October 21, 1966

In lieu of receipt of requested formal endorsement cable
from Mission indicating concurrence and acceptance by Mission
and host country, this statement is being inserted in antici-
pation of requested endorsement. This substitution is being
made in order that the project may be approved and authorized
by the October 31 expiration date of the long term investment
commitment. Should this commitment expire, the interest on
the necessary funds will increase from 5 3/L4¥ to 64% which
would considerably raise the monthly mortgage payments to the
home buyers.

Norman R, Vander Clute
Director
Office of Private Enterprise



AID-DLC/P-L8L
EXHIBIT VI
October 21, 1966

In lieu of receipt of requested formal endorsement cable

from Mission indicating concurrence and acceptance by Mission
and host country, this statement is being inserted in antici-
pation of requested endorsement. This substitution is being
made in order that the project may be approved and authorized
by the Octcber 31 expiration date of the long term investment
commitment. Should this commitment expire, the interest on
the necessary funds will increase from 5 3/L¥ to 4% which
would considerably raise the monthly mortgage payments to the
home buyers.

Norman R, Vander Clute
Director
Office of Private Enterprise
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AID-ILC/P-LBL
EXHIBIT VII

S L M

Jeveloyasny Corporation Invermational
1330 boyistom Siraet
Chosnut Hill, Massachuseiis

Re: Case Ho, 663-Hi-002
Addis Ababa, ithiopla
Lotwr of doservation

then'ilamen .

o have completed the preliuinary review af your applicailon
daved Apriil 6, 1965, for the zuaranty of & loan invesuwent by the
uliimate United States investor to finance a housdng project in uthiopia,

The vssential olements of he proposed projoct appoar to bLe
gound and {easible, Accordingly, wo have rescrved fiem our authori-
zation en smownt not to excewd five millisn dollars ($5,000,000) for
the purpose of guaranuying pursuant to Sectiem 221 (b) (2) ef uhe
Foreign Assistance Aot of 1961, as amended, 100% of the prineipal of
1ho losn Lo be made by the ultimave United jiaies investor, Under
cuwrront rules the maxiaua permissable inlercei rawe e be chargeu by
the uliinato United States investor and which A.I,0, will approve is
five per ceac (5%) per anoum, The investor asy charge & comultuent
fee nol greater then one per cont (1%) of the principal asount of uhw
loan or a brokerage fec may be paid Lhat dees not axesed ane per ocati,
If both a concitment fec and a broicrage fes must be paid by the
borrowor, e total vhareof may not «xosed ons per ot of the primcipal
amounti, This reservation will terminaie on Ducember 31, 1965, wiless
by that date you have submitted Lo tiw Federsl Housing Admindstration
(FHA) in form and subsuance satiafaciory to A.l.D, the followdng:

1. A writicn svateavnt from the Lmperial Libiopdan
Govornaent referring thervin spesifically io this project,
assuring that the Imperial usthiopian Jovernmsat will
gumuymmpwmtmuolhnctthcdonmdmm
loan mede hy the ultimate United jtaies imvesier,

2. Acoeptahle assursnce that the propeqed paved
- higinemy will be
as a publis right-of-way prior (e

s
g
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Je Accuplablu assurance that the nscessary
adjoining acreage has been secured to acoocusodaie
the proposcd additional 34 housing units,

I, Acceprable assurance that the necessary
off-site acreage has beon asscured for a sswurage
treatmwuu plant vo serve the subjeci projuet., Also
required is acceptablc sssurance uhat Ghe munioli- >
pallty of Addis Ababa will accept and maintain the
proposed sewerage treatweant plant,

5. Complete details of a proposed foundation
design, togoihor with all relative architectural
and engineering data, %o assure againasi{ ascruciural
failure dus vo unstable soll oconditions,

6., Accoptable assurance that adequate temporary
school facllities will be made available to serve the
ostimated primary school population of the development
until such Uime as permaneni facilities are available,

7. Acosptable assurance from uhie Goverument of
sthiopia Lhat Dovelopment Corporation Invernational,
as a foreign corporation, has been granted speclal
(ermission for the purchase of land couprising ihe
siie for this projest,

0, Acceptable assurance that adoquate neighbor-
hood shopping facilities will be available to the
initial ogoupants of the projeet.

9, Thoso additional exhibivs which are essential
Lo & :more intensive review of the application and
which will bu ivemlacd in a letier 1o be subsoquenily
directed to the sponsor by FHA,

In the eveni that thoso conditious are met by December 31,
1965, this reservation will continue untvil such Lime as (1) a contrace
of guaranty is entured into between the United Scates of America and
the ultinate United Statos investor; (44) the application is wiihdrawn
or (141) the application is rejeciod by A.I.U, as a result of final

processing,

You understand, of courss, that this letter is intendod
solely vo inform you that we have found the preposed projest to be
gonerally foasiblo and that, should the project be approved after {inal
rovievw, the guaraniy authorisation required will be available,
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Construction of houses may not begin under any circumstances
unless and until specific authorization to commence construction has
been given by A.I.D.

We request that i1f you decide not to proceed with this
project, you notify us immediately so that the authoriszation may be
available for other projecta.

Sincerely yours,

Y]

.t i b b s e

Edmond C. Hutchinson
Amsistant Adminigtrator for Africa

h, dant L 1L

RCKnight: cw:AFR/ID/Housing: 9/28/65






