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PRINCIPLES AND DRAFT MODEL s¥ TOWARDS ESTABLISHMENT
- OF HOUSING BANKS™ IN AFRICA
PART - I | :

Introduction.

1. The objective of this paper is to put ferward the principles on
‘which a Law may be fremed for the establishment end development of
national. housing banks in member States of the Fconeomic Commission for
Africa,,.lt-has.relatinnship'with propesals advanced by an Advisory’
Grrup of Heusing Finsnce Experts under UN Hesdquarters suspices 2/.
‘It haahrelaticnShip also with the proceedings of tha .Conference on the
Human Environment held in Stockholm in 1972 end in particular o questions
conoerning. human settlements and the necessity for a Fund to serve

operatinns in the improvement and establishment of human seitlements.

These gonaiderations culminated in the adoptien nf resolution 2999
(XXVII)..at the .27th General Assembly of the United Nations. =~

5, - National institutions which we may refer %o as housing benks

(or other terms as jndicated) would all have the same primary objective,
i.e. to increase the number of dwellings available Ffor acquisition by the
public, They would need, mret likely, seed capital loans or grants and
theﬁprovision_bf teohniqalgand_managerial'asSistance while céunterpart
African personnel were under training. This does not overlorok the fact
that several individual ingtitutions on a purely local level have ‘

been estsblished in some African cruntries and thet there is a small
nucleus of people who have been trsined” and have gathered snme experience
in the operation of credit institutions. Attentien is invited to thé - -
IBRD (World Bank) seoter paper on "Urbanizatiorn" of June 1972, in which the
policy of the World Bank in regard to advice and assistance -in site-and-
service schemes and the’ establishment of housing finance institutions is

;gid out.

3 Here, information;4eceived on the establishment of the Bank for
Housing and Constructien in Ghana may be quoted: :

"The propnsals frr establishing a Bank for Housing and
Comstruction hove been .examined. . Feesibility studies
conduoted by the Natieonal Investment Bank have been made
available to .the Covernment. . Accerding te the feasibility -
‘ studies, the Bank will be profitable. Equity gapital of
the Bank is estimated to.be Cedis 10 millinnsigpread over

1/ -Th%g tixm is not :gstr;cted.tn'hduSing,cnﬂétructinn and home loan
' @aotivities, and it may be changed, e.&. infrastructure and housing

. bank, housing and construction bank, étc. | f ' o
2/ Economic and Financial Implicatiers of Housing Finance Institutions
in developing countries, ditto - unpublished. '
3/ GChana Government budget speech for year 1972/73.

4/ US$L.0O = ¢ 1.28 at current exchange rate.
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a period of five years. The deernment, the Benk of Ghana, _

the Commercial Bsnks and the State Insurance Corpnration will

bold equity shares. In sddition tn the equity capital of : :

Cedis 2 millions for the first year, the Bank will raise - = . . .
loans of Cedis 4 millions from the Bank of Ghens, State o -
Insursnce. Corporatinn, and the National Snoial Security Fund.

The BcOpe of act1v1tles of the Bank w111 crver real estate © -
'developmant, home ownership achemes, low—cost, houslng schemes,
and joint venture prejects in bulldlng and constructlnn.

.. Bpecial projects orvering all types of civil engineering. wnrks
as-well as elecirical and telecommunlcatxnna worka, and - tha C
Superv1sinn -of \gome, government . development prn;ects u111 alsoc be"
undertaken, , This implies .that nn the esteblishment of" the Bank,
statutory corporations like the Tema Development’ CorporatiOp_ '
and the Stete Housing Corporatinn, which still depend upon ‘the-
central government budget, will be directed to the new Bank for
flnanclng. ‘Government has decided that in view of the favoursble
f9391billty report the Bank be eatabllshed." :

) Although not speciflcally gsteted, it muat be assumed that the powers and

duties of the Bank would include that of evalustion of prnaects aubmltted
to it for financing. For this purpose it would be necessary for the Bank
to engage. technicsl staff either om its own. manning table or by emplbying
consul tants on a retainershlp basis or by .fee for individual evalustions

'undertaken;

4. The Obaectives in establlehing such Bankas and the prlnclplea invnlvad.ln
their operations are set nrut and discussed in Part II below. :

5. Based on the considerstions in Part II, the Draft Mndel Law follows in
Pert III. - _

Baokground and the experlence

Lo The UN publlcatlon entltled "Hnu91ng in Africa“—/cnntalns a review of
existing, porsaible and cnnoeivable rescurces which might be available in
finsncing of housing, buildlng and physical plamning and states that the
situaticn is nnt bright. The document goes on to say that one way of maximum
use of available resourses remained open, namely, reinvestment of surpluses

which wruld make it possible 1o esteblish revolving funds after initial capital
1nvestment. In dealing with investments in housing, building and cnnstructlont_/
the document drew attention t6 the fact that financial operastions were

underteken mainly by the main pubilc or semi-public bodies engaged in this

work. .I% went rn to. sy that although public financlng prnvided the bulk

17 UN Sales No. 66.II K, 4, p.58 B
2/ Tbid page 88 i
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of the resrurces in the majority of the african countries it.representsd
only a part of the trtal investment in heusing and related fecilities in the
urben areas and only a negligible part of the rural construction prrgrammes

T, * The statistical data thet would make it possible t» draw up a rough
and reasdy balance-sheet of the tntal number nf dwellings built in Africa in

*  the 19608 and the early 19708 are lacking. It cen be stated, however, that
no african country has figures available for the total number of urban and
rurel dwellings built during thie time through the operations of the public
and private seotors, In fact, the dats available in moct cases concerned
the number .of building permits issued and their value. Available statis-.
tical data dres not differentiate between public buildings and residential
buildinge,. In the cese. of building permits for residential purposes and
their value, this can be misleading in the sense that the majority of the
dwellings may not -be onmpleted within one year and may even extend tn four

- Yyears .according to financial proceeds from successive prodice: seasons.
Again some differentiation between public and residential buildings is
necessary in order tr know the present level of housing ernstruction
perticularly in urban centres and to obtain an approximate idea of the share
of gross domesiic product and capitel formetion which may be placed to
housing. SRR . : C .

f. The findings contained in the document "Hrusing in Africa" mey be said

to have disclosed the desirability of measures tr centralize .investment

in infrestructural works, housing and community .facilities. The limiting
factor in all cases is seem tc be the autonomy or semi-sutonomy of the long
standing public works ministry or depertment, and other agencies which have:
been Qgtablishéd under the same conditinons to mske more rapid prégress
inocarrying out infrastructural works., These agencies nf government

have been deépendent . on the re—current and development budget of the
sentral gnvernment.. I . .

9. The succeeding Work Brrgrammes nf the Ecrnemic Commission for Africa
dealing with financing of housing, building and physical planiing have sought
te identify the dislocations and the ad~hoc arrsngements with a view to '
bringing about co-ordinated decimion-making in the allocatinn of finanocial
resrurces, effective evaluatien of prnjects and a streamlining of finandial
control of the investments.

10, The overall investment in hrusing, building and physical planning was
ventilated at the Regional Meeting on Technical and Social Problems of
Urbanization with Emphasis nn Financing of Eousing2/ held in Addis Ababa
in January 1969. :

1/ See ECA document entitled "Some Aspects nf Financing of Rural
Housing in africa (E/CN.14/HOU/76).

2/ ECa document No, E/CN.14/450,
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1l. 'The overall questinn of .administering housing programmes was ventilated

in .the - Reginnal Meeting on Housing Administratinn in Africa,l/ held in
Denmark in 1971.| 'The méin_problem which grose firom this meeting was how ‘the - .
sérvicing Ministry concerned with infrastructural works, housing, building

end physical planning eould establish their olaim with the Minisiries of
Eoonemic Planning snd Finence to s fair allocation of resmurces according
t0 the progremmes which they had prepared. This preblem was postulated to .
the,UNECAATask-Fnrce on the Financing of Heusing, Building and Physical ,
Planning,‘g/ held: ifr Addis 4Ababa in Nevember 972, - . -

12, ‘The reasoning of the Task Force was that governments sghould, according:

to neéds end demands, deéide on. how meny houses per thougand of prpulation: they

could accomedate financially in the Development Plén:perind. -Governments '

would decide on the total number of houses which . could be built acenrding

to resocurces and what percentage of the gross domestic. product cruld be -
allncated., . The reasening is contained in some detail in:the documént- quoted,

" and attention is invited to it 8ince it would have an effect on the decision -

whether-nr'nnt't‘ establish céntralizad'arrangements for investment, R

S : 3 .

13. Simultaneously, the Commissieon carried rut Sub-regional Working Groups |
of Experts rn Specific Aspects of Hrusing Finance in order to identify

more precisely e sources of capital availsble in East, West and North L3
Africa and the findings have been published in the reporte of these

working groups. 3/. i : S ‘ :

-,

- 14. Experience hss shown that the trerid is towards centralized arrangements.
for financing infrastructursl works, housing, building and prhysical planning. .:
Such arrangements Lave been estsblished under institutibnal_machinery in
Algeria, Egypt, Gsbon, Ghana, Liberia, Senegal, Tanzania, Thqb and Tunisia, ..
although as stated earlier the expressed title "Housing Bank" may not be
used in all cases. The Secretariat is advising the Governments of Sudsn snd ‘
Sierra Leone tn measures to centralize the evalustion of projects and financing
ofJinfrastrueturaﬂ:wnrks, housing and enmmunity-facilities.. : :

|
1/ ECA document Jpn. E/CN.14/539.
2/ ECa document Fo. E/CN.14/585. =
3/ ECA document Nos: East Africe n-E/CN.l4/485;

West Afrioca -~ E/CN.14/5305 and
Nortl Africa - E/CN.14/587. S
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15. Another interesting aspect of centralization has ococurred in Tunisia
where a Law has been enacted to. provide for a system of orntractual -savings
£or house-building purpeses. The ssver whr enters into a contract with the

.. benk has. a3 legsl right t0 obtein a inan, as and when the conditiens ~f his
ﬂ‘sgvings‘cnntraqt_are satisfied, .The Secretariat believes that the system
.} is sound and merits consideraticn  for adoption in other eruntries., Cnpies

‘nf the Law hed been requested and the Secretariat will see whether it oan
be published as a drcument .with suitable comments, and with the agreement
‘nf the Government of Tunisia. '
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“PART - II

Ohaegtaves Of the Mbdal Law :and pr1n01plea invﬂlved

16 In seeking to establlsh a hnullng hank'to fznance 1nfrastructura1 works,
‘housing end community facilities, it would dbe necessary for the autherities

concerned 4o have -regard to the following objectives whiodhk are in line with
recommendatirns -put forward jointly by the Econrmic Commission for Africs .
and the Centre for Hbuslng, Buildlng and Plannlng, United Nations Headquarters.

&

i

17; The ohjectives are:

(1) 1o increase the number nf dwellings available for acquisition by
purghase e~r rent by the generality of the publics

(2) te sasist in the mrbilization of short-, medium— and long~term
capital for finsncing infrastructural wnrks, houging and community
facilitiess

(3) tr establish and assist in the mperetions of institutions operat-
ing in the field, e.g. cornstructirn crmpanies and housing credit
institutions;

(4) for the Bank to act as the arm of government in rationalizing
the use ~f existing machinery, co-ordinating s~perations, and in
channelling funds to subsidiary agencies bnth public and private
in the whnle field nf infrastructural works, housing and
communi ty faclllties;

(5) _to orgenize and where necessary finence the training of perSOnnel
required te work in the Bank and any nther subsidiary agency,
with or without assistance from other national or international
organizations;

(6) +to act as the agency of government in administering any
guarantees schemes nr subsidies.

18. There are some important factors which may influence government
authorities in their intentions. These can be briefly put and related
to the nbjectives. The principles nn which the draft mrdel law is based
may be seen in the different sections below under esch nbjective.

Objective (1)

19. The present estimated populaticrn grrwth in' African countries is 2.5

per cent per annum by average natural grnwth, althrugh in certain cruntries
the rate may vary between this figure and 3.8 per cent per annum. Population
living in urban sreas is increasing annuslly at an average rate of 5 per cent
per annum although, again, this rate is higher in individual ocruntries,
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For the whole african reginn it is estimasted that apprn§imately 12 per cgnt
'of the population 1iAve in urbayp .areas. .Although this is lower at present
than in other regions, demographers, have stated that the afriocan region
urban population will increase shﬂrzly.:l

20, A= stated earlier the main investment is still coming from public
and semi-public gources on different terms and conditions. The guestion of
these terms end ornditions, particularly in relation to interest rates on
meney invested, will need to be studied when one ornsiders that ?g the
majority of cases it is locsl momey which is being used for the ;nvegtmept,
These measures wruld be expected to be a part of the duties of the banks.

2l. = ' In m~st countries the private sector has been inactive in responding
to the general need to provide more residentisl accommodstion. Some
‘governments, e.g. Libys, and Zambia have enactéd’ lawd tv ‘éncourage develop~

ment of land in the urban areas generaily, this sgainst penalty of compulsory

acquisitien over s prescribed period and have applied -3 tax on undeveloped
and unutilized land in these areas. These measures heve been seen tn take
effect thrrugh the increased number of applications for development permits
from private landowmners. Hrusing banks should be able to provide assistance
if such development is tr be teo required physiocal planning standards es

part and parcel of the overall urban development policy.

22,  Thé establishment of these banks is seenas a prime measure to
retionalize the use of physical planning and construction machinery so as

tr speed up the physical develepment. With PFationaiization and available
funds organized nn ‘these lines, it seems feasible for government asuthorities
to increazse the number of houses for each thrusand of population provided
there is & onmbined effnrt from toth the public anw. private sectors.

Objeotive (2)

23, The establishment of such banks would put them in a position te -
mobilize capital for projects in infrastructural works, hrusing and .
community facilities. Their very existence would be seen by investors - -
ae a progressive and determinel meeasure to bring together 211 foroea in
solving the problems of urban development, present and future, and remewed
support for rural physical development progremmes. Thegse inveatments would
oome net only from the government allocations over the whole field, but- :
fron other institutions in the country bnth public and privete, which had . . -

acocumiiated reserves.and/nr surplugses rr otherwise wished ZFor the Bank'a
accommodation. _ :

24.  The banks should accept deposits from the generality of the publio, =" '

(9;1953 they decided otherwise because of the existence of gubsidiary .
institutions such as savings and lnan assnciations, estate development.

institutions and housing finence companies) - This will includeé landowners  "

who are likely io seek assistance from the banks at a later stage in

developing property in urbsn areas. Some regard as to the size of deposits

would need tn be taken in view of th¢ asctivities of the subsidiary :
inszltutiﬂns mentirned above which might be dealing with persons of lesser
wealth.

1/ $ee ECA document gt%led "Size snd Growth of Urban Population in Afriocs"
(¥a, B CK,14/04S.8/3 ‘ g

L4

¢
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25. The banks would ales be in a positirn to obtain liocence from ceniral

. banks 1t~ issue their own invastment bonds and deeld with the. proceeds in their

own sphere of operations. Such licencing arrangements wruld snhance the
position of the banks as recognized entitjies both now and in the future.

26, There are distinct promises of success for the banks being able 4o
mebilize capital when the general lack ~f investment opportunities is taken
inte socrunt according tr conditions in the mejority of african eruntries.
The supply of money in lecal currency in African ccuntries continues its
enlargement ;/. The level in savings deposits end time deposits in African
Commercial Banks shows a steady rise mnver the years with only nccasional

fluctuations. In srme countries, the issues of locally registered stock, e.g..

Treasury Bills, are often subscribed before tenders are opened by central '
bank authorities. Io eome 0a®el  the issues are over-subscribed several times.

ggjeotive !}1

27. To assist in achieving Objective (2), the Banke shruld be allrwed to
operate overall in the public and private sectrrs in establishing subsidiary
agencies both fnr actual crnstructirn operatirns and for providing facillities
for savings and lending. They cruld finance resl estate development
organizations in carrying out prrjects included in the National Development
Plan. These organizations could be wholly owned by government in the same way
as the Public Wnrks Organizatirnbe gueei-government brdies, or partly owned
government organizations or organizations whelly ewned privately. Thedr capacity

~and ormpetence tn carry n~ut projects would be the criteria for selectirn by

the Banke teo undertske any works.

28. On the hrusing side proper, the Banks as government's main agents wruld
be ‘in a positicn t~ encrurage snd actually participate in the establishment
and cperatinns of savings and home loan ass~ciations, mrrtgage cermpanies, and
housing cr~operative snmcieties. The Banks wruld be able to withdraw frem
active participation in' such organizations as they grew and prrspered.
Representation on the boards nf mansgement of such ~rrganizations wruld be a
matter for the Banks' deoisinn. :

29. Further, the Banks wruld be in a positirn o encrurage and assist

Local Government sutherities in the rural areas tn imprr~ve rural housing and .
community facilities, e assist in establishing oo-cperstive hrusing gnrcieties,
and for these societies to operate lean schemes fer roofing, etc. :

Objective (4)

0, It would be necessary for the Banks tr be given the duty by lew in
vespect of rationalizing financisl precedures in their deslings with other
agencies and subsidiaries and fer meking prrposals to rationalize the use of

17 IMF Internstional Financial Statistics, monthly issues.
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. -existing mechinery used in the crnstruction industry for carrying out projects
-An ainfrestructural works, hrusing end community facilities. This would be
achieved t6 a great extent by the messures they took under Objective (3),

and particularly where they had an interest by investment in agencies and’
subsidiaries, or where they had crntrol ~f the funds to be used in any

projects.
31. Consultati~ns would of c¢rurse be necesséry nt the part of the Banks
with nrther perties cencerned, pasrticularly in the initial stages. The
present system nf carrying ~ut programmes of works t~ which orgenizations .
and individuals have becrme inured rr it has crme t» them as a legacy, cennot
be roughly changed nvernight. Otherwise the opprrtunity of valuable co-
operation wruld be lost.  The Banks wruld be in a positirn tn co—ordinate ...
operati~rns in the programmes of works by, first, going threugh all opening
stages with planners including the budgetary ceslculatinons and, seoondly,
by establishing within the Banks s technicael evaluation sectirn for programme
‘8rid preject evaluation. This section would need the services of professionals
qualified in technical professions such ss civil engineering, architecture,
structural engineering, and meterials. These professicnals would oollsborate
with the financiers of the Banks. L = : -
- LRSS . . -
32.  The on-lending of funds to agencies and subsidiaries would slso depend
on an intimate knowledge of the programme of werks in the public. sector, .
and the programmes of major firms in the private secter. All this )
would apply equally tn the affairs and programmes of housing credit insti-
" tutions as depicted under Objective (3). e ~

33. " It would also be necessary for the Banks tn be -given the duty by law
tn carry on internatirnal nperdticrns connected .with infrastructural works,
heusing and community facilities, This would neéed to be in very close
enllsboration with the Céntral Banks. The extent of such internatienal
operations might need to be the subject of a Memorandum of Understanding
between the Government, the Central ‘Bank and the Housing Bank on matters of
principle. The prsitien of the Housing Bank as negrtiator within its
finaneial resources snd in sgreement with: the Central Bank .would be clear
 thereby. . .

Gbjective (5) - &

34.  The pesition of the Banks as sponsors of treining schemes for African’
persrmnel to be employed in financial operations affecting programmes of ., .
. works in infrestructure, hrusing and ormmunity facilities, is of importance
and shruld be included in any law omacted 1o establish housing banks,

35. Such training cruld be 2t the graduate and intermediate levels. Train-
ing in the accounting profession to the acknrwledged professional standing
of training inetitutirns will also be required.
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36. A1l training programmes might be carried out with the co-onperstion of

national and‘internatinnal-organizatinns. In respect of deteils 'of iaternational
opportunities, programmes for fellrwships, etc. Yhese cruld be obtained from the
United Natiens and through bilateral aid programmes. _ 8

7. In african countries there is a serious lack of persons trained in -
finance, higher level management and business esdministration. Training

carried out through the sprnsorship of Banks might give a lead to action
elsewhere if the results of a successful training programme were made .

known.

Objective (6

38, Housing banks.so established shruld be given the duty following
government agreement, tr administer any form of guarantqesrscheme.affecting
the financirg of projects for infrasiructure, houwing and crmmunity facilities.
Attention may be drawn under this heading i~ the Guarantee ' (House Purchase)
Aot 1967 of the Govermment of Kenya where, inter alia the government and a
local suthority may gusrantee the repayment of parts of loan advances made

by housing credit institutiens. The guarsniee principle under which the
local government authority .and the central government jeintly agree to ,
make such a gusrantee should be set out in the law establishing any herusing .
bank.

3. The matter of administering subsidies authorized by the Central Government
in respect of repayments of mertgage loans in housing and in rents charged

for housing to the ocoupants, is a complex one. Experience has shown that

it is preferable for any subsidy to be applied to the family as such

rather than to the house. This mesns that in the event of the family

which receives a subsidy moving away from the house, then it may not

always be necessary for the succeeding occupant family tr receive a

subsidy based on their ecomrmic circumstances.

40, There may also arise the question of subsidies in the tariffs

for water and electricity. Presumebly this would not directly affect the
repayment of funde borrowed from the Bank by the sgencies responsible
for carrying out installation of water and electric supplies. The Banks
would be expecting repayment of capital in full, although they could if
allocations were made by the Central Bovernment, pay to the executing
agencies the element of subsidy invrlved in respect of both water and
electric supply. o :
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Some factors affecting administraetirn of Eousiné Banks.

41. Certain aspects crncerning the administration of these Banks will need
to be included in the legislation. These crncern primerily, appcintment of#
Board. of Directors, esteblishment of internal committees, length of sppoint-
ments, and employment of staff.

42. It is suggested that the Beard of Directrrs would net need t~ be large
and might be limited in eech case tn six persons. These might com=

prise & Chairman, Deputy Chairman, #nd a General Directrr, together with
three nther persens representing the Minister resprnsibvle frr the gffairs
of any bank, the Minister of Pinance, and the Central Bank of the cruntry.
The Chairmsn of the Brard would nrrmslly be expected tr hnld the Offlce nf
Chairmsn of the Bank. .. _

43. Internal Committees of the Board of Directors might be formed for
administration and finance. The internal committes on sdministration would
. normally be responsible for fermulating poliocy matters affecting relationships
with gnvernment, organization and structure of the Bank, major personnsl
questirns and internal regulations therefor, tngether with public relations
in the Bank's activities. The internal committee on finance would normally
be resprnsible far the budget of the Bank, deciding on disbirsement of funds
in those cases where autherity had not been decentralized te the general
menagement at the employee level, giving advice tn the full Board on
matters of investment and project evaluatlnn, and framlng prnpnsals for
issues of investment bonds.

44. It would be a matter for decision by grvernment whether details ef the
length of appointment of members of any Board wruld be included in the law.
It would also be a matter for government decision whether appeintments would
be made by the Minister responsible frr the affairs of the Bank or by
Government in Council. : |

45. However, it wruld need tn be made clear in the law that any Board of
Directors shruld be in a pesitirn to reoruit staff tn the Bank under their
own arrangements and by —laws.

46, In: dealing with matters of decentralization of authority io the employee
level, and the formation of internal committees etc., it would be necessary

tr show in the law that ultimate respﬂn51b111ty for the affairs nf the

Banke vests in the Board.
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. PART - III

Draft Model Law

- 47T Based on - the fnregnlng Part 1II, the Draft Mndel Law oruld be as follnws,'

according to the numbered Sections, slthough it may be necessary for adjust-
ment to be mede in member States to take account of lncal conditions and
needs. .

" AN 8CT TO ESTABLISH THE HOUSING BANK OF (NaME OF COUNTRY)

Title‘and pommencement

1. This Aot ‘may be cited as the Housing Bank of (name of country),
19.., and shall come intd operation on such date as the govarnment
may by 1ega1 notice decide upon.-

Interpretatlon

2. In this Act unless the context otherwise requires, the fnllnwing
interpretatirns shall apply

~  The Bank means the Hnuslng Bank of (name of onuntry) establlshed '
in Section 3.

-~ Central Bank meens the Central Bank of (name of cnuntry).
~ Board means the Board of Directors of the Bank as appointed.
- Cheirman means the Chairman of the Bank as appr)inted.

— Deputy Chairman means the Deputy Chairman of the Bank as
appnlnted._

~ (eneral Director mesns the General Director of the Bank -
~as appointed.

~-  Minister means the Member »f the Grvernment respﬂn51ble fror the
affairs ~f the Bank.

~  Housing Dewlopment means the development of sites for construc~
tien of buildings, and the crnstruction »f buildings for
residential or commercial purposes.

- Infrastructure means provision o~f roads, drains, sewers and
other publioc utilities comnmected with human settlements, but
excluding military, marine and airport works.

-,
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-~ Community Pacilities means recreatinn spaces, community halls,
clinics and hospitals and other buildings provided for social
use, but excludes military, police and cémmunications buildings.

~  Deprgitor means any persbn'whn depbsits s sum of money witk the
Bank under the law,

-  Borrower means any persoh who borrows any sum of money from the
Bank under the law.

~ Qrant means any sum of money psid by the Bank to any person,
the payment of which requires no repayment or payment ~f interest
therenn teo the Bank.

-~ Employee means any perscn in the service of the Bank or engaged
in connexion with any ‘business ~f the Bank.

= Parastatal Organization means any body corborategestablished by
or under any law, other than a company registered under the
law relating to corpsanies.

~ Courts means the Courts established under the Judieclary- of the
Government of (name of country).

Egtablishment of Bank
W =

(1) There is hereby establlshed a Bank te be known as the
Housing Bank of (namé nf country)

(2)‘ The Bank shall be a bﬂdy cnrpnrate and shall:
(a) have perpetual succession and a common seal;

(v) - in its corprrate name, be capable of suing and being
- sued in- the Cnurts,

(¢) ve capable of-holding,lpurchasing and otherwise
acquiring and disposing of any property movable or
immrvable for the plirposes--or in the crurse of its
business; - o o '

(&) subject to the provisions of this Act have power
to borrow such sums as it may require for its
purpnses, _

Gl e e e e - . o
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Powers and duties of the Bank

4. (1) The powers and duties of the Bank shall be:

(8}
(v)

(cj

to mobilize lobal finsncial res~urces and external .
financial resources for its purprses;-

to operate savings, time and term depnsit,aéobunts
and tc pay interest thereon;

to promnte dévelopment of infrastructural worké,~hnusing

and community facilities by:
“(i) making aveilsble lnan or equity finsnce %o
any person; T
- - (ii) msking &vailable technical and finencial assis-.
"tance for site—snd-service facilitiesy . . . -
- (iii) msking aveilable technical, financial and nther.
’ assistance for promoting end implementing home
oynerships schemes; -
) ",i'(ivﬁ‘ making available technical, financial and other..

assistance in prrmeoting and implementing rural

building prrgrammess;
(v) making available technicel, financial and othe
assistance for the establishment and administration
of institutions, firms, co-operative &nd other" -
orgenizations engaged primarily in promoting
development of infrastructural works, housing and
community fecilitiess;

(vi) making loans, or guaranteeing lans made by others;

(a) .

. to any persem, corperate or etherwise for the
purpose of enabling such person to carry out
development nf infrestructural works, housing and
community facilities.

to make lozns, guarantee, loaps made by others and to

provide technical and other assistance %n afy persen
corporate or otherwise for the construction and develop-
ment of commercial premises within the area of its immediate
_operaticns;. = o '

to collaberate with any person or government department to
ensure the implementation of Government prlicy nn the
development of infrastructural works, housing and community
facilities, to promonte the use of local building meterials, _
to encourage the construction nf types of buildings best
suited to lecal conditions and to encourage the minimiging

of building costs snd the prices s+t which hruees mey be srld
or rented tr the generality of the publics
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(£) at the request of (Government, to administer such special
funds and gueraentee schemes as may be placed at the
disposal of the Bank;

(&) to perferm any similar or nther related duty oconferred
upon the Bank by the Covermments .

(n) to do all such acts and things as may be necessary,
expedient or adventageous for the performance of the
. foregning powers and duties.

The Bank shall utilize all its ordinary snd special resources
for the purpose  only nf furthering the objectives for whioch it

‘is established.

Aythorized oapital

S5.{1) Authorized capital stock of the Bank shall be (here insert
sum reguired) in the currency of (name of country).
(2) The Bank may issue shares at guch times as the Board deoides,
subject 6 the agreement of the Central Bank, - )
(3) The authorized capital stock nf the Bank may be incressed by
. deeisirns of the Bnard, subject to the agreement of the
Central Bank. :
Jhare gpldigg
‘g(l) The shares of the Bank may be subsoribed for by Government,

(2)

(3

Parastatal Organizations, companies incorporsted under the
law relating t~ companies, firms and any other persen.

Payment shall be made by subscribers for shares at their-
par value as ®onn &8s they have been allotted by the Bank, -
Such payment shall be made in cash.

Shares of the Bank shall not be pledged or encumbered in
any way and shall not be transferable or assignable.

(Fote: The shareholding of the Bank should be arranged
in such a way sn as not t» make it impoasible for:
international finance institutions, e.,g. International
Finance Corporation to take up sharehnolding in the Bank
if such is agreed by the Government.)
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Resnurcea of Bank

7. The oapltal reaﬂurces of the Bank’ shall cnn51st ofs

(a) the capltal stock of the Bank issued, subscr&bed and paid up;

(b)  borrowings of the Bank; '

(¢) deposits recelved by the Bank, e

(d) flunds or incomes, 1nclud1ng general ¥ese¥ve fund; aerived
from the nperatlons of the Bank; : *

(e)-' any other fund or income received by the Bank thrdugh 1tsj4

" Borrowing by Bank | T

operations.

- 8. The Bank may frem time to time and subject te agreement by the
Central Bank, borrow funds for its operations.

Provided that the tntal amount outstanding on leans raised under this
gsub-Seotion shall not at any time exceed. three times the aggregate of the
issued share capital and the general reserver fund.

Equity financing by Bank

9. (1)

(@

(3)

The Bank shall not invest in equity financing of any inttitutinn _
or person ~ther than an institution or persen whose nperatinns -
are within the scrpe nf the powers and duties ~f the Bank.’ e

The Bank shall not invest imequity financing of any Parastatal AN
Organizatinn 8n as tn acqulre a cnntrnlllng interest. '

In the case of equity finencing, the inves et by the Bank shall
nnt exceed 20 percentumof’ the aggregate of the paid up capltal stock
of the' Bank and the resexrves: and surpluses nf the Bank, - :

Operations of Bank

10, The 0perat1nns of the Bank shall be' ‘conducted in accnrdance with the
frllnwing principles:

(a)

(v)

the Bank shall finance only projects’ which are ecnnomlcally
v1able, snclally dealrable and technlcally fealible- 2

in mak1ng loans the Bank shall satisfy 1tsef? that adequate
provisions for the enforcement of repayment of the lran and
payment of interest exist;
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the Bank shall determine the type and value of any security
or collateral to be pledged by a borrower or an applicant for a
guarantee;

the Bank shall . satisfy itself of the expected ability of
borrowers tn repay loansj _

the Bank shall take all measures tn ensure thet the proceeds
of any loan made, guaranteed or participated in by the Bank
are used snlely for the purprses for which the loan is granteds;

the Bank shall ensure that every lecan contract entered intoe
shall enable the Bank to require the borrnwer to provide

all necessary infrrmation and tn allow inspectirn of relevant
acenunts and records during such time as the lean or any part
thereof remains outstanding; ' -

in its operations the Bank shall establish and maintain liaisgrn
with all public departments dealing with land and town plamning,
gite servicing, location of buildings and building standards.

Loans and guasrantees by Bank

11, (1) In the case of lonans made, participated in or guaranteed by the Bank,
the Bank shall ensure that the centract conforms with the principles
prescribed in Section 10. and makes adequate prrvisions fer the
repayment of principal meney, the payment of interestscommitment
fees and other charges;

(2) The fees, charges, commissierns and interests in respect of loans and
guérantees mede or given by the Bank shall be at such rates as are
determined by the Bank. ;

(Jeneral reserve fund

1z. The Bank shall establish and maintain a General Reserve Fund Which shall
be applied by the Bank to make good any loss or deficiency which may ariee
from the operatimrns nf the Bank.

Disposal of incrme

13. The Board shall determine annuallyrwhat part of the net income of the
Bank shall be asllocated after making provisien for the Oeneral Reserve Fund, to
surplus and what part if any shall be distributed as dividends on its shares.
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14.

Regulatiﬁhs

HOU/106

The Board may meke such internal regulations including finencial
regulations -as are congistent with the provisirens of this Acit, to
further the powers and duties ~f the Bank.. It shall not be necessary
to publish in the Government Gazotie any regulatirns made by the Board
under this Sectirn or any other previsien of this aAct.

Internal Commitiees N ' . '

15-

The Board m%y cnnstitute internal committees of the Bank 1o assist it
in furthering the powe;s-énd duties »f the Bank. - o _

Directors and staff of Bank

16;‘f'@he Bank shall have a Board of Directors and such other officers
end .ataff .as the Board may determine.

1?.

(1)

(2)

(4)

(5)

4Board of Directors

The Board shall oonsist nf & Chairman and a Vice-Chairman
appointed by Covernment in Council end four other Directors

~ appointed by the VMinisters

The Chairmen and Directers shall be chrsen from ameng pers~ns
with knowledge and experience in econrmic and financial affairs,
town planning, estate management, the constructiecn industry,
gnoial affairs and ~ther fields as the Minister may consider
relevant, except that one Director ghall be the representative

~of the Central Bank.
(3) .

Fach Director appointed by the Minister shall held office for
such term as may be agreed between the Minister and the
Chairman of the Bank. ’

In cases where insufficient expertise is available .to cnver
the expertise regquired in sub~Section (2), the Brard may
engage crnsultants and advisers on specific matters for the
purprses nf the Bank. ‘ 7 '
Where the Chairman of the Bank is not arn Executive Chairman,

a Oeneral Director may be appointed by agreement of the
Chairman and the Minister. )
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Powefs'of Board

18.

().

(2)

‘Thé Boerd shall in acorrdesnce with the provisions ~f this

Act, be respnn31ble for the performance of the operatirns

.of the Bank.

The Minister may intervene in Special cages to give the
Board direotions in relation to matters appearing to
the Minister to affectnational interest.

Mee iggp qf Board

19;

()

@

(3)

- (4)

( 55

(6).

The Board shall‘ﬁeet at least once in every two months or
more frequéntly if the aperatirns ~f the Bank so require.

Meetings of the Brard shall be convened by the Chairman or
in the absence of the Chairman, by .the Vice~Chairman in
consultatien with the GememelDirector where such an appoint—
ment is made.

FPive Directors shall constitute a quorum for any meating A
of the Board. :

Decisions of the Board shall be by a majority of votes
of the Directors present and voting.

Subject to tho provisiorsnf this Sébtinn the Board may
- regulate its nrwh procedure in emergency .cases and may

resnlve to provide for decision being made by circulatien

of relevant papers and written indication by the Directors
of their views thereon. Such decision 8hall be.made nn the
consensue of views expressed. '

During any Brard meeting, Directiors shall declare and

be precluded from discussion and-vnrting on gquéstions
affeoting nperations of the Bank in which they ~r members
of their families have a personal interest.

General Director and staff of Bank

20,

(1)

(2)

Where the Chairman is not an Executive Chairman, a
General Director shall be appointed by agreement between

the Chalrman and the M:.nlster.

The General Director shall hrld office for suoch term
a8 other Directors and shall be eligible for reappointment.
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(3)

(4). .

“Tahall be ‘the Chief Execut1ve Offlcer of the Bank and shall:

S

- The termination of the appeintmenf nf the General Director
shall be decided upon beiween the Chairman and the Minister;

The General Director, in the absence of an Executive Chairman N

(a) dub;ect tn the d;rectimneglven by the Board and
: ~acting in ceonsultation with the Chairman, be ree-
. ponsible for the day-tndey management and affairs
of the Bank, . o EL :u,,ea,» Ca
(b) perform such ~ther duties as may be conferred upon
him by the Beoard; .
"i: "-&-_L R
(e) subject to the establishment prescribed by the Bnard,
.. . be resprnsible Ffor the organization, appointment and
termination of service of staff of the Bank;

. (d) be empowered to authorige expenditure within-the
: appreved administrative budget of the Bamnk, or within
a scale of expenditure laid down by the Board by
reeolutlon.

Exeontiou of documents

21.

(1)

(2

A1l certlflcates, deeds, 1netrumente, forms of eontraet

and other deouments including finsncisal deocumente shall be
duly executed hy.and on behalf of the Bank if sealed with the
common seal of the Bank and signed by two . Directors on whom
this duty has been conferred by resolution of the Board.

Any such document executed in acenrdance w1th eub—Sectlon

(1) shall have effect .in-law 1o bind the Bank. and its
successors notwithstanding any nbjection on grnunds of
competence nf any person executing documents. nn behalf ~f the
Rank. S .

Remuneration nf Dlrectors and steff

22,

(1)

(2)

LI

The Cha1rman and Directnre nf the Bank and any pereon
apprinted as ‘altefrate Director may be pald by the Bank
such fees and allowances as may be determined by agreements
between the Chairman and the Mlnlster.

Staff of the Bank and other perenne engaged by the Bank may
be paid such salarlea, fees, allrwances and expenses as may
be determined by the Board by resolutien in meeting.
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Accounts and‘recnrdsx.

23. (1)

(2

. %o the Government.

The Board shall ensure thet proper accrunts and records
are kept ooncerning all aspects of the operations of the
Bank and such accounts and records shall be audited in
respect of each financial year by a qualified person
carrying on the profession of accountant and--auditer, and -
the Board shall submit a crpy of the report of the auditor

“The BOard'éﬁall'ensure that the rerson appointed to tqke '
charge of the accounting Depsrtment of the Bank and his

deputy, are qualified from a recognized institution

(3

(4)

(5)

eetablished to train accountants and auditorsa,

The Bank shall prepare annually and submit to the Government
and publish a report nn its operations including the
balence~sheet of its financial affairs and the auditor’s
certificate as to the accuracy of its accounts.

The Benk shall prepare quarterly s statement of its
financial position and a profit and loas statement showing the
results of its operations.

The Bank may also publish nther reports and prepare and
publish documents on specific aspects of its operations, -

.-gonsultants, agents and offices

24, (1)

(2)

(3)

The Bank mdy engage consultants and advisers on terms and
conditions laid down by the Beard, and may appoint agents
for purposes of carrying out its oparations. E

The Bank may establish offices and branches at such places
within (name of country) as it considers necessary.

The Bank may appoint agents and establish offices outaide
(name of country) with the agreement of the Central Bank,
for purposes of carrying out its nperations,

Termination of Bank's operations

25, (1)

(2)

The Bank may terminate its nperations Ly resnlution of the
Board in meeting, provided that such resnlution shall not
take effect without the approval nf the Government in
Council.

After such termination the Bank shall forthwith cease
all activities axcept those incicental to the orderly
Tealization, conssrvation and preservation of its asgets

- and settlement of its obligations.
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(3) The Minister may intervene to appoint an Adminisirater in
the event of the termination of the nperatmns nf the Bank
in relation to sub-Seotlnn (2) .

Securi of information

26. No Director nr employee of the Bank shall disclose namésor any
information regarding the transactions nf the Bank, except to the Bank,
the Board or employees apprinted tr assiet in carrying ~ut the provisions

~ of this law, or when required to dlsclnse any such informatinon by Order
" of any Court. :

&
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PART - IV

Conclualons

48. The srrangements discussed and embodied in the Draft Model Law in
Part III weuld be towards centralizing project evaluation and financing
for infrastructural werrks, housing and community facilities,

49. The arrangements wnuld enable a single institution to channel funda
into estate development organizations, construction organizations and
housing credit institutions.

50. The arrangementa would also enable a single body in ceollaboration
with the Central Bank, to negotiate local deposits with the Bank and vould
enable the same hody tn deal with International Financial Instltutlona such
as the African Development Bank, the World Bank, etc.

51. The Banksby stimulating the building industry would generate new Jjob
opporiunities and help to employ a larger proportion of unskilled and semi-
. skilled workers.

h2. Effect would be seenin the building materials industry which weuld

be expanded by the increased demand for its preoducts, while at the same time
improving the gquality of such products and training a larger number of
workers, The new job oppertunities and develnpment of skills thus created
would have an impact on persons in the low-incrme groups, opening the way
for voluntary saV1ngs from income,

53 Wage and job improvement would make it possible for workers to increase
their purchasing power of locally produced consummex goods.

54. Combincd training programmes would increase the demand for higher
levela of educatlnn in the technical fields.

55. Finally, the Secretariat of the UN Economic Commission for Africa would
be Dprapars to consider requests received from member States to provide
technical advice and assistance towards the establishment of these financial
institutions.





