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DEPARTMENT OF STATE
AGENCY TOR II{'RNATIGNAL DEVELORMENT
Washinsioa, D.C. 20503

— IR R T e

AID-DLC/P-GGT
January 26, 1968

MEMORANTY]M FOR THE DEVELOPMEN™ TOAN COMMTTTEE
SUBJECT: MOROCCO - Lower Moulouya Trrigation II

Attached r'or your review are the recommendations for
authorizalion of a loan in the amount not to exceed $5,000,000
to the Government of the Kingdom of Moroceo to assist in financing
the costs of the Lower Moulouya Irrigation II Project.

This loan proposal is scheduled for consideration by
the Development Loan Staff Committee at a meeting on Thursday,
February 1, 1968 at 3:00 p.m.

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Pro,joct Analysis
ANNEXES A-E




SUMMARY

SECTICH

Mmoo Ow>

SECTION

A,

Fl

SECTION

A.
B.
Cc.
AINEX A
ANREX B

ANNEX D
AENEX E

N T A LY b Lk ) AR S
RN X Mt 3o WAL SR SPSANTR L O NP P L S VL U

ANUZX C -

T T Y T TR R e

MORQCCO - IO MeULCUYA TRRIGATION TT

TAELY OF CONTENTS

AR BUCONVMRID 000
I - BACHGROURD

Hivtorlen) Paveldernent of the Prafect . o .,
Bovrouer o 0 o L L L s s s e e e e e o e s
Fxvert-Treart Bank Qlearanee ., o o v v v 0 W .
BrXaticnchic o Project to GCM Deve} -went Plenc
Relationrhi of Dreject to US Areictance Stratepy

IT - PROJLCT AKAIXCIS

The Project o L 0 0 L e e e e e e e e e e
Yoo Surmary L L L e e e e e e e e
Qo Deserivbion oL L L 0 L s s e e e e e e
Beancale Analycin o 0 0 0y s s e e e e e e
Firencine Plan o L 0 0 0 0 L s e e e e e e
Teehnical AnnZy o L 0 0 0 s s e e e e e e
Flnancinl Strtu o8 Bereenr 0 0 0 v v 0 W
The Moveonon Yeanoes 00 0 L 0 0 0 . .
2o Tnvscteent srd Sevinc L L L 0 0 . e e e
3. Contral Geveonment Finaoosr o 0 v v v w v W
b, Balgpee o7 Duyveennit oL . w e e e e e .
5. Foreign Itvirttednse, of e GO . o, . . .
Other Consnidl rotien~ o 0 v v . o v v . . e
Lo Topact of Posicct on US Donony .. . . .
2, Impact of Project on Privet . Unterprios |
3. Excers Proverty .. v . 0w u e e e
L, oOther Free Vorld Scurcer of Finwacing . .,

IIT - PROJECT IMPLEMENTATION

Perineter Adninistratien . . . . . .
Inplem:ntaticon Schedule . . . L, L, . L L L.
Walvers o o . o 0 s s e e e e e e e e e e
- MAP OF LOWFR MOUIQUYP PERTMETER

- SECTOR 27 (GREAPH OF ILOWRUAL RATL OF RETUNN
TUCHRTICAL DESCRIRTION OF PROJECT
- STATUTORY CHFCKLTGT

~ LOAN AUTHORTTATTON

(S WS U I )

-

) NG -t s
SV N NW D oY

~y
o
~

21
»

-
A

27

7
t

<7

29

30

g




SIMMARY AND RECCIMMENDATIONS

MOFOCCO

LOWEL MOUT.OUYA TRRIGATION 1T

1. APPLICA!NT: The Geovernment of the Kingdem of Mororco

n

AMOUNT:  $3,0u0, o

TOTAL CORT OF ACTIVITY: $ 5,700,  AID Loan
' 21,000,300 GOM Contribution
$ D, O, T Total

Lo

I, DESCRTPTION CF ACTTVV‘“H Grovity ivrigatien of 74,007 acres of farm-
‘and in the Loee doul(uyn River basin in northeastern Morocea.

9. PURPOSE OF ILAN: Te ~ztict in finanning the costs of U3, looal and
third eccuntry reoi and zervices reguirad for the projrct, Local
and third ccuntry c:ot2 unlder the leown wouid be finanerd by "S-
ure Morgecesn divkarr _urchased frem th: US Tressury with the
rroceeds of the iann,

6. PACYGPOUND OF LCTIVITY: DBov wiwent of the Lever Mouleuga Irrigsticn
TRYTmet ¢ e Borun nrder 4he forrer Stenich and French rerins
yrior ta Merceear oo e in 1956, The French odminictredion
had as carly ar 207 taried weryn on the crecavation fer ons ef
the vrinciral rapn o, By 600 see $03,070,500 had beon exvende3d
an majar varks for the i*vt. Inrly in that year thw Devele:rent
Lewn Pund wuthorized aroef 303 riltion fer the ool ttnge
of the worn: ~hich »2. intenicd te Finarae pricarily @ v storege
and trentmiriion fnef itics cver a five yenr reried. The en-
ctructicn lMinanced under that lean, heowever, wil! not in foct be
cemplrted until mid-106 . At Lhe precent time zowe 52,000 y-ras
are under dr-igatior o2 ~hich aboui 27,709 aerss mre verpanon 'y
cqiyeed for gveeity freleati-n, The balanee is being irripas 4
by richont or weile, 1% ‘e octimated that $Ui 000,200 of addi-
tional rescurces will be re-uired te cornlete the rerr.anent
equirging for pravity irrication of sbout 10,00 acr compeor i
of come of thore lensz t enently being irrizated by sichons op
w118 apd cress not jresent'y under irripstion.

7. EXPORT-IMPCRT BAWK CILVARANCF:  January 1}, 1653

8. COUNTRY TFAM VIFWS: The Country Tenm ctrongty endorses this rroject,

.\
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0, STATUFORY CPITFRTA: Ser Anne D

10. UNRESOLVED ISSUXS: Hane

11, RVCChﬂrﬂlDfTTG”' Authorizaticn c¢f a loan to the Government of the
Ki. g~ Marncoo in an ns-unt not to exceed $5,030,05) with

th!.‘ i'u 'n:v’ t(fl'ﬂ'..":

Maturity: I years, including a 10-year Jrace veriod
Tnere-t: o mer annum during the grace period, 2: 2%

tnercafter
Revaynents P*lnoira‘ and interest in US dollars
Procur-cont C-urces US for dollar disbursements end Nororco

— e

and other free world countries for dis
burscment of US-owned Dirhams

CAPITAL ASSISTANCE COMITTEE:

<4
Capital Development OTfizer: AFR/CDF. Sean P, VWalsh
Coun-el: GC/AFR, Willic W, Jourdin
Fneincers AFR/PDF/LNGR,\ Thomas V. leshy
Agricultura) OfTicer: AFR/ID. Curl E. Ferguson
Denv OSTicer: AFR/NA, Da'y McCall
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Loer

tte Project,

2 Lower Moulouya s a planned irrigated peri-

leta (GLO's »5 a Joint Franco-Sranish nregram, The
frortier betwesn the tormer Frencn zone

former o caclch zone on the lett btank. Con-

slosp ticn of the Meoora ciimnii diver - ien dam, which was ctarted in 1952
- rodcddes some ettt million cude meters of useful

T oaddition, come 60 kmoof tunnels and cans

ank,

MR TSN

enanting irrigetion in the Triffae plain,

Conarraatiin was elso started on the pejor water convevance system cn

4, Wore on o tre project slowed down mt'ter Moroecco gained
troene s Sepea i VAt and YAt e wag oa complished btowerd furiher com-
hroroal tra pater Wpdeaaiie reteork vt \1 1960,  In March A0 a

corio Yy ded i #2en the DIF and the COM

f tha M“Ch!ﬂ—hl)]ﬂ :Lorago dam (the prinzival
trne Rea prep Trirnel and Hich Line Zanal, cther

- ',!.

>

ARyt Ly tems 2o Seadnape canals, ol dand deve loprent,

e F-finented yeocdert heg, hewever, epcountered seversl sericis
crebtema gesythang i delays ane cott inireases.  Tn May 1943 an unt en-

Lruction stte of the Meshra-Kilila derm,

Zam Ml oAt dret biee weg virtoalle

allaticrs and deposited some 25 millien

in tb» main roeservelr nrea, All weore con tre

only on Mar-n 19, 1965 that a o7 nert roeck
at o raes 3, Th = wens ocoepleted nrd dedicated in Septeals s 1067,

oenrouetaered i the Bou Ares Turnal, i34,

i the dawnsloswm o porticn of the 1 na-l runs,

tendennyes e peosntved tr vlacine o fs -

ally cstinnbad snd heavy olvcilar re-

.
Thoen e notse canndetmn-nari oomoclex n the
vowrn found b re heavioy frectuared, raking

Airftents end adne yemiriny bravier dinins,
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Finally prountuate o chaee -3 Wit R aiyed sulphate arpeared, making
rerassary the ure of 4 ryecin) cerent, A1l of these factors combined
Y Inerease the cagt o f *he tunre 1 frem the criginally estinated $3.2
mA T e B0 T B o R IS SR BTN canlatien date frem 1904 to
Saly VAT T ndd e chy tEe Teedt Head Tunnel (2enstruction of +*hich
B Sterted neaer 40 b rrep b Clewrnrd o 4nide 1. Tast: whi.n
MEE SN A Y | TSR U S Fversion dam to the paet Enk has
beoen found to be 10 peed G eatl iy rehabilitation before jt will be
cevable of delivering water to the Loft “ank areas. Work on the reha-
bilitation of the tunriel is exrected to begin in May/June 1968,

In June 1945 tha Gry cubmitted to AID a ccaprehensive study and plan
for the completion of the projet together with a request “or & loan for
this purpnse. AID review of these docurents and of its experlence with
txe project raised a number of guestions concerning the adequacy of
these plans arising from the limited nvailability of skilled i‘oroccan
rersonnel {saccentuated by the departure of foreien technicians), con-
tinuing unresolved Jand tenure Troblems, inadaquate GOM rroject {iranc-.
ing procedurss and inadequate Froject management,, Moreover what arreared
to Yo ap ever-ambitious country o ide Morocran program for development
ef its surface water irrigation rrtential arprared as vell to have baen
nreely responsible fer the sharsnga af avallezle ranpower for the
sueeersiel esncution of the Lower Houlouya project itself. ATD then
LR TENE TRV I Tinancing of a series of studies by the United States
Perarbment, op paricultues ind the Shanford Research Institute vith the
0 BT R S chtaining both ade vete informat ion concernirg rmanpover
ranuiresnts for the Moulouyar v <r»» one hand ani ascescrent of the
tedativn prigrities for inw :toent ag between dry lend and irrirated
Tar=ivz in Mororeo on the cther, The results of the initial} SRI ctuiie
frdicated cloariy that as leact in cenoral terms, investment in Morezcan
rain ted awrienlbure would clearly Ye mare productive, Thr GOM has since
undert 1 g pregrom for Yhe introduaection of fertilizer 4n the rain fon
rereals trodic g farwirz are s ar Morocro, A final SRI Study was
undagtcen 1 e segs By sectoss tha priorities for tnvestrent in the
Frulouya ivseldf, Thig stedy o tompletad in Nevember of 1%%7. In
the meartare “he GOM has urtertaken corprehensive measures to allevic-e
[*3 shortage of thil2ed rarsower g jta agricultural rrograms, has taxen
atens fo resalve the Jand Satrs problems In the Monlouya and has re-
organized the Struchgre of Y5 farnageont of irrigsntion Trojects to
vroviads far the decoptr iz vyop or antherity and rruponsibility for the
TANARENCLY, Of th, xﬁrf.‘ﬁ-f;\'«"xrrf,g.mﬁgf pceinpters in Morocceo.
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1967 to frvrove performance in ogricvlture, 1In the eerly vert of the
year, the GM recorpanized its adoinistrative system te yrovids for

greater local resrontinility and ceontrol over agricultural progrras,

which ircluded in particular the management of the Moulouya Perivster

and instituted a rajor frive to recruit, principally in Eurore, foreign
exports Lo worz orirarily as oiernters in GOM preesrams.  In July one of
the GCMTs »ot shle erd excoricinad piminintyntors wos namad Minianter

of Ar:-culture. The latter in ~onversglicrs with USAID/Rubat has affirmed
his active interert in the Moulouya and in the US role in its finencing.

E. Relationchip of Project to US Assistence Strategy

Irrroverent in Morocco's eccnomic performance is iteelf a major US
obJective in Morocco, as well ac an important contributing influence to
US political objectives in Mcrocco. It is believed that evidence of
econcric irprovement will strersthen the GOM's capacity to maintain its
moderating role in Arab and irternutional councils and its friendly
relaticrns with the US,

AID stratepy is to assist Mcrcccan economic development within the
framework of the Consultative Grcur (CG) crpanized by the IBRD., The CG
has endorzed the GOM priority on agricultural developrent. One of the
prime obJjectives of the AID prcgram in Mcrocco is to increase agricul-
turel eredurtion, which iz fn accord with US policy to reduce on a world-
wide tasls dependence on US focd escistance over the next five years.

AID z=zfstance to the mericultural zector 3= directed at increasing
preduction In dry-land farming, ac weil as irrigated farming in the Lowe
Mouleuya River Becsin, where the US has rrovided $23 million of loan
assistance nince 1960, as well as $3 millicn cquivalent in docal currency
loans. Tne nnture of AID assistance to Moroccan agriculture has evolved
from major studics wede by USDA, TV , and 3RT during the last two years
to d-termin: the rew investnent with highest return, as well as to plan
rpecific agriculiural develcpment progrsms, In dry-land farming, AID
has provided techrical assistance and feed grain donations to improve
animal breeding and feeding, ard technical acsistance ard lozal currency
loans to increrre cereals rroduction, These projects are continuing and
expranding, warticularly in cereals producticn where additional TA in seed
production &nd rxtonsion techniques is being provided. AID also expects
in thir fiscal yenr te provide foreign exchange through a Development
Loan for the Agriculture Zactor to finance necessary on-farm equipment
end commodity imvorts, particularly those arising from US technical
acsistance wroprams,

As a rezult of previous US assistence in the lLower Moulouya, this
project han necema identified in Morocean eyes as one of major U3 1in-
volverent, The GOGM hat for some time been ti.eking additional US loan
arsistance Lo complete it, and our continued rurport of the project has
assumed political 15 well as eeccnomic importancs in US-Morcccan relations,

EIMITED (S F LRy
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ir the fincch S Yain (i the Lot bank) lie st hivhes «Yevation ond wewl i
riodre yrador puendng installations for the previcion of irrigaticn
waber from the ny.tem, :
The Lower Moutruya preoject as present'y conterplated includa:
by vty areas antly. No conchruction has bteen unaertaken with re-
i Pore e tyo ypamee D drripeticon areas snd nere i conterclated at
bovro o0 e g bt hnepy the OO pas v ith 1bs oun remurees initiated come
ot ey teaipp atanier cencerning the Tritftfa "Hien Service"” arce.
T yrolect conwsriger three Airerste aroas,  The Triffa ares,
et ety Maes adjoecent to the ripht bepg of the Meuwlouya River ard
catonn L vy Harthesct Lo the Meditsrrarenn corst crd e Alaerian
~yhbeel T conbainn come 00T neres drriesh e by pravity. AL the
S M TR Yenmoang antherize 3 in 1D, teme 2T 07 pere qn the
: B A ve unler trrigebion, oooe Sramoprivetely e Wil anl the
S Cfeem Lhe o nea weter yrovided by the Meonra Her o) Dan
3 o ent bt pmeteted S Yo b M bhe rre et Riee oo 02000
"o . cafdoy Gerbetion U L feshemh 7,7 0 L beine frvioated
S e o wrader saias et ot the Inteey pre intonled to be
ai e s sedve Arefpetion wster from bhe Main Toiffa Canal,
Foo vther by areas of the reajoct s oan e 100h beng of
s Wt e Py The Debra nvea Ly prave ot o0 the ran b the
1 Seien et amoand Yas fuat Lo She west of the wpabieam cnd of
the rifie Ylain, T oecontaing 19,99 acres of irri-avnle land, none
; ©ovarh o wndee irnigenien et e precent Liso. The safor canal
: wres b been largaly caenleted for the tranamission ani distribu-
then ol v her Lo fthtg prea and soae of the 1andl is rolng 1o¢cared to
frmerye wat or, Hageovwewe, the Totd Lapk Dead ji-ad Tannet, + critical
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? ~originally begun under the Spandph regime, Work waa resumed by the
{ GOM under a contract concluded in lata 1959, Major difficulties with
{ the tunnel structure have been known for scme time. On comnletion of
1 a series of studies of the prcblems involved, the GOM 4nvited Lids in

November 1667 on a prenosed contract for the correction of structural
: defects !'r. “he tunn-Y, 1t jo anticirated that this contract will be
J flnanced oy the GO froem its cwn rescurces.,
;
1

The Bou Arcg arca, which lies to the Northwest of the Zebra and
along the Mediterrancan Coast, will likewise be affccted by the deley
in passage of water through the Left Bunk Dead Head Tunnel. The Bou
Arng rven nonteing sore 31,000 acres of irrigable lrnd., While the
extenal o Lranimi..l 0 "yrtem running from the northwest porticn of
t. Tt rmbathe oy s hag largely been completed,
neither the ool oo “tvr oy w0 ~vv of the other irri-
gation works required nave on vl Ysoavar, o mert of the
d2sign studies for this arca has uo-n copton., .,

] The bulk of the DLF lcan of $23 millicn, of “hich =1, k'y

4 over $20 millicn had been disbur:.nd as of the end ¢ Hovenber,. 16067,
was (or is being) utilized for conctruction of the Mrchra-kiila storage
dam and of the Bou Areg Turnel and the Bou Areg High Line Canal, .
Sraller amounts werec utilized for advicory engineering services provided
by a US firm, decign services, and construction of seme of the main
canal, drainzpe and distribution works. The balance of the loan 1is
expected to be disburzed befere the end of this year for reimburse-

rent of the costs of contrects already completed or oresently under

"3 way.

1 The GOM has in eddition expended an estimated $13 million since
1 the beginning of 1969, ubout $3 million of which -epresents the cost of
1 hydroelectric i{nstallaticns at the Mechra-Klila Dam and on the Bou Areg
i High Line Can~l., About %2 million as exnended on new construction and

the balence ripresents estimated costs of operation and maintenace of campleted
works. The DLF lean of 1667 was intended to assist in financing o apy T
cecond rhase of yroject works in the Mculouya Perimeter. As indicated T
abave, the works undertaken in thic vhase (apert from the repair of

the Lnft Bank Deed Head Tunnel) are dreawing to a close,

In view of the sizeable recources davetei to the Mculouya over
a rather long reriovd of yrerc--by the Spanish, French ard M.roccan
Governmentsprlor to 1960 and the 6cM and AID from 1960 to 268--t0
achieve the installation of the bulk of the major installations
required for water ctorape and trunzmiscion, it hat been considered
that at this next stage of drvelop ent of the yerimeter the rrincipal
focus of sttention should te¢ on ttoce works which will offer the

{ 4
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greatest and most rapid returns on sdditicre’ resources required for §

their comnletion. 1In the interest of obtainini an esscsrrent of i
rrioeviftes forothe comnletion of the revainder of the yroject, AID |
retained " rrvices of tive Stanford Research Inctitute to vrepare ’
a “tudy ol Lhe zorre apd returas for the varicus portions of the
wroject ror whih ircrivaticn has been rlanncd but not cempleted,

The retaltn of ko T iy frendosee it the completion of
the remaininz vorks requived ta ' . " ': in the following Sectors
(which ray Le idantified on Ui SOP i Annw A) would appear to offer
the optimum corbination of highesn 0y 1 ‘neremental investment

and early compietion:

Ro. of Acrers To Pe Pauivred
P et o

; R I R 3¢
Triffa Main 7.
Triffa Sector 27 Tt
Triffa Sector 28 3,400
Zebra Collective 1,500
Zebra Remainder 1h, 250
Bou Arey Central 26,250
Bou Areg Remeinder iﬁ.diﬂ
TCTAL .
a/ . .
=" Includes some 8,000 aeri: : .- 'o'nosoee 60 being equipped

If the above is to be accomplished over the next five years, as
envisioned by the GOM, the schedule would imply the bringing under irri-
getion of arcund 15,0%) acres per year. This is around two or three

times the GOM's hirctaorical rate of development of irrigation in the

Moulcuya over ‘¢ -ast seven Years., While the GOM has recently reor-
garized itn ~ . ¢ 2nt structure to vermit greater local autonomy in
the ranepemor. “rrigution perimeters and has reczntly accorded a
very high v~i-rs; <o acceleration of development of tha Flnuya in
particuler, 7t *.: avident that, given the manpower constrai ‘ts involved
in the Mew o operation, th: above target ray well be ir rible of

achi¢verent,

The GOM ha= itself recognized the elements of thi: v b m- apd
has in diccussicns with USATD/Rabat reguested considerati- - the
finanecing by AID of the dollar costs of a management contevet with o
U3 Tirm tn take over completely the management “unctions from this
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res to bee wnederteten on the s2ft Bank under the pro-
rosed third

rnarte of the project are as follows:

4,_1

left tJnnk Dend Head Tunnel

Av rreicus’y frntteated, the final “tages of vreparation for the
revaie of tnie Lrastare are o unt e vy, b U5 exceert pne recsntly heen
retalned Looopo e She s s mp L frroehis vk and ie expected
to zubmit his written re:orct gr Pebpeten s His preliminary impressions
based on a tite Increcticn, indi-ate that a ratizfactory repair can be
made in considerably less time und for lens o.ogt than previously con-
templeted.

The early comnlation of thiz wark is important ainc g ‘rets
the availnbility of pretect wnter for tre entive Left Be nk.

Zebra Cnllactive

This 15 an arva of rrllactively ooned trital land that will be
divicded and allotted to selected tribal me-hers who will become gole
ownera, A large vart of ti landi pre-aratirn and develsprent has
already bren completed, Tepe lapd levelirg remains t.o he done as well
Az construction of dAist © brticn and drainng~ works,

Zebra P mainder

Tke northern zeectisn - the remainder of the Zebra will require
the externsion of the main cnrenl which will be ccrvleted with financing
ccmmitted under Phase IT of the yrodect, Land preparation and leveling

will be required nleng with “he construct:on of distribution and drainage
werka . :

T . voecticn of the serainder of 400 7 Lra wil) require
Lin reajat o Cend end Capd Poneding, and b ‘e and engl-

rrering de : vt o L f disteibeticn end deatnage cnorke,

Bou Aree

fome ergineering .tuclez have be- cernleted for the irrigation of
the Bou Arer. Fur the most -art, heamver © 1 of the regulired construection
of main carals mnd qajor drelnng2 worke, “ar develcoment, and eonstruction
of subsidiary Airtributinog snd drafnage sy:come rérains te be undectaken,

To» Eea Aveg Tunnel w:s contleted in 1967 and construicticn ‘g
under way cn the Vain Cone) reauired to ~onvey water 4 the scuthern
cire of *v. Pou Avepg rerviece srea,

e DL mned ey cpvs i) b peguived inrluding the ~ctablish-
~n' 5o e : o vl e ir e o cthrr ecrmunity tervices and
Pne : v b e Thh reeulrencnts for
Sueh onpet e I SR Coar NPT then 0 the ypege
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As indicated in the tal i nn vage 11, the present entimntor of costs
of the rroject are somawt .t Livher thun Lh» JUb0 ferccasts, They ave nut,
however, higher by ar emourt vhich weuld have a cignificantly advers
affect vpcn the benc. . /cest ratio as wriginally ccamnuted,

PENERTT -COOT ANATVITS

fue to the nuphe e Sy alds crntive wress in which in? chment reudd bhe
pade in the Tower wealouya, snuiysis of bepecits ant cestn were under-
taxen for di.erete  roicct aroas Yo the mrpose of extehliching a
ranXing ot irinrity i Lorrs 6 the eceonc:io return seenl' o Frem opew
fnvestrent, )

The rethod uzed “n this rralyrie is the Tnternnd Bate of Foturn (IRRY
which »ermite comvrrisan of rltorrative rroject costs ard benetit. witho -

‘ne nrcensity of arcroamine o eV intarant o vate Por 1 roe s free e
b bepeti Coorhedr pessent socotne Thodntecpnt vnts o paturn

that dpterast vate »¢ wvhich thn *tresm of benefivs and oo : s

Plevedy oo 1vh’" Turterivon e PR and srogect prioejtior Gt e

o a‘i2°q ?“

Costs

Drieet Area 1R
Trif'ln Maip 21
Secter of 2
Sector 273 0
Tril<a ast 6
Tau Assg Coentpral R

Nia, heoo Popaipdasy s (
Treiife ey Copvioa "
Zebya e tesigve q
oy T owagnders 0

srbicren the Triffe pacsy grea niown en {rterpa) rate of roturs P
tnan Lk Zobre nrdq Rou Avep nrons, b Triffa Fact han net te o
uled Tor firancirag vnder i Y saned leen teoaute of the Anre
snsital dinveatront (zbout 8.6 fl;kz'ﬂ) Lot va 2enplets ieveiornent
cU thin mrea gnt the exre r)fn time (77 ronihe) recesrary to oopolets
“tedles, constructicn, Vand devilotment. ant placepent o faeners cn the
Jredy In ocimrerisnn Aevo L evmant of R I T L

. -..t'.'l ,.\ﬂ)l‘ e r‘lﬁx: I 9_,\!‘\', ;‘IL 1 ,)0".;. 1}:., ;‘, ey, ,.-'..} v . -t . .-.
tonths ard Lhe Ragu Av- o Septral within BE o tL, S A
Toevien sreea has not . o ey ’ Thenetee e noay,
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elevated area requirins vater to be punped to the irrigated land with
bolh higher capital cocts (about £11 million) and higher oreration and
maintenence costs (150 Dirham: per hoectare vis-a-vis 100 Dirhems per
heetare for the pravity irricnted areas)., The only vork vresently come
vleted in the Triffa High Service Area 15 the preliminary engincering
studies. Similar to the Tr “fu E-:4, the Triffa Idzn Service area

will reuire an exiended dovolayoent peried br:fore” spricultural pro-~
duction can be initlated,

The above considerations result in the following revised ranking of
priorities:

Project Areca ITR (%) Priority :
Triffa lMain 21 I :
Sector 27 8 I !
Sector 28 9 I i
Bou Areg Central 6 II - !
Bou Areg Rerainders 6 I : '
Zebra Collective 5 II
Zebra Rerajndars 5 II
Triffa Eact 6 I11
Triffa High fervice 5 TII

SRI used a ccst contingency Jactor of 2% and a cumulative cost
escelation factor of 3.4 per annum. These factors appear excersively
high in the light of (1) project experience to date and (2) the fact
that from his roint the technical rirks involved arre of a much lower
erder of covntnsity thay those irherent in the rajor works just com-

e N neen e Leeaat{on ard contingency factor of 1%% has thera-
St s e tha estimates utilized in this raner. Thn
SRR S s VA factar to uejeet eosta (in vlace of the factors ;

e py CRTY ceasdd net chanae thy reniing of the nltereativen, Hewever,
UEETR N B Beoorndier contineeray factor would inercase tke IRR.

'u?nw Bi%e nerebieally the IRE for the 5ritffa Sector 27 assuming a 1

L AR ) certinseney,  As can be seen, as the concingency |
weber Fooy e cmad the cotl curve maves to the right and {inter-ects the ;
Lerms D80 oy 2 hi:zhee intorecd wobn (dptrvpnl rate of return).

C. Firencing Pian

Cout. o the praject weork:, manngencnt snd engincering advisory
services for the prono.ed third stzge of the Moulouya Project are
estinaten as followe:
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(In Millions Of Dnllars)

Right Pank: {

Triffa Main 3.4 .
Sentor & 0.8 g
Sector 26 0,9
I |
Lef+ Rank:
T 7:%ra Collective 1.2
?-bra Remainders 5.4
Tou Areg Central T.h
Lou Areg Remainders 6.8
ieft Bank Dcad Head Tunnel 3.0
T~ 23.8
§ﬁ£yices:
Management 2.0
Advisory Engineering 2.5
2.5
SUB TOTAL 31,1

Escalation & Contingencies @ 15% 4,7
TOTAL 36.1

It is prorosed that the AID Development Loan for this stage of the
Moulouye Projwct be limited to $5 million, an amount which wcould be
sufficient tc reet the cost of any US goods and services required for
the works to oe undertaken, Thus the loan would finance the dollar
costs of manrgement and engineerirg advisory services to be provided
by US firms, estimated et $2.5 million. The balance would be available
to meet any ther US cocts that might arise for constructicn ejuipment
and nmaterial.

The balance of funds required would be provided by the GOM from its
own budgetary resources, including, as appropriate, agreed allocetions
of the coun'ry-use dirham proceeds of US surplus agricultural progrars in
Morocco.

To a lnrge extent, construction works in the Moulouya (other than
the Bou Are¢s Turnel and Mechra Klila Dam) have taken place under a large
number of -nall contracts with Moroccan firms. It is anticipated that
this will rontinue to be the practice in the forthcoming development
stage, Thuz, it is evident thet the great bulk of project cests in thie . i
next stapge will be local costs. : !

1 T Ol

TSI
b it ke
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In the event. that not all of avallabdle funds under the loan are
required for 15 corls, it ir rrouored thal any remainine balance be
utilized for the payment o locel costs of the project. This would
be accompliched by utilizin- the dollore vroceeds of the loan to
purchare US-use dirhems (frer the UT Di-purszing Officer) which would
be utilized to rrimburse the GO fer ewui-n’ Lt local cz-onditures,

Tnic arrvanzocront 30 sicilas Loy thot utilized tn the ~ure of the
Developuent Loans Tar the louiciewr Alrovort Convercicn.,  Since these
loans are rcpayable in dollars and since Morocco is a "noar excess"
local currency country, the »Teet of the teantaction 17 Lo provide a
means for obtaining cenverrcicn, oer the 1lile of the loan, of otherwice
inconvertible US holdings of <irhams vhich are in excess of its local
requiremer i,

In 1967, over 15 million dirhams (about $3 million) of PL 480
Section 1.04(g) loan funis vere, in spreement with the GOM, allocated
for the financing of variouc contrzcts relsting to projects in the
Moulouya. It is enticipated that sdditional allocations will be made
out of the local currenecy proceeds penerated from current and anti-
cipated US rurplus agricultural coarmodity programs in Morocco.

1t has been vroposed that the dirham equivalent of $4.5 million of
the proceeds of the October 167 rurplus agricultural commodity Sales
Agreement be allocated for a Section 1.¢li(g) loan for the Mculouya.
In nidition, iL is estimated that a mposzible $13.5 million (in dirk-
equ’velent) would be available from cuptlemental surplus agriculture’
con:-wlity rales programs under Title I and Title IV in calendar 1967
Tor allocation for loans for development projects in Morocco. These
two amounts corbined would provide uboul 6%, of the GOM resources re-
quired for the project over the next five years, On thig basis therec
vould appear to be reasonuble procspect thet the GO should be in a
rorition to provide cvar the Cive year periocd 'of the project the addi-
tional resources reauired for its ccrrletion,

It ic contemplated that no additional US dollar financing of the
Moulouya, boyend the $5 willion rroposzed herein, will be provided for
tl:» campleti n of  he Mouleuya, cipce the bringing under irripaticn
of the Th,00%  <res included in the propored project will substantially
complate the works criginally contemplated when hs DLF lean was author-
ized in 1669, The remainder of the works the ° be within the capability
of the GOM to complete with its own resourcen.
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D. Technical Annlysis

The Moulouya River, which ir cre of tne largest in Morocco, originates
in the Middle Atlas venge and flows somwe 250 milec northeast to the
Mediterrancan Sen oat n point rear the Algeriay border,

Toe apricusturar “and or diviaea inte vear clain-. Ths largest and mest
sarttore clain fa the Teift o whIoh de lecnted on bhe rirht btenk of the
Moulouya amd which extends scuthwsrd oome 31 niler frem the Mediterrsnean
Sea, To the west of the Totfa, and on the left bank of the Moulouya 1is
the Zebra nlain. Mountsins reswarste the Zebra frem the cea and from the
Bou Arer nluin, which ir Jecnted nerthwest of the Zebra,  The Bou Areg
it a constal plain, come 19 miles lerg and b miles wide, separated from
the c2a by a challow salt water logoon. Southwest of the Zebra is the
Gareb plain which hes land suitzble for irrigation in its southeastern
rortion. The Gareb iz at a higher elevation than the three other plain:z
and i ultimately irripnted would require pumping from the lower level
Zebra conveyance systom,

Vater from the Moulouya River isstored behind the Mechra Klila Dam which
~as comdleted with firancing free. AID loan € 9R3-A-71 (DLF Lean 17%6).
Water ir releaced dawvnstrear {rbout 9 miles) to the Mecara Homedi reser-
voir and diversion dem where it ic diverted to the right and left bank
cunals,  About 75 Xilometers (55 miles) of the Triffa (right bark) main
gravity earal have bern ecorpleted end conniderable werk has been carried
out in the Triffs on dictritution and drainage retworks, land leveling
end other farm imvrovements., About 27 kilometers (22 wiles) of the Zebra
(left bank) main pravity canal and the tunnel 6,3% milee (10,197 Jirenr
weters) betueen the Zebre area and the Bou Arep area have been completed,

The GOM vil) verform certain work neoded for develorment of the gravity
irrigation systens Tor soee T, ") weres over the next five yrars. This
effort viil be roneentrated uron the develorment cf arras that provide
the greatert economic returrs ard the development of 1 cadre of Moroccan
cersonnel adequatrly trained in the ranagencent of the preoject. See
Acnex C for further project dctails,

“echnleal Fvaluation

#. Infrartrueture, The intorpel highway communication netwerk i exeot.

FEREE Y

Zert ognd compronires come S5 milen of rondT, inctudineg 1t et
wiather paved rosdis,
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of the Qujda-Fe:<Co: nhleniea raite ad vhieh alro extrnd: to Algerin; the
Spanish enclave el o NMA' 100 ~0d oo cemmercial alrports at Oujda and
Nador with reguler nationst and international rervices,

The veriretar b W ed ity o leotpio ceveroardl Usoeronsed by n 60 ky
Line duteresreecind 1y b 80 Ky ot ional netuorck,  fdditicnol rower

(9 2 10 4o cap year) e

o

ro t insg wraviced from tha bylreauer staticen

at the Mecnre X1il4 4em and the Bou Arep central nower station. The tewn:
are ccnnected to aach cther and the rest of Meroeeo by telerhone and

telegraph iines,

b. Soil:, Soil urveys snd land clasrifications huve been completed in
the Mculouya verimeter on o contraect vsei~ with French firms uring French
methods. The Triffa nlain wnn- initially rapned at a ccale of 1/50,000
with certain areas subrecuently reravped at 1/5,000, 1/10,000 cr 1/20,000
depending uron the rorvlenity of -~oi) ratterns.  The Zebra plain has been
mapped at a reale of /20,007 and the Bou Areg vplain at a scale of
1/50,000. On the basis of thesn furveys, the GCM har clessified the soils
in terms of zuitability for irrigation as follows:

Innd Clastification (Acrer)

Clans T & IT Class TII Class IV Total
Triffa Plain 7,000 26,800 22,425 90, 625
Zebre Plain h,keo 32,775 4 980 21,h25
Bou Areg Plain 25,100 1,691 3,70 20,670
Garecb Plain 13,795 10,770 0 2h, 105

B9, 575

S35 25,055 179,915

¥Includes 71,750 acres for Hirh Service Aree

The findings thwms indicate that: (i) sprroviretely 507 of the area in 4he
four =lains ir e suited to irrigation (Clarres I ani I1I); (ii) more than

-

3% i sultabls but with one 6r mecre limitationz irvesed by undesirable

features such an touesrarhy, <ni) characteristicn, rteniners or reztrieted
Araiease (Cla s TIT): and (iii) leac then QY. of the area js only narginal ly
suited for icricnticn (Class TV). In these latter nrepn only zemi-intensive
~rod rotations w431 be ponsible.

The oninicn ¢f the Cran~ulting Enesnecr (Hydrctechnfc) ith respent tn the
zb~ve eclarrifiscnnion 5 that vhile 5 Buresu f'or Rr~lorction -tandards were
not o omnloyad, the nlascification is Geeurate and centorvative, with more
land rlaced in Yore d-sirable categories than ripht have been the case

vere US -<tandards follcwed.

The clazsificatien haz aden bron reviewed and

found to be caticPactory by the USPA tear. However, 1 arcas of complex
roil patterns vh'ch to date have only been rapred to n scale of 1/50,0°0,
foine remarping mray be necessary as a basis fer rrevarin-
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final designs of irripfation end druinage systems, parcellization into farms end
planning of land preparation reasures. In addition, ccnsiderirg the high
average talt econlent of vater trom the ‘culouya Piver, a prosram of systematic
leaching will be required to rrevent acriorulation of salts in the solls,
particularly in the ‘ebra plain, Certcin areas wilil also reaquire nitroren,
rhosphorus erd possibly cther nuirient: to obtain catisfuctery yields.

c. Weter. OCn the basis of studies by the GCM which have been reviewed by
the Consulting Fnoincer and the U.S, | arcau of Feclomation, it is the
cenclusicn of A,1.L, that: (1) the o ¢lity of water in the Lower Moulouya
is helow averesre but conperable to th'l of certain rivers in the V.5, which
hnve cuccessfully been used fer frrif :tion for periods excecdine 100 years;
(ii) there is clearly a sufficient ar >unt of vater to irripate the 128,000
“eres to be cerved in the grovity arcas, Additicnal ctudies ere requirea
tv cetermire if adequate water is av ilable for irrigationiof 176,000
oeres,

The enly cirnificant zource of supr y for irripation water in the perimeter
is the Moulouya Piver. Uhiile &ree tnd is yprescrtly being irrirated from

wvells, moct pround water is o ¢ - e omelily,  Che YMoulouya contains
dissolved salts wirich vovy "o v oeebien Sre B oL dvring peak flow

to 11Cu ppm aurins rericd of o f v wu, Whe tver: o cocecntraticn is 750 pom,
On Lhe basis of USDA calinily Leb: -atory criteria, the vater is cless 03-51
(hiph calinity-low alralinity)., V.ile water is thus of mediocre quality,

it is ccrmrarable to that of river: succecstully used for irripation in ths
U.S, (e.¢., the Lower Colorado Ri-er) and poses no serious problems to
irriiation in the Moulouya perimeicr provided the GO adheres to recommended
prorrams for meeting leaching recairements,

With recpeect to the 128,000 ucre projeci, the demand for water reasured at
the Mechra Homadi diversion denm is estirated at about 57% millicn cubic meters
per year as follows:

Temand for Woter

Peak Flow Annual Total
(August) (m3 million)
Agriculture (176,000 acres) 33.7 m3/s 606

lHunicipal & Industrial

Consumpticn .8 m3/s 23
Total 3035 Wi 629

123,000 acres to be irrigate:l 3
by Cravity . 25.5 m7/s 575

2
*(The est mated peak requiriments of 34.5 m”/s compares with a 35 m3/s design
capacity of the main canals at the diversion dam, including 18 m3/s for the
Right Banx and 17 m3/s fcc the Left Bank).
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This estimate is based cn protaple rainfall, cropping patterns, plant
requirements, evapo-transplration and other expected losses of irriga-
tion water. The estimute ic believed by the Consulting Engineer to

be reasonable but subject to refinement on the basis of tests to be
carried out on & continuing basis.

The ennual averarme availability of water from the Moulouya river is
estirated at 1100 million m? or about double the estimated requirement
for the gravity arcas.

Fstimated Availability of Vater

Twelve Year Annual
Averuage for Moulouya 3 3
KiVer vivveieveeeansess 3 m? /second 1,100 million m’/year

Maximum inflow 3 3
Observed wuvveveesseenees 8,000 m?/second(1963) 3,400 million m°(1962-63)

Minimum inflow
ODSErved cuoveeeseveveeees 1 M /second (1954) 532 million m3(l956-57)

On this basis it appears that there should be ample water available for
irrigation of the gravity arca, as the water availability obtained from
twelve years' observation exceeds the recuirements in all but the 1956-57
season shown above. Prior to the development of land with purped service
areas (the ¢arcb und the Triffa lizh Service), & review and analysis of the
river hydrology should b2 underiaken to ascess the aveilability and regula-
tion of the river flows.

d. Studies, kEngincering and Concstruction., The overall irrigation scheme
outlined by the (uM derines the major festures and the magnitude of the
p work to be accomplished to attain the ultimate goal.

This scheme is being carried out in pheses over a long time period. The
present phace encompasses the development planncd within the priorities
indicated by the Ctanford Research Institute (SRI) study for the gravity
irripation system.

f N
Aab. beism.

The studies for land classification have been completed for the gravity
irrigation system in the Triffa, Bou Areg and Zcbra plains by French firms
and were considered reasecnably accurate by the Consulting Engineer. Land
consolidation und parceliling has been completed by SCMET in the Bou Areg
Central area, the ’ebra Collactive and Zebre Bemainder sectors 7 thru 10,
E Land consolidation and parcelling arcneeded for friffa sectors 27 and 28,
7 Bou Aveg kemainder and Zebra kemainder sectors 1 and 2. The engineering
designs for the Triffe main, sector 27 and 28, and the Zebra Nollective
have been or are being completed by the GOM forces. The engincering
design for the Contral Bou Arep and Zebra Remainder sectors 7 turu 10

has been or is being completed oy Hydrotechnic. Engincering design
will be required JSor the bou Arep rFemzinder sectors D-3 thru D-7 and o4
thru G-6 and Zcbra Rerainder sectors 1 and 2. The engineering design

] Tor the Dead Head Tunnel hac been undertaken by S.C.E.T, who have pre-
pared and issued an "Avant Projct"/ﬁ{pr bid invitations for construction.
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; This firm will also underta¥e zuwvervision of construction, The engincer.
ing not yet performed can be nccorptished by GOM forces and/or private
engineering firms.

Construction of the extension: to the main irripatlon and drainapge canals,
i lund preparation, cector cansls ani drainare ditches will be performed
unler eontracts ta loeeal eontractor.s, crcent veena=t in the ecanne of the
rehabllitation of the Ladt Pon< Dead Head Tunnel,

1 ¢. Cromning Patterns, The exicting crciping pattern in the Moulcuya,
inecluding bod irrigated and dry farming,includes prain, forage, citrus,
vegetables, ollves, grapes and a small amount of leciduous fruits and
nuts, Of the roughly 2Un,5) arres of agricultural production in the
Moulouya, about 177,000 acres are in field crops, 24,007 in vegetables,
16,770 in citrus, 15,000 in greecs, 5,400 in forage crops, 1,700 in
clives, and 2,57 in other fruits and nuts,

Taking into consideration rast and present trends in vlantings as well
as agronomic and price and rarketing factrrs, the following projection
of crorping patterns has bcen developed for the Lower Moulouya

PROJECTED “ROPPT!G PATTERNS TN THE LOWER MOULOUYA

_1 (In per cent of total irrigated area)

Ieft Bank and
*riffa High Service

Triffa  Sector ° Sectcr ,Iriffa Class Class Class
Crop Main 7 28 - East T & I1 111 Iv
Citrus L 60 hly) 19 10
3 Vegetebles 15 10 15 1> 20 10
E Cetton 15 29 10
! Ferages 1n 29 25 30 Lo 30
4
1 “heat 19 6 20 25 20 35 ko
; v
E Graner 25 24 35 15
4 Dry beanc: 5 1n
Sunflower 10
Olives - - — - _5 _l’)
100 109 100 100 1% 1052 100

a
-/ Inclides double cropping.

LIMEsE
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The projected cropping pattern for the Bou Areg plain includes cotton.
Durirg the Cir-t five sears of the projeet it would be grovn on an
ertirated 17 cf the Class I and IT lands. This revrecents only 960
hectares (2,5 eeres) er this 27,597 nere area.  The cotton acreapge
may increase srece after {ive years if zatisfactery drainage conditiont
ere achieved in the Bou Arer,.

Tne coltan provwn is leng stanle, Traditicnally Morocco exzorts jtsg
e-~tire crov and imoorts US rhort staple cotton to mect the requfrements
cf the Moroccan Spinning mills.

The cropping vatiern of the Triffa Fast (about 18,07 acres) is projected
t Ineclude 15% (abnut 2,770 acres) in cotton. Tt is likely that because
of the limited extent of Class I and II lands in the Triffa Fast cotton
wil) not increase beyond that percentage.

it in evident that the amount of irripated cotton that is likely to ke

grovn in the Moulouys ic minimel, even assuming that local drainnpe condi-
ticn~ are suitable,

f. Technical Scundnezs. The AID Project Engineer hns reviewed nll the
dzte and rajor construction rerformed to date on thiz long-ranme vhased
wrefret and finds the technical requirements sufficiently defined to
centinue the project on an orderly schedule. The cstirates of cort of
oroject facilities have been determined by SRI from average values of
it cncts obtained from rreviously awvarded contrncts and from 4detniled
erirn and anslynis prevared by the Hydrotechnic Engineering firm of
tro ly~icel rectors located in the Bou Areg arca. The cocts for the
raraserent contract have been estinmated by the USAID. It is considered
that ths degree nr engineering planning uadertaken and the deterrination
6T eonls to the US Goverrment are adequate to meet the aroliceble require-
rertt of Section 611 of tle Foreign Acsistance Act,
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E. PFinancial Status of Borrover

1, The Moroccan Fconomy

Grewth of Morccd ~'s GDP in reul term aversged sbout 24 per year
in 1€k and 1765, Per capits GDP in 1665 wns approximately $162. A
severe dreupnt in 2006 resulted in oo docresce of aliphtly over 2% in GDP
which vitn -couiation growth everazing 3.2% ror year roculted in a 4
deeline of tor cnnita GDP in 1646 Lo sbemt 5i54%. A 7e-cnd drouzht
cecurred In 107 but is not expectid to have the severs effects of the
1566 drought, Crop forecasts for the first nine month: of 1967 indicate
a L% increece in rcal GNP above the 1¢66 level. This is algo the economic
grcwth rate estimated by the IBRD for the per.ud 1965-70.

Moroccn's economy ic heavily dependent upon th2 agricultural
gsector, which has averaged about 1.% growth per annum. Hcwever, growth
of the zmall modern sepment of Morocco's agricultural sector has in-
zreased at the rate of about 7% per annum. 4

In 1S6E€ the Irternetional Bank for Reconstruction and Development
(IBRD) precented a number of recommendations dezigred to increase Morocco's
cconomic growth rate. On the bacis of these recormendations the GOM
rroceeded with plannirg the necessary propram to increase investment
lovels frem the 1066-65 level of 117 of GNP to 17, of GNP and stimulate
Lhe rate of nconcric growth from 4 to an aversge of over W% annually
for the five years 1666-70. In additicn, the GG/ has taken measures to
curb the nopulatinn growth rats while placing incrrased emphasis on
raicing preduction of both dryland (wheat) and irrigated agriculture.

2, Investrent ond Savincs

The level of total gress invectment has rernined at about 114,
of GIIP for zeveral ycar:, although the percentape declined slightly in
1765. Under the GQ¥'s Three Year Plan, 1065-67, the gross investment
target was et at DY 'i.3 billion+’ Actual invertrent expenditures for
the three year pericd reached about DH 4.6 billion, of which the Govern-
rent expesditure amounted to DY 1.7 billion ar epainst DH 2.1 billicn
budgeted. This may have bee. rartly due to the GOM's deliberate auc-
terity pelicy under the IMF stsbilization program, but more probably it
waf due tc the shortame of trained cadres to :lan and execute projects.

In the private cectcr, considerable smourts of savings may be
hoarded due to lack of projecl:s attractive tn investors. The lewvel of
private investment has been runninp nt atceut 94 of GNP threugh 1965,
The COM, u: incentive tn private investors, her cut profit taxes from
k3.2% to W% and announced a ten year puarantee sgainst tex increases,

/
25 81 = DH 5.06
i
e Eie
. =KIFITED UFEG] AT USF,
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Loan:s are availuble to wrivete ipnvectora frem Lh RNDE;/n coll s Tror
special funds to premote touricm development, i

Under the 1763-1672 plan absut to be itiucd, fudteent level:
are to be accelerated considerably, reechinz 1'% of' GRP Ly 1470,  Morcoee:
i relying heevily on foreign ascictnone Lo acliicve thore vooienced
h:pher levels,

3. Centrnl Goverrment Finances

The Morocran meney suwpply which had incrrazed by 7.6 per cent in

1965, remained virtually unchanged in 1%66. The first half of 1967
witnessed & 5 ner cont increase in the money supply. T e major part of
thir increase wan conceantrated in June and July when the supply reached
Oil »itlion, Currency in circulation expanded rapidly in June and July,

cnal fsetors being reinforced by commedity heerding related to the
Middle East erisis. Demand deposits did not show their normal decline
‘n the first half of 1967. Deposits with commercial banks declined
~lightly while deposits with the Trcacury increased as public and
cemi public agencies continued their transfers from the banking cystem
to the Treasury., The increase in money supply in the first half of
17€f ean i+ Lraced to the n-»al “ensonal increase in net foreign assets,
nol «i'fiet by the eustoonry eeline in claim: on the private sector.
Clnimsu vn the vrivate sector declined slightly until May 1967, but
inercased Lhro:gh June and Jily due primarily to additional financing
of textile stocks. Clai: en to2 Goverrment vose by 10 per cent in the
first half of 1707, the <« "1+ In central benk claims on the Govermment
teing nainly offset by Jarper deponsits with the Treasury.

Ordirary budpgetary revenues which inereacnd by § per eent in 1666
arc ecxyacted o increase by 7 ver cent in 1Y to DI 2.1 billion,
Cespite a docreese in agricultural tax reccipt:, r - = trew direet
taxes rose by i) per cent in 1966, and & & incrcas: ' : estinated tfor
1667, due to striec er controls on income declayration: ::d an accelera-
tion of tax cnller "ons, Owing mainly to a relaxation of the import
prcgram in late 1°°.) and a concrmitant increase in tariffs on certain
ncnsumer goods, customs rereipt3 increased by 21 per cent in 1966,
Although buugetary estimates call for a decline cf 3 per cent in custcms
receipts in 1967, it is likely that actual receipts will be considerably
larger in view of the import liberalization measures introduced subse-
quent to the ectimates. Receipts from indirect taxes, state monopolies
and other scurces are expected to be 11 we: cent hipher 4n 1967, owing
te increased orofit on sugar sales, and o’ L0, rom the newly created
Office de Cecrmercialicsaticn -t a'™ ~srtatien (OCE).

Recurrent ordinary buugcl excenditures increased by 3.4 per cent
in 1966 corl are expected to increace by an additional 7 per cent in 1667,
reachins D 2.2 billion. 'ﬁlthough wage and salary scales in the public

E/ Banque Hationale pour le Developement Economique
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sector have romnt:~d unechunwd | oo 266D the g i 0 Caeeneed S
YO and 10G7 beeaure of en f oo o fn the merpe s off cmnlayees and
vroemotions, Public debl roe:" 2" - apd repsion -ayrents slso lnereased,
Other mmvegaditure s e e ciad to inereare by U owor cent in 1667,

Thr e Leas wlianey (ry ot ank) hedret, <hieh inr‘v“‘“ xnin]y

cut ey ' o a LV T e e T e Yy Tyt i rnct ot
DH e - Y Gl ot neluet exycnditures of DY "”)J millicen
P YCCO, Tt dneen e e Codrnr o ved adrinl Lol on of L
cepital budpet, redue av deteys vhi",wn the ract hove h"mﬂoxnl canital
exocenditures,  The cureer of font o S ctroordinary budret ex-

perditures ore bacienlly drpartie moov ety irsues, Postal Chec%irp system
depssits,  troariry devocttey Certez) Banl borresing and foreipn asciste
mnee,  The fereien ouintance 1004 has decrensed from a high of DH 527

million in 0064 L P50 millicn ir 1406, Forecacts for 1707 nlace
fereden v S tonee o 0 Tevel of DY WS nt?W"n. Dovestie firancinzg has
alao decrestod g b devel o DHO2YE willion to an estirated DH 142 million

in X007, e duea o foreipn ornd derestice financing is exvected to be
ofiiel by ’nerenred berroving fro the Contra) Bank which had been held
at medesct Jevels in 1965 and 1766, Under the TMF staidby agreement of
October 1967, the A0M apreed to take all necesoary mensures to maintein

a4 stable currency eocaoential to Lhe: bhalanpeed davelrprent of the econcmy
and a virble bolance f payvrents. Durivant to Shi- rreeare ary, aypaneion
of the Centrad Bank ansets (eredis) are not Lo esees 1t Junc 30 167
Teval by reie than DH 200 millicen unti) Dacenber Sty . ,
than PH 3 millien until Decenber 31, 16U, GG borrs oo 'r': Lu~
Certred Bank i erticated ot DH 137 willion Jor 1867, or bH 65 willion
cr less than the arproved credit expancion,

Tre cunbined ordivary nani extrrord!nary bulnet deficlt of DH The
millien fereecast for 147 is exoected to be Tinenced by net foreipgn
ar:iotanee of DY 7S milli:n, net cecurity iroves ~f DI AN r.Xion, a
"ot fpereane In Treeniury and Portal Checkins dennzite or TH 77 riliten,
coh fenlral Bael toreowter o DEOVID pdd Vo,

oYy

gt Pnve and, -

PINIE o dn B, re sty e Lo oa eveteiinepen ' sl o Ieree
fuiles of fereivy o rictal carital, The situal’:r wvar reverved in 1066
when larper “peest payments, ecrecially on foed items, ©nd n 2levwdown in
fareirn capitat =seeipte resulied in a deficit of $1 ill?en.  Prnjection:
for 167 ‘pdiente irerenred imports only partially ccnpennated bty eddi-
tinnal fareipn envital receipts and improvement in the services sceount
will recult in a v “feit of aprroximately $29 million. As rhown in the
Tollowing Lnb1~, vt otion: for 1963 and l 69 chow overell ceficits of

$h3 and 44 mi1ds actively,
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MOROCCO - SUMMARY BATANCK OF PAYMENTS, 1065 - 1069

e e Bl D Lk e ek el

(% Mi1dtens)

1e6n 66 lﬁfi’. 1068 1060

Fxparts, et Ll hod Los oL h5)
Teporta, f.o.b. P S 1% WY S S SRS U P
Trade Balance Ly - 15 - 75 - an - 75
Torvicen, rat A - 5) - 35 - 30 - 20
Falaiee of Geeds and Servicer - -65 =130 -0 - 65
Trannfer Peyments (not) 15 21 33 37 33
Ten-senntary Coritel (not) 0 6l £6 t6 5]
Errors and Qninn;onﬂ (nnt) - Ly 21 - 20 - 3 - 23

Jverall Balnnee 13 - . 0 - 8 -y

L2'vouch Lthere yrejected delicits are of the name order of narni-
tude as thee incurred in the pericd 1661-6h, the situaticn ic fundarzentally
different, beth in recpeet to the source of the deficits and in respect
to the meare {er meeting Lher, TIn the forner ecace, Morecco suffered
rem g very heavy cutflew of privete cnvitel cous)ed with o shary declinn
in foreign sevirnrant expenditures in Morocco. In the latter casa, the
prejected deficits 2r2 more a functicn of accelerated mrowth, rising
debt cervicine, #ni the absence of forrsecsble, additicnal foreign re-
fourees peeernary far drvelopment fincnecing. To weet the deficits during
tie pericd 1401 64, Mercero var oblined to draw down foreinn exchange
reserves of over $l¢™ milliecn, The same type of financing is no longer
rossible, sinne Morocco no longey vassecces such reserves, FEven if
rem§gninz reserves are draun devn to the maximum extent “eacible, and the
M2/ standby in used, Meroeeo il tilY require at ieant 815 million
additional  foreipn as-is*ance in 17G7 beyend vhat i- yrecently feresen-
able, with aver $20 miliinn neceranry in 106G, Officinl reserves are
cotimated et $72 millicn of ~hish ceme $323 millicn i- Yerally required for
currency cover.

€. Foreign Indebirdness of th: GOM

Morocco's external rtote ard purdie entererise debt amounted to
$430 midlicn in 1656, Debt rervicing payments for 1666 totaled about

]
—/ $57 miliion ngrreement approved in Qctober, 1¢67.

LILITED-OFFEETAE-USE_
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237 million or spprexiwately L. (A of Moroceo's total exvort carning of
428 millicn, Generally, rxtrrpnl debt servicling reouirements of lesa _
than 7% of total export enrninus is contidered to b o sutisfactory |
ratio. Dbt nervice mrojecti:in for the werlod 17073 on prerent ;
external debt, including that =ertion vrecently undirbur-ed, are thown

in tue fedle ine table, ]

S30S Poyront oen
Frternal "tete anc Publje bnternrice Debt
I CEER )

(% M1llionr)

Yoar et Out:tanding Debt Debt Service

166 k70,5 $36.7
1767 L5, 0 3.6
wH? 161.6 Ly k4
VoG Lo, 30,2
17 han, e 36.5
1 37,6 38.9
1T 363.3 38.3
107 325.6 37.1
187k 3135.0 35.2
lers 2071 34,1
1676 2066,k 32.L
1977 243,3 2.1
167" 22).6 3.7
1974 1074 25,6
1633 173.3 25.5

External debt charrmes .n wrersent debt ns rhoeim above do not increase

“ub: tantially over the ot M years, reaching a mavimum of 444 millior
in 166" and decree-ine oon iitently thereafter. At tne sare time, export
carningrs zrs exnzated te ‘nercare.  Arruing that Morocco does not in-
croate jts externel coht ot o3 rate rubctantially sbove vhat has been the
core, the edditicnal debt - ovice requirerents rerultling from the oropo:! 2l
lean o8 89 rillion, en by or mencescional terms, should not have a
sicpificant affect v»an Mo w30~ abil Ly to meet 1tr arprerate debt
rervicing resronribilitien on. the prospects of repayment of this loan

are concsidered reareoncble.

E:
LIMITL D) CEFECTAI=UGE !
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Thi - veodect 1Y ool moun nny alyepee ¢ Pact on the |10 croen~my
in L L R L L R A A TGO B AN LS RN L ., NAYTew )
B R R P L | ECATN R T FERN RIS eipeden i Yy e e, i
LR N TS AT T L N X I O R IVIR YH PN ST TURYS P
n f el b e b Tt et 0t e Y e o e Saner cptier the :
DLW 'enp < 000, Teen® ot Lo L finaneed under this “han 12
utilive wveesc U5y oo dirheme rurehn o4 Cronothe US Treacvry. Revnynent
o8 aY) Yo avpcescs T be Gn U Mlare thy aYeeinp songnreion of
exvers N ovned divham: to UD a1l ar |

In view of Porsero' hi torje2] devapdance eson Foarowe, mrin-
eival’y France, oo 2 source of vros =oirgal  crviee:, tihe finnneing of
US wraf~cotaonnl cepvic - vnder £he Yean 0 cons 17ored te be o onet pddsl -
tion ty and not ¢ abetitetion Par US eommereinl ecrporte by Mnranco,

b rl=o rencidered evtroraly deyptful 'n view of Yarorco's
orinnd e of Furcyrnn Tirm: Shat US wreforcionn’ - erviees vauld be
imed on thir wrojeet if it were Sinenced by don~v: other thon the US.

2. Invret of Pred doel eon Pre e Pn{ﬂr“rl'h

Thi  mrojeect 213 pav hsve an adverre ofPeel oy rrtuake antara
crices A wrogect firane’nc wiil be uned for troeurcsank of preeds and
tervicen Jrow oarivate aptoreri-es,

2, Exeers Prenorty

Previcien will be mada in the loan apreercont for ‘dentification
cf’ auy rosuirenepts whieh con b ret throurn utilizot on of exeer-s prorerty.
IT eravriate, AID inancirg urdier this lean it vbreaurntly be rade
avajleble “cr crocurerent of exeoss vreperty rather thon new itene.

k. Other Froe Wordd Scuress af Fineneing

cing the werind 67 LE ) Maroceo's rajer  ourcet € external
a sirtanee have boep the ad Staten and Fronce, fol'rind by Kuwrait,
IBRD, ¥t Gerrany, ITA ond IWC.

Sines VGES ) Feaneh aid hat been limited to teoehniea® n-ristance
cnticting of the rusnly of Frenna technleians, teachnrs, and cther
susvart Lo Meroeee's educstiznal cyrten,  Fronch ald te Mcreeeco in 1065
(amart frem Lechnieal acsiitanen) convicted of $25 widlion ler budget
ruryport, G576 1i1licn in exrort eredd te, $15 rillicn in canital rroject
anristanes tied to Frapch v reecreoept, and $16 £idlion tied to caynent ,
to former French colens {or wvrrernriated land and ecquivrment. i
3

West Germany han agrecd to nrovide come $27 m!llicon in cavital i

anfirtance and commedity loanrs o Morceco since 1662, Of this total,

$22.3 willien han actually been conpmitted under ‘oan nsrecrmentn LhiS {
includes a $17.3 nillion lcen acrernent for the Safi Cherical comclnx |
and a %5 milllon commodity loan both signed in 1965, All We=t German

- Pest Available Docume: N
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capital assistance . cxvectrd to be tied to German exports, Germany
has in addition provided relntvely sthitantial technical assistance,

The IBRT has rade feur ‘oans to Morocco since 1962 totaling
$6) million. Of thiz total, a #17.5 milllon loan in 1965 was for
develorment of the Oidl Slirane frripation verimeter, Other assistance ,
by internnticnel lending arcncies include an $)1 million credit by :
IPA in 1965 for zecendary educetion vrojects and an IFC lesn and ine {
vestrent of $1.% millien alro in 2005,

Ferent o asciotonce by feee o wor)d doners te develovwent of
Morcceo': safrentees Inelude the TY7.5 w3 Lan JRED lesn mentieoned
tbove, A §2),6 milijon Xuweit 'ean in 1066 for develouvment of the
Tecsaout Pam rnl ireicatisn nroject end a $7.5 million Kuwait lean

fer extennion of the Tedla Irrigation Perimeter.,

The Tollowing toble surrinrizes other free world assi=tance
(exeluding technical asajstance) to Morocco for the years 1(62-66.

($ Millions)
1662 1963 166k 1665 1966

Fronce®/ ¥, 57,0 640 70.0 -
Wert Germany 22.3
Kuwas it 53 OE/ 28.1
IERD 15.0 17.5 10.9 17.5
IDA 11.0
IFC 1.5 b

TOTAL 56,5 5.0 Jo.o 16603 G5B

27 Tneludes only leng term loans and exporter credits
=" Includes $25 million private capital

External ansictance to the Lower Moulouya Irrigation Perimeter
wince 1000 hus been cenfined to US cupport. Concdiering AID's previocus
involvement in and conmitnent to the Lower Moulouya, an AID lcan iz
‘rlt to be the moct aprropriete source of financing for thic project,

LI+ 1T GE
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SECTTON TTI - FTCIRCT IMPLENTIT/TION

A. .Perimeter Adrinistraticg

Authority for irnlerentet~n of tho develovwent pregran for the Lover
Moulcuya Perimeter and eps welY ag the centinuing manacement and nperation
<f the roarpleted coripater |0 the rernearibidlity of tie G°fiee Repienn) da
Mize on Vo teur foocjoa de o MonNensn TORNYAMY L CRMVAM wnt created in
Ozteber 166 <o rre of reven wutonemou~ regionsl offices which replaced
the Office de Mire en Valeur 4gricole (OMVA). Under the OMVA and its
rredecessor apenciern, suthority for adrinistration cf irrig:tion projects
was centralized in Rabat.

Under the new regicnal office orpganization, responsibility for admin-
istering ORMVAM ic vested in on Adminictrative Board of 10 members headed
by the Minister of Agriculiure and Agrarian Reform as chairman. All
other board members (other than tke Chairman and a representative of the
Interrinisterial Zeconomic Committoe) reprecent agencies or activities in
the region of the perirmeter whica comprires parts of two provinces. loeral
rezresentatives on the Board include the governors of the two provinces,
Oujca and Nador, the presidents of the two vrovincial assemblies and of
the two previncial chambers of agriculture as well as the rerimeter
Director.

The respensibilities of the Administrative Board include review of the
ocency's program, establichment of its organizational structure, develcp-
rort of its annual budget, and ectablishment of rates and conditicns of
rarrent for water and other cervices provided in the perinmeter,

The Director cf ORMVAM is charged with the responsibility for execution
~{ the palicies ectablished by the Administrative Beard end edministraticn
of 271 ORMVAM functions. This responcibility includes celection of cterf
and -oerating verccnnel, acting us official ORMVAM representative in all
nrcetictions with state and other public or private bodiec, and the
e vifrent of funds within limit-~ indicated by the Ministers : f Finance
el foricultural end Agrarien Re“orm.

ng{meter Orranizaticn

DRMVAM oremnizational structure consists of a directorate, five
maj r corvices or divisicns, and one separate burcau. Two services,
Jers'ee fdeinistretif et Comptable and Seryice du Matérial, are con-
cerned -ith administratlon and lcgistical support of ORMVAM overaticns,
while tno remainirg three services and the serarate bureau sre {nvolved
in t<rhnical matters associated with sgricultural developmen!., FEach
‘ervice has one or rore subordinate bureaus. Service Chiefs and the
kead of cach bureau report directly to the ORMVAM Director.




i
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2. Perimeter Staffines

ORMVAYM oreaanization -tricture callg for 557 vositions of which
486 or 87 were filled an o Mey 20, 1967, Havaver, 37 of the 71 poci-
tion vacancies reported wers in the high and miidle levels. Foreign
(chiefly European) technicians cccupy 19 of the 16 high level positions
that were £illed at thot tire, :

‘hile OPLVAM ruzt in the leng run lock to Merceco's rducational.
cysterm to wrevide the cerconnel to cabisfly current npd vrojeeted re-
quirements, the current high and middle level vacancics reguire versonnel
with ext:ncive wrior ezyerience. To fill this present nced 4t will be
necescary for CRMVAM to continue its progranm of recruiting foreign
technicians until ruch tire as graduates of Moroccan educational programs
acauire the necezsary exverience., The manegerent ascictance component
of this vroject dereribved in the Project analysis will to rome extent
alleviate OFMVAM's high level versonnel reguirements,

B. Innlementetion Schedule

Step Months Implementation Action
1 0 Sign Loan Agrecment
2 2 Co%1infy conditions precedent and

iritiate procedures for selection
of US firm for management contract

3 2 Negotiation of extension of
advisory Engineering Services
Contract (Hydrotechnic)

h h Negotiation of Management Contract

5 6n smpletion of Project

C. Wajvers
—_—

Section 7 7.2 «f AID Regulation 7 provides, in cubstance, that the
United Stater vill not finance dirnrct costs of construction work verformed
by third ccuri -y nationals unless the totnl cofts of the project with
vhich the cenrtructicn wore is assceieted do not exceed $230,7; or
after excluding nationals of the country in vhich the site of conctruction
is located and persons who nave resided therein uninterrupledly for more
than three years immediately prior to any determination under Regulation 7,
at least 39 of all versons who work under the contract at the site of con
“truction are United Statesn citizens; or the erployment of third country
nationals is necessary to avoid excerrive corts to the United States.

e
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Section 237.5 nutherizes the Regional Arnsistant Administrstor
to waive the nrovinions of Section 207.3 11 he deterrines In any case
that it is important te the notlionsl, intercet of the United Stetes to

finance the direct costs of construction work perforred by third cotvntry
nationals.

At previously irdiceved, in 1o crveclod that for the ~ort rart
the nrelect {01 be ~arried out under 2 larie nurber of spet; “cnntruct lon
contracts with Morccern contructors, as in the na<t, However, 14 i3
entirely pnssible that there may he come contracts with censtruction
firms partly owned by third country nationals and that ruch firms as
well as the nurely Moroccan-ovned firms may errloy third country nationals.
In such cases a difficult rrobicm would arise in meeting the terms of
Regulation 7 =ince as a practical matter Americans are not rensonably
available for employrent by such contractors and our previcus exverience
with the Nouasseur Cenverrcion project in Morocco has indicated that
American contractors would not be interested in bidding c¢n small con-
tracts in that country.

It. iz therefore recommended Lhat the Assictent Adminictrator
deterrmine, pursuant to Section 277.5 of Regulation 7, to waive the
aprlication of Rarulaticn 7 to thir vroject since the project will con-

tribute to the attainment of US foreirn policy cbjectives and the cbjertives
of the Foreign Acsistonce Program,
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ANNEX C

PROJECT DESCRITTION

The project cormponents to te underteken on the Moulouyn Irrigation
Project over the next five years consicts of he following:

1. Conciruction of the mein cenals and branch cansls o provide
the svurce of water to the sectors to be developcd in the Triff:
Bou Areg and Zehra areas, This construction will include the necessary
structures such as regulators, highway bridges, aqueducts, water intake
and digcharge structures, etec.

2. land Development, which includes engineering, land consoli-
davion and parcilling, devellng, land preparation fsubgsoiling, ripping,
destoning, ete.) and installation of water distribution canals (secondary,
tertiary and quartenery) end dreinage collector ditches, for the Triffa
main covering 2h,000 acres in crctors 8, 9, 10, 16, 20, 21, 23, 2k, 254,
258, 27 and 28; Zou Areg Central covering 16,250 acres in sectors D1
through 2B and Gl through G3b; Eou Areg Remainder covering 145,000 acres
in s2ctors D3 through D7 and G4 throuzh G6; Zebra Colleative covering
4,500 acres in cectors 3, b, S and 6 and Zebra kerainder covering 14,250
acres in sectors 1, 2, and 7/ through 10 and the remainder of sectors 3,
i and 5. The total lend to be developed is mbout 74,000 acres.

3+ Ceanalization of the Quzd Zeluan and Qued Sidi-Amar in the Bou
Arcg Plain consisting of straichtening, englarging and regularizing of
these streams to cerry the flood waters to the sea, Drainage interceptor
canals are %o be constructed parallel to the sea in the Bou Areg Plain,
In the Triffa Plain the Oued Kerada main drain will be deepened and
enlarged and secondary drains will te excavated to provide for drainage
of the Madagh area, This will include the construction of bridges and
culverts and other related work.

4. Major Common Vorks will consist of:

&, Clearing of the Moilouya riverted downstream of the Mechra
Klila Lam cauced by flood damace, and %he installation of a set of
stop logc for main%erance of spillway gabec,

b. Decign, supervicion and conctruction of repairs to the
left tank dead head tunnel.

¢, Conctruction and establishment of sqb-division Offices and
installations for farmer suppors such as C.M.V.'%= and farm ctables.
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5. Managerent, It has been proposed thet a US management firm be
euployed by the GOM to manage and operate the entire Bou Areg area. Such
manage~rnt vwould encompats all activities from the initiel concert to
final irrcip- t ngricultural preduction, Such activities would includs
respop abil )’ i osupervision of engfneering and constraction of primary
nd - cedary “wation omnals, complete development of land, training
Moo osn. In g - tnal ircigation practices, preparation of market

totls o) opd the ‘itanenuye training of a Moroccan cadre to take over
the evaentive man 5 of the Bou Areg area,

3 A%t this writing, the -n~e1t of twyxming over to a private U3 firm execu-
t: » responsibility t thr management of the establishment and initial
op 'ration of irrigatic. .. the Bou Areg aren has been only broadly

de “in~d by the GO, It intended trat proposals will be invited from
a r ~:zoneble nuaber of . "’'fied US rirms, that a selection will be made
am:n? them, and a more di iled and comprehenszive definition of the

rery ~es to be rerformed -+ | be establiched at thet time. It has been
=< iy’ ostimated that the tn of such a contract will be ebout $2
it n, In any event, the .:4s5 of this contract, other engineering
serviras to be provided unde <«<n extensinn of the Hydrotechnic contract
and cther US cozts will not « ced the proposed $5 million developzent

lcan f.r the project,

e e Ao et g e’ o

The cle sifications, duties an' «.pcnsibilities of the manegement personnal
w111 ha'4 to be clearly defined - 1! agreed to by the GCM Perimetar

5 Directo. and other GOM Agencies ' <luding errangements for the necapsary

E logistic : cupport,
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AID -
ArmEX D

CHECK LIST OF STATUTORY CRITERTA

; - (Development Loan Fund)

1 i. FAA £.102. Extent to which U3 commodities and services are furniched
' consistent with improving the US balance of payme:nts. See Sections II-C,
II-F, c

2, FAA 8.201(h). Manner in which loan wil® pgomote country's economic develop-
*°  mert, cmpnasizing help for long-range plans and programs designed to develop
; economic fesources and increase produ:tive capacities, Bee Section I-D,

3. FAA §.201()Y(1). Information and conclusion on avallability of financing
' from other frec-vorld sources, including private sources within the United
I .4 - States. Sece Section II-F. : : :

4, FAA 8.201.(h)(2). Information and conclusion on activity's economic and
' technical soundness, including the capacity of ihe recipient country to re-
pay the loan at a reasonal'le rate of interest. See Sections Ir-B, II-D
- and II-E.

‘5, FAA 8,201(b)(3). Information and conclusion on existence of reasonable
" promise activity will contributs to development of economic resources or
increase of productive capacities, See Sectiona II-B and II-D.

6. FAA §,201(b)(4). Information and conclusion on activity's relationship to
: other development activities, and its contribution to realizable long~
4 range objectives, Eee Sections I-D and I-E.

Itk i CPeIpY

The following abbreviaticns are un:d: )

: * FAA - Foroipn Assistance Act of 1961, as amerded by the Foreign Assiatarice

] Act of 1967. .

3 ‘App. - Foreign Assistance and Palated Agencies Appropriations Act, 1968,
L

AFR/CDF:10/66
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, “Te FAA 8,201(b)(5), Country's self-help reasures, including instituticn of

Foreign Assistanco Act invectment puarantiy programs, Investment Guaranty
{' Agreczent cigned with Morocco 3/31/61. Sece Sections I-D and II-E.

* 8. FAA §,201(1)(6), Information and conclusion on possible effects on U.S..

econouy, vitn sneclal referenze to areas of substantial labor surplus.
See Section II-F. ‘ .

9. FAA 8.201(b) (7). Information and conclusion on the degree to waich the
country lo rakirns progress toward respect for the rule of law, freedom of
expression and of the press, and rncognitionl7f the importance of individual
frecdonm, initiative, and private enterprise,.=

20. FAA 3.201(b)(8), Information and conclusion on the degroe to which the

. country is taking steps to improve its climate for private investment,
See Section I1I-E,

11, FAA 8.201(b)(9). Information and conclusion on whether or not the activity

to bc financed will contribute to the achiovement of self-sustaining growth,
See Sectiong I-D and II-B. :

‘12, FAA 6.201(b), Information and conclusion on reasonalbe prospocts of re-

payment., Gee Section II-E.

“13. FAA f.202(b). Info-.ration on applicability of the twenty country ceilﬁmgjgj

‘14, FiA A.201(d). Information and conclusion on legality (under laws of the

country nrd the U.5,) and reasonableness of lending and relendinr terms. loan will’
be on minimum terms permitted under FAA. These are deered reasonable, see Section Id
Evidence will be required from the GCM as to the legality of the loan agreenment,

15, FAA §.201(e). Informition and conclusion on availability of an application

together vwith sufficlent information and assurances to indicate reasonably
that funds will bo used in an cconomically and technically sound manner,
See Sections I-A, II-B and II-D. Application received Januury 15, 1968,

. 16, FAA 8,201(f). If a project, information ‘and conclusion whether it will

promote tne economic developrent of the requesting country, taking into
account the country's humin and material resource requiremw:nts and the ro-
lationchip between the ultimate objesiives of the project and the country's
overall economlc developmant, See Sections I-D and II-B. '

17. FAA 8,20i(7), If a project, inforration and conclusion whother it . .cifi=

‘cally provides for apyropriate participation by privatc enterprise. 8ce
Bections iI-C and IX-F. . .

A8, FAA 8,202(a). Total amount of money under loan which 1o going directly to

private enterprise, 1s goina to intermedinte credit institutions or othar
borrowers for use by private enterprise, is Leing used to finance imports
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from private sources, or is otherwise being used to finance procurements
froem privete sowcces. See Sections II-C and II-1 ‘ .

~

. FAA S.SO?L Information on the émphaaia placed co

(2) encouraping development of economic, political end socinl institue
tims; io apparent reletionship.

(b) selr-help in meeting the country's food ne~ds; Project will con=
tribute to production of food for lccal consunptio:n,

(c) improvin: aveilability in the country of educatad, trained
manpover; Project will contribute to the development of trained manpover
as one of the functions of the management contract (Sce Annex C, pora 5).

(d) preorems wimed ot malnutrition, disease. eradi:ation, slum clecrance,
vater purification, sewage disposal, health cducation, maternal and child care
(including family planning), and cther public health astistunce; See .
Section II.B. '

(¢) other develonment activities ineluding industrial development; free

labor unions,” cooperatives end voluntary agencies; transnortation-and cem-

munication systenms; capubilivies for economic planning and public aciuinis-

tration; urban develorment; and modernization of laws to fucilitate econcmic
development. GO intends encourage develomnent of cooperut. ves, particwlarly
in the Loft Bank areas. Project will also develop cepabiliiies for cconouwic
planning end public administrotion (Annex €, para 5). Other; not applicable.

‘AA 8.2C3.  Information on the exient to vhich the cruatry is

(a) citenpting to increase food production and food storaze and
distributiosn fucilities; This project is one evidence of Moracco's efTforts
in this dircction., Ece also Scction I-D and I-E.

' fb) creating a favorable climate for forcign and derestic vrivate )
enterprise and investrment; The GO has recently reduced profiis. taxes arnd
announced a ten year gucrantee egeinst tax inercases. See Section II-5-2,

(e) increasing the role of the people in the developmental yprocecs;
Ho spparent relationship to this project. .

(@) eliocating expenditures to develormment rather than to uniscessary
nilitary purposes or intervention in other free couniries' aftfairs; Sce
Scetions I-D and I1i-3. . -

(e) willins *  -ontribute funds to the project or progrem; The 20M
has elrcady devou-. considerable resources to the rroject. It has budzeted
. . N . ~ .
$13 million for the Moulouya for 1¢67. See Section IT-C.

{£) making economic, sociel and political reforms such as tox collec~
ticn improvements and changes in land tenure; a Royal Comnission has been
appointed to make recormendation on land tenure problems in the Lower Howlouyn,

(g) responrding to the economic, political und socinl concerns of it _
yreople end chowing & determinetion to take solf-help mcasures, See Sestions B i

X-D end II-E.
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21, raa fooa, Inforzation about multiluteral assistance being furnished
to tte country and whecher the loan will cncourase regionnl development . Iy

e, programs.  The IBPD has estublithed a Consultative Group for Morocco,

which reviews the GOM development program ard projress, See Section II-F-h for
Tinromalion on othd) donor assistance to Morocco.

Extﬁnt to which the loan will contritutoe to the objective of
aximum par’ iﬂlpatlon in the task of ccenonic developzent on tho
people of the developing countries, through the encouragement

ic private and local governmental Institutions, o appurent

of donoe

23, FAA_G./01{a). Information and conclusions vhether loan will encourage

eflorts of the country to: (a) incrrase tvae flow of international trade;

\ (b) foster private initiative and competition; (c) oncourage development

; and wso of coopuratives, credit unlonu, and savirgs and loun assoziations;
(d) discournge monopolistic practices; (e) improve tochnical efficiency of
industry, agriculture, and commarce; (f) sirengihian Cree labor unions.,
This project is cxpected to Increase technical efficiency of agriculturc.

: L]
Oh. FAaf.O(h). Tnlormnrion and conclusion on how the loan will encourage U,S,

[ 8

privets trade and investment abroad, and how it will encourage private U.S,
.participation in fereign assistance programs (including use of private
trade channols and the services of U.,S., private onterprise), See Section II-.

25, Cornclusion and supporting infermation on compliance with thoe
onzl policy that engincering and professional services of U,S,
firns end their affiliates are to Lo used in connection with capital projects
to the mixinum extent consistent with the national intercst, . US engineering
end management services will be financed under-this lean.
25, FAA VN2, Informition and cenclusions whether loan will pormit Americen
" 5mal) business to parvicipate equitebly in the furnishing of goods and
garvices financed Ly it, To be satisfied in Zoan Agreement. '
27, map a0 (a); A“p £.102, Conmpliance with rastriction of commodity vrocurs-
n.ut <o U.S. excerns as otherwise dctnrm*nca by the Presicent and subject to -
statutory reportl r~ recuircmonts.  Procurcment will - limited to the US ter

dollor QAUAWTSLHU“t' arnd to Morocco and other free, world countries for Us- cnng\
di rivus disbursencnts.

284 TAALEQA (), Compiicnce with bulx cozmodity procurvment restriction to

*  pricis no xlgbo‘ vhan the market prico p“‘"a-llnb in the U, o. at timo of
purchase, lot applicable.

.29, FAA §.00A(4). Compliance with requirerment that marins insuranco be purchasod

", on co.wo\ltl es if the participating couniry dlfcrizinntbu, snd that
insurance be placed in the U.S, To be satlsd ficd in Loan /igreement. .

30. I’A £.608(n). Information as to the utilization of excets personel properiy
in lieuw of procurcnent of new items. Will be rcquirc@ & appropriate under
terns of Loan Agreement,
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FAA §,612(a){(1), Information and conclusion on availebility of engincering,

“financial, and other plans neceosary to carry out ths assistance and of a

reasonably firm cstimate of the cost of the acsistance to the Unitod States,
See Section XI-D. : . ‘

FAA 6.611(a)(2). lecessary legislative action réquired within recipient
country and Lasis for reascnable anticipation sucir action will be ¢completed

in tino to pormit orderly accomplishment of purposes of loan, 8es
Section I-A, : » ) .

FAA A, 611(b); Aup. 8,10), If water or water-relatod land resource construc-
tion project or program, infcrmation and conclusion on & benefit-cost com=-
putation, See Section II-B. ‘ . ,

AN 8.611(c) . Compliancé with requirement that contracts for construction "
bo let on competitive basis to ma.:imum extent practicable. To be satisfied

4in Loan Agrecment,

FAM §,611(e). If a loan for a project of $1 million or mere, certificatirn
by the principal AID officer in the country as to the capability of the
country (both financirl and human resources) to effectively maintain and
utilize the project tuking into account other US-financed projects. (Such
certification is to bte approved by the Administrator av the. time the loan

is authorized.) 1In process of being obtained. -

FAA_§.61200); §536(h), Appropriate steps that have bzen taken to assure

“that, to the maximum extent possible, the country is contributing local

currencies to meet th2 cost of contractural and other services and foreign
curroncies owned by tha U,S. are utilized to meet the cost of contractual
and other services, The GOM 1s contributing over $30 million to completion

“of this project. Excess US-use dirhams will be used for eligible project costs
" other than U3 goods and services. .

FAA 8,619, Compliance with requirement that assistance to newly independent
countries be furnished through multilateral organizations or plans to maxi-

. mum extent appropriate, Not deemed appropriate in view of previous AID

financing and commitment to the project. See Sections I-A and I-D.

FAA_8§.620(a); Aop, §.207(a); Aup. §.107(b), Compliance with prohibitions
ageinst assistance to Cuba and any country (a) which furnishes assistance to
Cuba or failed to take appropriate steps by February 14, 1964, to prevent
ships or aircraft unier its registry from carryicg equipment, materials, or
supplies from or to Cuba; or (b) which sells, furnishes, or permiis any
ships under its registry from carrying items of primary strateglc signifi-
cance, or itcms of economic assistance, Morocco is not.known to be in
violation of these sections.

FAA §,620(b), If assistance to the government of a country, existence of

determination it is rot controlled by the international Communist movement,
The Secretary of State so determined on October 11, 19l. ,

FAA §,620(c), If assistance to tho gévornment of a country, exlistencs of
Indebtedness to a U,S. cltizon for goods or services furnished or ordered
wnere such citizen has exhausted available lepgal remocdies or where the debt
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18 not denied or gontested by such government or tho indebtedness arises
under an unconditional guararty of payment given by such' government,
No such indebtedness 1s known to exist. ' '

‘b1, FAA_8,620(d), 1Ir assistunce for any productive enterprise which will com-
poto with U.S. enterprise, existence of agreement by the recipient country
to prevent export to the U.S. of more than 20% of the enterprise's annual
production during the life of the loan. Not applicable. -

L2, FA4 §,620(e) (1), 1If assistance to the government of a country, extent to

" which it (including government agen:ies or cubdivisions) has, after January
1, 1962, taken steps wo repudiate or nullify contracts or taken any action
which has the effoct of nationalizing, oxpropriating, or otherwise seizing
ownership or control of ‘precperty of U.S., citizens or entities beneficially

owned by them without taking appropriatec steps to dischar%c its obligations,
No such steps cr acticns are-known to have been teken by the GoM, '

S L VS

. et aad? LI it vl

43, FAA 8,620(f); Anp. 8,109, Compliance with prohibitions aéainat assistancs to

¥ L4, ¥AA 5.620(p). Corwliance with prohibition against use of assistence to
- comp:nsate owners for cxpropriated or nationalized property. To be
1 ~satisficd in Loan Agrecment.

L5, FAA §.620(h). Compliance with regulations ard procedures adopted to in-
 sure against use of acsistance ir a manner viidch, contrary to the best in=-
terests of the U.S,, promotes or assists tho foreign aid projects or
activities of the Communist-bloc’ countries. To be satisfied in Loan
Agreement, '

S et .

46, FAA £.6%0(5): Fxistence of determiration hat the country is engaging in
or preparing for aggressive military efforts. No such .determination has
been wade,

Py

b7, FAA 8,620(i). Information on representation of the country at any inter-
national confererce when that representation includes the planning of activi-
ties involving insurrcction or subversion against the U.S. or countries
-recoivirg U,S, assistance., No such representation is known to have
occurrad,

L8, Fan 8,620(3). Existence of a determination that the country has permitted °
or failed to prevent destruction of US property by mob action or has
foiled to take steps %o prevent a recurrence and-to pay compensstion,
"No such destruction is known to have taken place. .

: k9, FAA ﬁ.GSOkaL If construction of productive enterprise where cggregate
- .- value or assistence to be furnished by US will exceced $lOQ million,

identification of statutory authority, WNot appliceble,
__LTMITED. DYERUEAIPUGE
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50 FAA 7,620(1) CGhnsideration which has been given to denying assistance
e to the government of a country which after December 31, l96é has failed to

‘4. dnstituie the investment guaranty program for the specific risks of incon~

vertibility and expropriation or confiscation, Batisfied. 8ee No. 7
above. _ ..

51 FAA 5.62(n); Apnafi107(h)5 Apn.B8.116,  Comp.iance with prohibitions agalnst

. . assistanc? to countries which traffic or permit_trafficking with North.. .

"7 yietnam, Morocco is not known to be in violation,

52. FUp §.620(¢),. If country haS'seized, or imposed any penalty or sanction

against, enr U.S, fishing vessel on acccunt of its fishing activitles in
internation.1l waters, information on the consideration which has been given
to excludirg the country from assistance, No such situation is known to
exist, :

53, FAA §,620(p); App.§.117, U,A.R. restriction. Not applicable,

sh. FAA 8,620{q), Existence of default undar any Foreign Assistance Act loan
to the country., No such default exists.

55. FAA E.G?O{sg. Considerztion of whether co atry 1s devobing unnecessary
percentege of budzet for military purposes or use of foreign exchange
for milita.y equi,ment.

56. -FAA §.620[t2. Pro'idbition on aid if country has severed diplomatic
relations with US unless egrcements have been negotiated after resump-
tion. Diplomatic rclations have not heen severed.

57. FAA §.620§u2. Statur of the country on delinquent UN obligations, Morocco
is not known to be delinquent on its UR:obligation.

58. FAA 3.636!1!. Prohibition on financing non-US manufactured motor vehicles.
Vill be satisfied in Loan Agreement and Implementation Letter,

59, App. £.102. Compliance with requirement that payments in excess of $25,000
for architectural and enyineering services on any one project be reported:
to Congress, Such reports will be made.

60. App. 8.104, Compllance with bar against funds to pay pensions, etec., for
military personnel. Such payments will not be eligible for Cinancing
under the Loan Agreement,

61. App. E.EQQL If country attepts to create distinctions because of their
race or religion among Americnns in granting personal or commercinl access
or other rights otherwise avallable to US citizens generally, application
which will be made in negotirtions of contrary principles as expressed by
Congress., Morocco 15 not kur' 'Lb Aave mnde any such attempts,
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Arp. £, Compliance with existing requirements for security clezrande
of personnel, Will be satisfied in Loan Agreement and Implementation
Letter.

<
App. f.132, Corpliance with requirement for approval of cortractors and
contract terms for capital projects, Will be satisfied in Loan Agreement.

App. .11k, Cemplience with bar apainst use of funds to ray assessments,

etc,, of US menber. Such payments will not be cligible for financing under
the Xoan Agreement,

Arp. E.llmL Cempliance with repulations on employment of US and local
personncl for funds obligated after April 30, 1964, (Regulation 7).
See Section III-C,

Apm. ﬁ.ll@L Vietnam iron and steel restrictions. Not applicable,

Arp, E.l;gz If o country other than Greece, Turkey, Iran, Isracl, Republic
of Chira, Phillipines or Korea, reduction in assistance by amounts cpent
for the purchase of sophisticated military equipment,

App. f.hol, Compliance with bar against use of funds for publicity or pro-
paganda purposes within US not herctofore authorized by Congress. Such
use of funds will not be eligible for financing under the Loan Agreement,

l/ Morocco is a traditional Islamic monarchy with a constitution. The con-
stitution was implemented, following a popular referendum, in 1952, Nationsi,

s regioral and professional elective bedies, including a parliament, were

\ Determination 67-14 (January 5, 1967).

established by universal suffrege under the constitution in 1963. Tha
parliament was suspended in 1664 in a "State of Exception" because of its
inability to agree on measures with adequate urgency to meet the prevailing
econonic imperatives. In July 1967 the King appointed & Prime Minister to
direct a Cabinet of appointed technicians,

The constitutional framework nevertheless remains intact in Morocco and

.nationwide popular elections for some of the "professional" chambers were

held in August and September, 1966, The press is relatively free in
Morocco and the "right of diisent" prevails provided that such dissent
does not violate the prohibition mspgainst political attacks on the insti-
tution of the monarchy or the person of the monarch.

E/ Under the revised US AID Policy for Africa, sgreed to in November, 1966,
Morocco 18 designated a "development emphasis" country, entitled to receive
continuing support on a country basis as part of a multilaterally coor-

dinated country program. Morocco was subsequently included in Presidential

LIMITED OFFICIAL USE:
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WASHINGSTON, D.C. 20323

CAPITAL ASSISTANCE LOAN AUTHORIZATION

Provided frcm: Develorment Loan Funds
Morocco: Second Lower Moulouya Irrigation Loan

Pursuant to the a2uthority vested in the Assistant
Administrator for Africa of the Agency fcr Internctional Development
s“A .I.D.") by the Foreign Assictance Act of 1961, as amended,

the "Act") and the delegations of authority issued thereunder, X

have recelved and tuken into consideration a certification from

the Director of USAID/Morocco as to the financial and human resources
capability of Morocco to effectively utilize the Lower Moulouya
Irrigation Project taking into account, among other things, the
maintenance and utilization of projects in Morocco previously financed
or assisted by the United States, and I hereby authorize the establish-
ment of a loan vursuant to Part I, Chapter 2, Title I, the Development
Loan Fund, to the Govermment of the Kingdom of Moronco ("Borrower')

ot not to exceed five million dollars ($5,000,000) to assist in
finencing the foreign exchange and local currency costs of goods and
services for the third phase of the Lower Moulouya Irrigation Prodect
subject to the following terms and conditlons:)

1. Interest Rate and Terms of Repayment. Borrower
shall repay the loan to A.IL.D. in forty (L0)
years, including a grace period not to exceed
ten (10) years. Borrower shall pay interest on
the unrepaid principal and any interest accrued
thercon at the rate of (a) two percent (2%) per
annum during the grace period and (b) two end
one-half percent (2-1/2%) per annum thereafter.

2. Currency ot Repayment. Repayment of the loan
and payment of interest shall be made in United

States dollars.
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3. Other Terms and Conditions. _
(a) Goods and Services financed under the loan
shall have their source and origin in: ]

(1) the United States if disbursements
therc¢for are made in United States
dollars, or

(11) any country in the free world, including
"Morocco, if disbursements therefor are
made in Moroccan currency.

(b) A.I.D. Regulation 7 shall not apply to construction
‘work financed under the loan because, as detalled
in Secticn III.C of Capital Assistance Paper No. P 667,
it is Important to the national interest of the United
‘States that the direct costs of construction work
performcd by third-country nationals be financed out.
of funds made avallable by the Act.

' () Such other terms and conditions as A.I.D. may deem

advisaole,
Assistant Administrator for Africa
Date
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