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DEPAMRlNT OF STATE 
AGENCY FOR Ii ;}fIATI ,N&LDEVF1OF4ENT 

Washin.-wn, D.C. '05?3 

AID-DLC/P-667(
 
January 26, 1968
 

MEMORANLIM FOR THE DEVELOPMENT LOAN C0MM4TTEE 

SUBJECT: MOROCCO - Lower Moulouya Irrigation II 

Attached for your review are the recommendations for

authorization of a loan in the amount not to exceed $5,000,000
 
to the Government (f the Kingdom of' Morocco 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 Coimmttee at a meeting on Thursday,
February 1, 1968 at 3:00 p.m. 

Rachel C. Rogers
 
Assistant Secretary
 
Development Loan Committee
 

Attacimnentns: 
Summary and Recommendations 
Pro,*c2ct Analysis 
ANNEXME A-E 

7/
 



__ _ _ __ _ _ __ _ _ 

UMOROCCO - .rv'J;T :J,'. TT:RIGATiTOl II 

TABLE OF CONTENTS 

SECTION I - BACEC!NOUND 

A. Hj.t.'r : , !Tvr.-:,nt (,f the Pre4nct 
B. Borrcwr . .. . . . . . 3

crt-TmC. EYI ..... .............. 3

D. o'ntcn:hLc, -rent Pl.an. . . .?',:jet to GCM DeveO 

E. Rctnthn:h:. off Prrj-evt to U.", 

SECTIO.N II PROJECT ..tNALIJS 

A. Tht, Projecrt ................... 


D.u mncry
irtio...... 
B. E".n,: c Anay,-'....................... 

C. "; r.1 i. P1,M ............. 

D. Technica2_ Ann.r . . y . . . . 
E. Pinne'ji2i tr tu' 'fB'cr-'r".r 

Th." t.".".'" .
. ",f.: ..o Iri'.':.:. ',r,l wi..!n .I. t 
-(.' 

rin:.......... .. 

3. C.itrai U v*'' r,t F n'iac 
4. Balpqe .:.',... 
5. Foreign IG,,'ti . '2 

F. Other Con'il i,',ti(.n.... . . .. 
1. In.iract -f '..'. cn 
2. Impact -.fc Projerct en P 'vbt 
3. Excers Pror'r ty ...... 

A fritnce Strategy . . a 

.5..... . 

.................... 
. . 

. ............... 3 
. . . . . . . . . . . . .6 
...... ......... .22 

. . ........ .. .2
 . . . . . . . . . . . . . 24
 .............. 2
 
. ....
 

. 2,4 
. . . . . . .. 

. ................ ."7 
. . . . ;7 

'nterpr .'. ..... .7 
................. ... 27 

4. Other Fm'l Uorn.!,. Srnurc:- of F.nng . . . . . . 27 
SECTION III - PROJECT IMPL. METATIOCN 

A. Perim.cter A,]rdnn 'trrt i,.n ..... ............... .29
 
B. In.plem.!ntaticn "chedule .....................
 
C. Waivers . . . . . . . . . . . . . . . . . . . . . . . . 

ANNEX A - MAP OF LOF..TR ,O.IrJTf) JYP PERTMEr.TFR 
A :lEX B - SECTOR 27 (G!AP: OF' Il..":RAL FVTE OF R7MJ ii. 
ANW X1C T.:CIH:TCAL D.l:SCRTTrOr OF PROJECt 
ANNEX D STAPTORY C!(TK:KT,T 
ANN E - LOAN 1UT.:O A'rToN 

,, 2, 31*_ * 
_ _ _ _ 



UL
 
IJMJITLI OFF'ICIP.L IJ3E
 

ST ~IMAPY MMRDFCC,.'OEN MIONS
 

I O*;;MC! 1LO'YA 'F!RICATTOR II 

1.APP.TC!A'?T- Tht- Gs-vrnmfnt of the Kingdom of Mororco 
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0. STATU F'T CPITI"RTA: Se, Pnn" D 

10. JU FREOL','ED I!SET-'S: 11nne 

cf a loan to the Government of the
11. RECOC',hDt'VTT.(: Authorization 

,i-- an to t.,xceed $5,0,;0,00;) with 
th,: ', 'l t :".:: 
"- -- -"occo in r,:.,unt, niot 

yea.ir;,
Maturity: . including a 10-year -rnee period
 

annum during the grace period 2-i%
lntere.t: ,Krrr 

thereafter
 

RepayT.r.t: Princiral.and interent in US dollars
 

i' rce: US for dollar disbursements and Morocco
Procur 

ind other free world countries for dis

burncment of US-owned Dirhams
 

CAPITAL ASSISTANCE C:.C'3TTrEE: 

Capital Development Offl-er: AFR/CDF. Scan P. Walsh
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Ti - lc,;r -n, t' '. .' M'.ujoiiya as a plarined irrIgated pttr
rre* t.'r t-vrnriIn 'I)c 1!- ou jO; q joint, Franco-S),roii Tirogram. 'The 
Mc-~i l Fi, fer r I t 'i- fr >rt i r im Lwe_-n the form~r Froncri zon'. 

i'-2' : tlnkr anir,' cnrmer .~-'ihzone on lh'.eft t 1rink Con
~c' f t 1J'ni d iv-:" hn dwnm, iwhieh was -tr~rtE-d in 1952 

ind 17'F, r . 2f 10;rt. rdl I on cu. ,iv, 7r-, of u1srcul 
~'*rigep 'F'n , 1 ivltini,~'!r'.< 00C 1-m rf' tiunrie and 'oanf,Th 

tPti~rfl tl r1ili mank, onan,'Arg irri.gation in the Triffa plal n. 
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1-m~l 1Yy ,,utn!o .... " , 'J :".w, nh,ulphnte a.pp,red, m.akingr ',. tar ,,,J-e of .:i ,.,,t All of thr'; factors combinod 

'he,. ftrthe -i crip inoi h- , irted $3.2 
. ; .. I'. , r) it ir! te from to ,... .t. . Ttir,n- (,ent ... , .,n of which 

t-.' ' .,~,r) ,rIf-r t,'n , . , 1. &-inrIt)h. or, F'rom to ',- in r,.-,t 
' r. ,m th', 1/ft E ink hasc" .k Id' rc'habilitattonc .ouab1e of delivering '4ater to 

before t will bethe left ban!- areas. Work theb1litation on rehaof the tunnrel is exnected to begin in May/June i38. 
In June .IX)5 the Grt4 r.ubrni.t,A to AVP a ecm.prehensive .study andfor the completion of plir;the pro ie-r together withthis purpose. AID rjvio-w ,if the.-

a request 'cr- a 'oan fordcrcumentsthXe proIecrt rained 
and of its experlonce with 

th,.-e plir. 
a n2,rhr-r of q':'- tionn concerning the adequacyarising V'rom ofthe limit,,cl iValability of skilled ?#roroccan.ers.onri.] .cce tuated by the2 d ermrturetinuing unr,';oved of fore 'vn technic ins) 

Ing 1rcchirec 
.arid tenure problems, lnndequwp:e GOM rroJect fi.nanc..

con
and inadequate projcct mranngement. Moreoverto I- nn cver-awnbitinus what atr'eardccuntry -,:id(, Moroccan proram for dovelopmeitof* its surf'ace water irriwatinn ".tential ar,neared as we.l to havelr:,o} re-;ponslble fr,. b-entb! 

.'.-
sI- ,.v,,, of avalla, '>rrnpower for the, ,':','utlionj of 

Si,.- .- t:.. t 
t h-e Lower tinulouya project Itself. AID thenfinancing of 

.'. 
f - of studies; by the Unlt,-d States
A.griul-' t'Eir. 
 nford RI-3rrch Institute with the 

,:: OA) iniri, both ,. ,informt.ion con-erni.rgr(,-lrrt,. n Or the molouya -r ., one hand ani 
manpovrr

prorif,ies assnonrront of thefor in-'..'.-., ns betweenfar-i,,. ,.!.)-co the dry Jlnd and irrlr.atedon cth,,-., .e resultsirdi-'t.,i ,"-q'rly of the initial SRI stulie.that t least 
ra 

in ren-ral terms, Investment in Morocnn1'e t, 'ri-,'."ure would' te morerar li productive.lrid,- It Thn GC14 has''r i r.,,rnm sinrfor ".'e irntr.y,ctlon of f'rti iz.-r the, re Z tr , in rain f,-1it.g far.irp, are -%-rW t Moro 
t'-

uo. A fin ql SRI .udy was•bypriorities fr inv..t.ron
f '.u. in the; ,. , Thin nttdv -- :; ,. r,-let'd in Novomb.rhas 'C- of 1#'7. Inn-rzjrehersIve measuresI?s nhort,age to allevia-.eof ,btij2,p- T-a,.'ow,,r in ift.7 agriculturalnp.,s t.o re,;, voj, fhe progra-ns, has taken]o:r'i _'- probl-ms In the Mollouya andor.nniz,ed t.. ,;t r,,'tt. has recf if -, i nage,.ot of irrig't ion project,;provid..- f:cr to*he, (i-,.rt, -0 i7. + , nf( r: a)thri.y ani r':e;ponsibility for thpof Jm'~tera inMorocco. 
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1967 to !irrcveTporformnnce in ,grculturc. In the early psrt of the 
year, the GCQ4 recorgnn7,ed it: a ini:,trative system to rro\'zn for 
greater loca. responzipuI.ty nnd crntrnl over agricultural progrr.s,which inclulcd in partcmLar the minagement of the M4oulouya Perii-ttcr 
and instituted a ,ajor rrive to recriit, principally in Europe, foreign

t.xn.-. tc %-.:rk or'r rri y a: r.-nritc.-3 In GCM prrqrnms. In July one of 

of A"-, cuA tu.'e. The .att .. r ir: "c.vr atic:,; with USAID/Pabat has affirmed 
his active interert in the Moulouya arid in the US role in its financing,. 

E. Fe)ationhipn of Project to US Ansi.mtince StrateT 

Im~rvNrm'-crt in Morocco's economic performance is itself a major US
 
objecti e in Morocco, as well ar an "Iportant contributing influence to

US political objectives in Morocco. It is believed that evidence of
 
econc-r.ic improvwr ent will strer.then the GOM's capacity to maintain its 
moderat.int! role in Arab and international councils and its friendly 
relatiorns with the US. 

AID strategy is to assist Moroccan econcmic development within the
 
framework of the Consultative Grcur (CG) crganized by the IBRD. The CG
 
has endorzed the GOM priority on agricultural development. One of the
 
prime objectives of the AID prcgram in Mcrocco is to increase agricul
tur,.1 rrcdurticn, which i in accrd with US policy to reduce on a world
wide bazis f-ependence on US food esnistance over the next five years. 

AID ian-.stqnce to the aericultur l sector Is directed at increasing

Prc+ -?tion ": dry-2and farming, as wel as irrigated farming in the Lowey

Mou]c,::ya Rlv-r Bs:rin, where the US has provided $23 million of loan 
assi.tance einc -lr60;nn well as $3 millicn equivalent in %ocal currency

loans. The r:nture of AID assi:'tance to Moroccan agriculture has evolved
 
from major : e..rade TVA, and SRI during the last two years
rtd by U2DA, 
to d-tcrwir-, tl,., new investrent with highest return, as well as to plan 
Fpecific agricuU.ural develci-nent programs. In dry-land farming, AID 
has provided te !hr.cal ansiftance an- feed grain donations to improve
animal brce,}.n! and feedin , ard technical assistance and local currency
loans to ipcren:,ie cereals rr-yiution. There projects art! continuing and 
(.xr,andling, .rticu.arly in cereals production where additional TA in seedproduction an,] ,xt-nsion techniques is being provided. AID also expects 
in thir fischl yeatr tc pro'vidr- fnreign exchange through a Development
Lean for the A.;,riculture 2'ector to financ,' necessary on-farm equipmentand commodity imoorts, particularly those arising from US technical
 
assistance )rograms. 

As a result of previous [IS assistence in the Lower Moulouya, this
project ha. b-:-cede "Ientifipd In Moroccan eye, as one of major US in
vo.verrt. Th, G.' . has for sor.e time been -,.eking additional US loan 
assistancpe t-Vomm .lete 't, -ind our continued ru::port of the project has 
ansumeri polit-al as vell as eccnomic important,. in UJS-Moroccan relations. 

*1i
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'ioriginally begun under the Spnnihh rgime. Work was resumed by the 
GOM under a contract concluded in late 1959. Major difficlilties with 
the tunnel structure have been known for some time. 
 On comTletion of
 
a series of studies of the problems involved, the GOM !nvited bids in
November 
(767 on a pronrosed contract for the correction of structural
-
defects i,,-he tun.v . It Jn bnticii.ated that this contract will be 
finarced _y the GO!. fr, !; wn re.curees. 

The Bou Arcg area, which lie.: to the Northwest of the Zebra and
along the Mediterranean Coast, will ].ikewise be affected by the delay
 
in passage of water through the Left Bank Dead Head Tunnel. The Bou
Arr!- - - ontplnn s~re 31,000 acres of irrlgablf lrnd. While the 
e:<tent n l'.r n:.ni ...- "ytr running from the northwest portion of 
t'. -h 11... '. " h1.s argely been completed,
neither .,::: , .! , , i...: , of the other irri
gation works required h~iv- , . - "ver, :n. --rt of the
 
d.-zign s:tudies for thin area ha:- u... , t L..,
 

The bulk of the DLF I-an of $23 million, of ':hiehi,,,.t'y 
ove'r $20 million had been disbur:"d as of the end (:f w.vmrber-,. 107. 
was (or is being) utilized for cn~tructinn of the !.cehrn;K.:'.a
storage

dam and of the Bou Areg Tunnel and the Bcu Areg High Line Canal.
 
Sraller amounts were utilized for advisory engineering services provided

by a US firm, design services, and construction of some of the main
 
canal, drainage rnd distr;1rmtion woks. The balance of the loan is 
expected to be disbursed before the end of this year for reimrburse
.ent of the costs of contrEcts already completed or presently under
 
way.
 

The GOM has in addition exp-nded an estimated $13 million since
 
the beginning of 1960, about $3 million of which represents the cost of
 
hydroelectric installatiuns at the Mochra-Klila Dam and on the Bou Areg

High Line Canv%1. About {? million vas expondet, on re',:
construction and
 
the bn2nc .T.prerents entimated costs of operation and maintenace of completed

works. The DLF Joan of 1960 war, intended to assist in financing a ;.-r,
 
second phase of project works in the Mculouya Perimeter. As indicated
 
nbive, the works "ndrtak,n in #.his phase (apErt from the repair of
 
thn Left Bank Depd Head Tunn,E a .jrr.'ng to a close. 

In view of the 'Izeable rp,:uirces devct0-I tc, thp Mculouya over 
a rither long reriod of yt.,,rs--by the Spaninh, French ar-I M,.roccan
Governm.ents prior to l",6O and th.! qC-M and AID frox 31960 to l2,--to 
achieve the installation of the bulk of the major installations 
required for water ntorare and rranzmi!;-ion, it Ia,: been conzidered 
that at this next stage of dr.velcp eat of the :erimeter the principal
focus of attention should be on t1ose works which will offer the
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greatest and most rapid returns on ndd1.tio.!., resources required for
their comyletion. In the Interest of rbtai.nir::, an as;rrrent ofr{ .... It . fr the crnletion of the reirainder of the Troject, AID
r,i ained ' 
 rvienof the Stanford Re,;var(h Institute to rrenarea tu,y ;.i' th,. ,:orr.n nrd returns for the vnriou r.crtions of the
,,roject for 'h h i rr:.., h: beern pJanncd but not cnrrpleted. 

the he '.hat the completion of 

the reynainintz ,ork.-requivd(which P-nti fird I'..p following Sectorsray 'up on tn' ;, i.I: the.jw,would appear to offer 
the optimum coabination of hirhi, ,.. :nremental investmentard early comption: 

No. of Apror, To, P- riuirred 

Triffa Main 317. 
Triffa Sector 27 
 . 
Triffa Sector 28
 
Zebra Collective 
 '1,500 
Zebra Remainder 14,250 
Bou Are,. Central 1.6,250
 
Bou Areg Remainder "
 

TCtAI,) 

- Includes cre 8,000 aeri.: ::o . ... , ' 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
gation of around 15,00) acres per year. 
This is around two or three
-times the GO': hi torical rate of dvelopment of irrigation in the
Moulouya over 
. "ast seven years. While the GOM has recently reorganized its. e cnt structure to permit greater local autonomy inf1 'e ranagemo- . "rrigation perimeters and has recently accorded avery high -,-; -r'; to acceleration of developnent of the V. 1 .ouya inparticu ' 't:, *.. -vident that, given the manpower constrai ts involved
in the Mr:. .;n operation, the- above target way well be it- ':'ible of 
achievenrnt. 

The GOM hM, itself recognized the elements of thl: .-- I, i. lindhas in dizcuss ins with USATD/Rabat requested considersti-' -f' h,.financing by AID of the dollar costs of a management crht .. ' with oUS -irri to take o,.'!r c(vnpletely the management :unctions fror. thi:; 

........
........ 
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b, Th.;',::. :- ,., ur'Jrta.en rn the jleft Bank under the proposed thir. i.?-.e of the ,roj:c-t are i. follows: 

-, Left Pnnk Dv.:d H,-d Tunn,] 

5 r,,.':-y r!',.d, t,. final 'tng'. of ire aration for the
r..-rT ir cvf ni: , '.. 'r: ... r imy. , ':-; rz-.-rt ha" recently beenr-t) l ...i .w t e: rr . .' :- tht -.; "'I' afid if, exT.oected 
to :ubrit hit. writt(-n r,-:,rt jr.. DC" Ai;i preliminary impressions 
ba.led on a 9Ite !nErerti(:n, indi-ate thit a -rt1!fartorj repair con be
made in c,)n!:Idprnbly le.-:: t n-ne for lf:,an ',-.than previously con
templnted. 

The early ccmr!t.-tnn nf thi: work in lmnortanit nine. IL c t Ft 
th" avai!,-bility of pr.~'.!ct wr,te for the entire Left B!rnk. 

Z~bra Collectlv-


Thin 1 on ara ofrXPr-ctively o.'n'd tribal land that will be 
divjded and allotted tr J.-.ted tribal ,.-b'-hrc who will become soleowncr3, A Pirpe rart , ti:. Tn.i'ran -aratirn and develo,pent hasalready bern co-:plet] .2;.,pani levelirg r,-mains to be done as well 
ae conztruct c~n of ''' b-'t*.cn dnd drina.- works.
 

7eDo .i F--vino-


The northrrn ::ecti .n ,:' tht rmr.ainder of th,. Zebra will require
the ext,.'nz:i-n cf thct Train , 4]'h will be ccrrleted with financing
ccmmr.itted under Phase II of fth tr-Ject. 
Land preparation and leveling

will be required anlnp, with .h, ,,n.;truct n of 'distribution and drainage
•ir, r] . 

T ecti.nr :,f th- r'rainler of ' , bra will require
t-,, r,,d i...' i . ,w, ,'. -J.. n. " ' rrd h !c and engi
rn.*,.r nw d;, . . .. :t i .,, :.f ' -"tritst 't ! n and dla:,r.n , -:,rk 

Piu A rp,, 

f'o.€ ,.rginprng .. 'im .: hhve b'- 7cr.)Pletcd fc.r the irrigation
the Bou Are,,-. F.,r the o-t "'rt, h.'u-.. I cf the 

of 
rcquired con'struction 

of main carrl. Rn'r.a,ljor dr- !n,,Re worx , "' z develoF.erit, and cronstruction 
of zb.ldiary li: tribution !-r, ,ir',nge ",y:.--.r r.rrairns to I,! undertaken. 

Th., P,'- Arrg Tunnel w,:r ' or.ml t,,d in 2'6.7 and construpt;c.n 's
under way on I.h-.Y.in Canal rr,,,ired tL "':,nvcy water ' , the suth,:rn

f' e of , : Areg :ervie "ra.
 

.I h' z-';uir-i intluding the -r:tablish
n....:"; ','"-F' .... "r rnity "rvice andIn,: fit,, Th" r,"lulrem-rntr for 

o1 th" I.- P 'Crk .;t: :, :" the- R;;hL, et) I n air a:ly Ii-.' :ted 

ADoci, Ava.I.ILD 
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]~)TJE ,'o' - '/.VTry V'':TkATTOh PRO.r 
E::'. Ii. CLI.O " Itri'i:)

C.,iv .tri)(,,, .l 'n 

i1:C"e I - l " :ir -:r. IT P:,. ..... ,
.~f ir - In.

F~~nt"ur.~ nrl i tu ."Cct. (:;wi:'cF.enture _to 1/.1(' E.':ttinate J/I/6 ) to 0/j/6,7 im-rtp,.atv 7-:t, 
1 

t 

Wt . r 2'torvge 1.. 9.5 1).6and Pegulation 

Right ank 13.7 3.1 1.0 7.9
 

L-!ft Bank 
 2.5 8.7 n.6 14.3 23.9 

Far- D.".'e ]cr.l. 0. ,).5 1 b I2.6 

S I M 'O ALA1 . . 34.8 35.6 

Adi ticria? C. - 2"
 

I.!anq','"nL P,A~t~sr (I/ 

I~~~0 * 5 

En.'.c n arid t/5. 

.( nt. 5-7 

*'r')" . , :., ,. ,., ,,I- :, , 

'itint .:,r:Z r,n the orJgiia I contrac t'Nr' 

-/ l'r'.l it, . " t '.rt . *, I.i. " P Isyht Banks."'/AMviicry *zi,,:; ::.c',1e.,: iz,'Ii. 1 I' In the costs of the various project 

1 dv,,1. .ment co.:t. 
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At; indicat"nd In the- t'dl iv 11, - r''nt it~:ocot;of the rx'ojroct are ., t hi~-hor tnan the ic60) 1orccasts. Th ,y tarc Ah-wever, 1,hchr by cnr 'murt,.,h~cul~ averllsv(. a !:igiificqnt.j
sCfect .t~cn the bt-ric.. lf,/er-7t I-,t,.io n-, 'rigill lly rc~r~t 

V I ") u O21he 1)+ ;-:J iv, )ir(!t!:; In ' h jiv:. :,kinvnft bed' tado in Lh,: Tnw':r 'Liynnui vni:, cif hr"'rlt:: rnr 7cst.- wrr unier
ta*en i'c r 'ii -'tQ *j. ta the Aurpo:3vt o 02thl : ; rirarnkinr: of ;r-. Ln t -,Ir; ca' th , cenm I rr1 urn 1e.,1;1 frrn n ow 

"j, r t- t. ol I n i*ii i , I~.- , ih 1n t. ~r n 1 1t f V,,t 1r r, Jf 
U *. -c~Pi :t: o c''*e 

iflI'el~" P-- .. t c conts 

P'-I'tAropa TPR 

"P:.'n r., 21 

Secto'r 

',~hi! Trif'i - tnz r ; -n~ irlrpmi rritt of' r tur-:*:'~~~r'//b th :ri B u Ar- I* , t r i !'1'Y h:-:; no,f.'~ Fa:-
'u.."A flnricir-z .I.- T-1-rv , i>.n t :. ih-b' .r 

CL ir. 'ra r; I th- ityterj'Thd t ) rah)r"#:t nry to rIt
:'ih':i, cofltrictjcn, l~n- r'v,*.lfAi. i-!)t. arvi r'' r..f f>r'r;n h 

n.. n .mt rJ z;-n fl. -,%V7~1' * ' :'thin at-:1 h: rrroxv yt'v7 v -,I:*' ' 't.

f--y!I *' rt"n ha:; not* *e '. ,*.. T* . 

Ct , ;, "."0 
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elevated area requirin, iat-r to be puiiped to the irrigated land with 
both high,,r capital costs (about "1. million) and higher oreration and 
maintenance costs (150 Dirham': per h.cttare via-a-vir 100 Di'hams per
hevtare for the grnvity irrifrted are.s), The on'y work presenl-ly cotiipleted in the Tri'ff Hih Ser-ic, Area is the preliminary engineering 
stirUes. Cimi,-ir to th, Tr "Pa r.., thu TrIffa ]Igh Service areawill reiir , an ex' ,I uv.nt , ricd b,:fore' agricultural production c.n be initlat-2i. 

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

Project Area 1FY (M Priority
 

Triffa Main 21 I 
Sector 27 8 
 I
 
Sector 28 9 
 I 
Bou Areg Central 6 II
 
Bou Areg Rer.ainders 6 II 
Zebra Collective 
 5 II
 
Zebra Remtd nders 
 5 II
 
Triffa Ent 
 6 III
 
Triffa High 'ervice 5 III
 

SRI 11.ed a ccst contingency f7actor of 25% and a cumulative cost
escLlatior. factor of 3,.I per annum. 
These factors appear excessively

high in th( light of (1) project experience to date and (2) the fact
 
that from his roint the technical rirks involved arre 
of a much lower
 
orl- r ,f '. * 1:..'h':: thnse inhtrent in the m.ajor works Just com
.1. I. "" intion nrd contingency factor of 15% has there-


S.. ,chtiMnte'-. Itlizcd in this rarer. The
 
,ii:. n-'t.tr costs; the
, . , to *).. ject (in n]ace of factors

*..i by "' ')I nrt :11 thIrhe nf th", nJter ,atve . I[cw,,ver,
""""* ...... ,.r.rtnrecr-y factor 'euld Increase the IPE.
 
"'"..] : : '.hi ra].y th- IIRF fcr the TrI'fa Sector 
 27 ansnunirg a 

oct,,. crortlr7crncy. A: can be seen, as the con'Angency
' *., 'I thf, cc,:'. curve rr.v,'. to the right and inter' ects the 

. " ', ,'ur ! h . h " 4,r,,- " r,'nr. . rate of return). 

C. Finreirifg inr 

Cot o' the pr,:Ject 'wor.:, fm¢ntgenent nnd engin:-erinm, advisory
!:;rvices for the prou.,ed t ,rd :,tsge of the Mm:louya Project are 

ctirt. a Crollows: 

nF!3r AVAILArBILE COPY 
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.7 17 

(In Millions Of Dollars) 

Righi Pank: 

Tr',ffa Main 3.4 
£St (r 27 0.8 
S ct.or !6 0.Q 

5.1
 
Left ank: 

7,:bra Collective 1.2":bra Remainde r- 5.4 
Tou Areg Central 7.4 
Lou Areg Remaluders 6.8 
heft Bank Dcad Head Tunnel 3.0 

23.8 
Services: 

Management 2.0 
Advisory Engineerin, 0.5
 

2.5
 
SUB TOTAL 37
 

Escalation & Contingencies @ 15% 4.7 

TOTAL 36.1 

It is proposed that the AID Development Loan for this stage of the 
Moulouya ProJ,:et be limited to $5 million, an amount which would be 
sufficient te 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 manrement and engineering advisory services to be provided 
by US firms, erstimated at $2.5 million. The balance would be available 
to meet any ,ther US cofts that might arise for constructicn c'uipment 
and n:ateria]. 

The balnnmc of funds required would be provided by the GOM from its 
own budgetar'y resources, including, as appropriate, agreed allocations 
of the counf.ryj-u:ie dirham proceeds of US surplus agricultural programs in 
Morocco.
 

To a l,.-ge extent, construction works In the Mou]ouya (other than 
the Bou Ar,- Tunnel and Mechra Klila Dam) have taken place under a large
number of roll contracts with Moroccan firms. It is anticipated that
 
this will "ontinue to be the pratice in the forthcoming development
 
stage. Th i.,it is evident that the great bulk of project cests in this
 
next stage will be local costs. 

.... 

!/
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In the event that not all of av l able fuInd- under the loan are 
required for TKI eo , It i" ,.:oui'ed t.hat any remaininrn balance be 
utilized for the payment lo -ovalcczt.n .,,f the project. This would 
be aceoomplirhe' by utili7i.rn , th- 'h, r vroceeds of the loan to 
purehare US-use dirhsmn (frcr. th U" Oi"'-irrirg Officer) which would 
be utili ed to rrimbur:.e th, ,, fc" :.u a .t... local .- ,,nditurr's. 

Thi: arran:.::ri:t "; 3ir ila !.) f,stV utili.t.d In the .-, of the 
D,-e l,-INAier:,et. Loar:: tJr. U Atrre,,rt SinceYr ,us::'',i.i Conv'*' rf i cn. therc 
loans are rcpiviible in dollars nd rince Morocco in a "n-ar excess" 
local currency couintry, the ;'fert; ,) f e transaction in tc provide a 
means for obtaining ccnvr'rrs cn, a-cr th: life of the loan, of otherwire 
inconvertibi.e U5 holding!; ,, irh'rs:.; .hich are in exces:; of its local
requireme, t.,;. 

In 1967, over 15 million dirhams (abceut $3 million) of PL 480 

Section l.04(g) loan fun; ',',cre, in msgreement with the CON, allocated 
for the financing of various contract.r reloting to projects in the 
Moulouya. It in anticip:ited th:,t ndditional allocations will be made 
out of the local currency proceed . generated from current and anti
cipated US ;7urplu; agricultural rmodity program.s in Morocco. 

It has been proposed that the dirham equivalent of $4.5 million of 
the proceeds of the October F.,67 rurplus agricultural commodity Sales 
Agreement be allocated for a Section .. Cb(g) loan for the Mulouya. 
In nadition, it is estimated that a $]3.5 million (in$ioz1ble dirh
equlviJent) woull be available from :7uprl]e.ental surplun agrIcultura' 
con.: :-ity rales programs under Titlo. I an-d Title IV in calendar 196F 
for allocation for loans for development projects in Morocco. These 
two amounts combined woul.d provide about 6,",, of the G014 resources re.
quired for the project over the next five years. On thic basis there 
would appear to be rcason:.ble pro':pect th',t the GO, should be in a 
rorition to provide cver the S.! e year rriod 'of the project the addi
tional resources renuired for itF ccmpletion. 

Tt I!. contemplat,.d that na additlona.l US dollar financing of the 
Moulouya, byon-l the $ ,iilon rorosed herein, will be provided for 
tl c.:.plei .n ef h, M _11-nuya, rince the bringing under irrigation 
of' th,- ' 11,O0Y; .ies include'] in the propore'] project will substantlally 
corn:,Iete the works criginally conwtemplated '.'hen .h! DLF loan was author
ized in 106'. The remainler zf the workr ,h(-. be within the capabilit3 
of the GOM to complete with It:- o-,n resourcec. 

MT M T M 

http:utili7i.rn
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). Technical Anily ir 

The Moulouya Riv,r, which is cr.e of tne largest in Morocco, originates
in the ?idll, Atans 

Moulouya and which oztend:: scuthward 

Kediterranc,!n l,,: 
re 

t, 
r.re 

Pr. 

ard 
n 

flows 
rrpr 

.orr.e 25") mriles northeast 
thr Agorinn border. 

to the 

In;- ,agricitu..i 1 in li j,:, i nt( i'l',,jr r!'. Th- . r,,st rind most 

t 2 1ir, i t " .i' ' ',h':- i: ' :.'' n. th, rwrht bor'n of th
-- ;e 31nmiler frem the Mediterranean

Lea. To tho we:t cf the T.'i"ffa, and nn th- left bank( of the Moulouya isthe Zebra nlain. 14,wiuntain rv-arate the Zebra frcm th? -ea and fron theBou Art-r i-ll]zain, which -'. c,,tI nrrthwe(.st of the Zebra. The Bou Areg:; a co!.ital phtain, sc,<e 19 mils lorg and h miles wide, separated fr.-n
the n.-a by a .Ih,.ow sa2.t water lagoon. Southwest of the Zebra is theGireb plain which hun. land} ruitable for irrigation in its routheastern
portion. The Gareb i.: at a higher elevation than the three other plainsard if ultimately irr-gatcd vould require pumping fro,, the lower level 
Zebra conv(:yance system. 

Water from the Noulouya River is stored brhind the Mechra Klila Dam whichwas coniletd with fj.iancri .rc.. AID loan (',3-A-'2.! (DLF Lcan l..,6).Water ir rclca ed downstr(a.: (1,bcut c) miles) to the Mechra Homadi re.,Frvoir and d]iversion dcim in1h,-r,, divert,-d to th,, right oad left bankcunals. About 75 kilometer,; (1: miles) of the Triffu (right bank) maingravity ciral hay,. ben co.,pl.etd und cons:derable ',cr): has been carri-dout in the Tri'%, on) distr .Iution and drainage netw rks, land level.ngend other farm iw.nrovwments. About 37 kilometers (22 wiles) of the Zebra(left bank) main gravi-ty canal and the tunnel 6.,!. miles (10,1()7 JIrenrTrcters) betx:een the Zebra area end the Bou Areg area have been comrn.eted. 

The GOM !,ill.r'rfo m certqin ;,-rk nr-Aded fcr develormnt, of the gravityir~z'gat.a .y!.t.-,.- for n., 71,,-') acres over the next five yarr. Thiscffort vi2 be eonern rait,,-r urcr the develo-,ment cf areas thot providethe great,-rt ecnnomic returrs nnd the developnent of a cadre of I'orocear,
per".ornel adequ tly tran-yi in: the .an2ger.ent of the project. SeeAnnex C for further I:roj:cl 'details. 

':e}- enmL Ev1,'ation 

Mt. Infra,'t.rueturr. The --;t'rnal highway co-munication network i:: .. 
.. t. arid r;.fi: . I.%sirm nf re- i n-,ote s:iler in-',,,1 ," ' 

uzeather raved rc,,. 

____________________TAM 
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Other communlca ;1, ,i" i;" t', 'ih Lh,., * ' ar'r-- inlude the nrninline
of the Oujda-Fe:--C,-, .. ., :t "h~r'h l e0tnnd:, to Algeria;Spanish enclove ," rt, the ., 1 fir: .idt:o cmmercial. airport: at Oujda and
Nador with regular national. on'I int 'rnational :'ervice5s. 

Th v'erir,'tr* 1" u,'. ,., ' ~Ath ,.'. . r nr ' r t cro::cd by 60 kvJ i i . i u " r.,;,,r..,d t. ,. 5( kr :,It, na or:tr kk. f~dit;.crl rower
1(Qp x I -y, y.rar) '" :!:-o . n: , ' d hr ,'r.r.it'Ironr 

at the Mechra-Y±ilj l inm fnd the Bou Areff contral pot.,,er Stati.n. The town:;are connected to r:anrh cther and th,2 r-r;t of M.crocco by telerhone andtelegraph 1 ner:. 

b. Sol . Soil ,:rvey' 7rd land ]a!.:-ifc.tons have been completed i-nthe Mcloulva "rer' eter oan,:ntrantb::i- with French firmr, u-ing Frenchmethods. The Tri'fa -'1n wr. initialy rrap.ed at a ceale'of 1/50,000with certain area,: .;ub entiy rer-aL';d at 1/5,000, 1/10,000 or 1/20,000dependin, I nn the cor1cje::ity of 'YJ. rattcrns. The Zebra plain has beenmapped at a reale cf /20,O00 nod th,- Bou Areg plain at a scale Df
 
1/50,OO. On thp baf Yr nf ther., !urvy,, th , cla. :sified the soilsGC ha::in terms of r-:uitnbility for irrigation as follows: 

Land Cia:;.if.cation (Aere) 

C.asr.I & IT Class III 
 Clans IV Totas.
 
Triffa Plain 
 17,000 29,[00 22,7'25 99,625*Zebra Plain ,CbO 12,'75 4,050 21,1425Bou Areg Plain 75,)00 l,6.qo 3,; 0 30,67)Gareb Plain 13. 05 10, 70, 0 

*Inclurez 1,750 acres for lfigh Service Area 

The findings thi: indicate that: ( i) arr:'iratr,!y 5,.%of the area in the
four r.lain- i. "'.. suited to irrigation (Cla:r:e. I 
 anl II); (ii) more than3'% ir suitab'.r bt with one Or mcre .imrtat~ons Irro.=ed by under',rablefeatur-s such an to w.rafhy, oil. characteristJcn, :trnine:- r restrlted• rio (CIar TIV); and (iij) l,,:;s than 2'; of th- area in only margina)lysuited for irri:'nticn(Class TV). In ther7e lattrr ardrn only r:mi-intrnsive 
orop rotations b:lUpons.bl.he 

The o.i nic.n f the C,,n-,lting Env.neer (;1ydrctechr.J,) "'!th respect to) therd".'., car.rffjn .. n : that !.,hfle "3 Bureau for P. <r,.'0.tion .-tandards weri
rt ern.oy-,d, t',e rlasnificatinn 
 ir aceurat- and n rr'.,ti.,, with3,and rlaced in .:r:' d rLrnble categories 
more 

uere 
thnn right ha.,! be,rn the caseUS ':tandardr folIc,.'ed. The cla:;sif",atinn ha: 0.'a been reviewed andfound to be atifactory by the USPA t:ayr. Ho':eve.r, :r, areas of com.plcxroil Ttternr ,hch to date have only been ru.-,d to a ::oale of 1/50,').,)rome reraTpin tray be necesary as a banis fcr rrerar.n.Z 
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final designs of irrigation and drztinne- rystems, parcellization into farms and 
planning of land preparation measures, In addition, considering the high 
average salt ccntent of .;ater frcm. h!'e 'c il.ouya hiver, a ;rorm of systematic 
leachin- will be req:irer- to f ree-.rt ac.::.ulation of salts in the soils,
particularly in h :ebra C'rt' in will nlso1e plain, ureas require nitrogen,
phosphorus cr.d possibly other nutrient.: to obtain satisfactory yields. 

c. Water. On the basis of studies by the GCM which have been reviewed by

the Consultirr.. Fnr ncr"i and the U..;. .'au of 1:ccoi.-,ation, it is the
corclusion of A.. .t!;,t: (i) the q, ,lity of water in the Lowe.*r Houlouya 

is below averpge bvt cr:.p ,rble to thtof certain rivers in the U.S. which
isotnteLoh~uoyb'rve successfully been usc, for irrif .t;.on for periods cxeccdin 1.00 years;Oj5) there is clearly a sufficient a.: )unt of i ,ter to irrif-ate the 1.28,01,0 

•crer to be served in the [:rl¢Ity ar, n,3. Addi-tional s-tudioser, (c requilrec
'.j dcter:.-.Inc if adeqiuate water is a- ilable for irrigation'.of 3.76,QGO 
vc rc.. 

The only signifcant ::,urce of :;vp, y fOr irrigation water in the perimeter
is the :.:oulouya Vi~cr. ,io :;.jc :n1 is 1,re, ntly being irrigated from 
wells, most Iround water i.; - -',". '1; !'Alouya contains 
dissoived salts which ",' 'i., xr Lrn ' - !hvriny reak flowto iJ.Ox PIn iuting [cricd of"., ' .,.. ' c.: n: ,. c.cntraticn is 750 ppm. 
On Thi- basis of USDA S'alinity L.ot) *atory criteria, f:te v ater is class 03-SI 
(hl-'h salinity-low a',-alinity). V':ile water is thus of mediocre quality,
it is ccmrarable to that of river, successfully used for irrigation in the 
U.S. (e.g., the Lower Colorado Rier) and poses no serious problems to 
irrir-ation in the Moulouya perir,( :cfr provided the W.4 adheres to recorrmended 
programs for meeting leaching reoairements. 

With ref-pect to the 128,000 acr, project, the demand for water reasured at 
the Mechra Ho:.adi diversion dair, is estizated at about 575 million cubic meters 
per year as follows: 

remand for Wter
 

Peak Flow Annual Total 
(August) (m 3 million) 

Agrieulture (176,000 acres) 33.7 m3/s 806 
Municipal & Industrial 
Consumption .8m3/ 23 

Total 4 uy62
123,000 acres to be irrigateA 
by Gravity 25.5 m3/s 575 

*(The e'. dpeak requirzents of 34.5 /s compares with a 35 m3 /s design 

capacity of the main canal.. at the diversion dam, including 18 m3 /s for the 
Right Bank and 17 m3 /s fcc the Left Bank). 

I 
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This estimate is based on probaole rainfall, cropping patterns, plant
 
requirements, evapo-transpiration and other expected losses of irriga
tion water. The estimate is believed by the Consulting Engineer to 
be reasonable but subject to refinement on the basis of tests to be 
carried out on a continuing basis. 

The annual average availability of wuter from the Moulouya river is 
estirated at 1100 million mn or about double the estimated requirement 
for the gravity areas.
 

Estimated Availability of Water 

Twelve Year Annual 
Average for Moulouya
 
River .................. 3 m3 /second 1,100 million m3/year
 

Maximum inflow
 
Observe:d ................ 8,000 m3/second(1963) 3,h00 million m3 (1962-63)
 

Miniwum inflow 
Observed ................ 1 m'/second (1951) 532 million m3 (1956-57)
 

On this basis it appears that there should be ample water available for
 
irrigation of the gravity area, as the water availability obtained from
 
twelve years' observation exceeds the requirements in all but the 1956-57 
season shown above. Prior to the development of land with pu.rped service 
areas (the Gare-b and the Triffa !ig h Service), a review and analysis of the 
river hydrology should be unidertaken to assess the availability and regula
tion of the river flows. 

d. Studies, Ent.incering and Construction. The overall irrigation scheme 
outlined by the 1,;uM" defir!:s the ajor features and th( magnitude of the
 
work to be accomplished to attain the ultimate goal.
 

This scheme is being carried olut in phases over a long time period. The 
present phase encorpasses the development planned within the priorities 
indicated by the Stanford Research Institute (SRI) study for the gravity
 
irrigation system.
 

The studies for land classifliration have been completed for the gravity 
irrigation system in the Triffa, Bou Areg and Zebra plains by French firms 
and were considered reasonably accurate by the Consulting Engineer. Land 
consolidation and parcellinrg has been completed by 0MET in the Bou Areg 
Central area, the Zebra Coll.ctive and Zebra Remainder sectors 7 thru 10. 
Land consolidation and pareeLlni ar(. needed for Triffa sectors 27 and 28, 
Bou Areg Rematnder arid Z(bra Rerrir;der sectors I and 2. The engineering 
designs for the Triffa main, sector 27 and 28, and the Zebra Collective 
have been or are being completed by the G0M forces. The engineering 
design for the Cefntral Bou Are.g and Zebra Remainder sectors 7 tnru 10 
has been or in being connp.eted uy Hydrotechnic. Engineering design 
will be required 'or the 1,ou Are! ,.remainder sectors D-3 thru D-7 and Q4 
thru G-6 and Zebra Rer ainler sectors 1 and 2. The engineering design
for the Dead Ilead Thnnel has been undertaken by S.C.E.T. who have pre
pared anid issued an "Avant Projet" for bid invitations for construction. 

14 M)j6Fj C



*-20-

This firm will also undcrtn'k- "'uu-orviston of construction. The engineer.. 
ing not yet performed can be ae:a: :,{ished by GOM forces and/or private 
engineering firms. 

Construction of the extension.: to the rrain irrigation and drainage canals, 
Jand preparation, rector cinl. ani drninaive ditches will be performed 
unllr c,nt"act' . t,) 1 cc rt~r~iet.,., '*"m)t ',hi" in the ene of the 

r,-abilit tion of the L2tL P:z-,; D'd iarl Trnc t. 

e. Cronning Patterns. The existing er.,ni.ng pattern in the Moulcuya, 
including botnirrigatcd and dry farm ing,includes grain, forage, citrus, 
vegetables, olives, grapes and 6 small amount of leciduous fruits and 
nuts. Of the roughly 2140,,Cy) acres of agricultural production in the 
Moulouya, about 177,000 acres are in field crops, 24,')) in vegetables, 
16,'Y)O in citrus, 15,000 in grr.rcs, 5,40Y) in forage crops, 1,700 in 
olives, and 1,5')0 in other fruits and nuts. 

Taking into consideration rast and present trends in plantings as well
 
as agronomic and price and marketing factrrs, the following projection
 
of cropping patterns has been developed for the Lower Moulouya
 

PROJECTED "POPPT!,G PATTFRNS T?1 HE LOWER MOULOUYA
 

(In per cent of total irrigated area)
 

Left Bank and 
Triffa High Serice
 

Triffa Sector - Sectcr .rriffa Class Class Class
 

crop Main 27 28 East I & II III IV 

Citrus 40 60 10 10 10 
Vegetables 15 10 15 1) 20 10 

Cr.tton 15 20 10 

Fcragpr 10 20 25 30 4o 30 

:heat 10 6 20 25 20 35 4o 

Grip,'.! 25 24 35 15 
D"y beans 5 10 

Sunflower 10 
olive.s 5 '0 

100 10) 100 100) 1i 1052i/ 100 

a/ Incltdes double cropping. 

....-' . -. ..r....- .... ,' '. €. .. .:.,-',-- ,7.,,.'.
:'.' 
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The projected cropping pattern for the Bou Areg plain includes cotton.LJrirdg the frrt Five yearnejtinted 1'r' of the Class I
,)f'
and 

the project jitwould be grown on nnII landn. Tht! renresert only 960,,;'etrravres) ec"t},z:.; ri)cr),e area. The cotton acr~a .e
 
:r..y increasep .2ceafter live years 
 if ::ritisfactory drainage conditionrre achieved in the Bou Arev. 

cotton grown i:; 1xonp 'tarx-. Tr'dltionally Morocco export: its
-,.Jr- cron an; ir:r IJ :hort cble to rmeet:t Cotton the re,uirr'ents
 

r' the oroccan 2pinningr mills.
 
The croppni-,
attrn of the Trif'fa East (about 18,0'n acres) Js projectedt Tnrlude 15- (about 2,7., acres) in 
cotton. 
 It is likely that because
f ihe limited ext,.nt of' Class I and II lands in the Triffa Eas, cotton
 . not increase beyond that percentage. 

1t i : evident that the amount of irrigated cotton that is likely to bein the:r..-'n Moulouya is minimal, even assuming that local drainage condi-
T nare i asuitable . 

f. Technical Sundnv--s. The AID Project Engineer hps reviewed ii). the
dat,' and ajor construction performed to date on.:ro.!nct and finds the technical requirements this long-ranRe phasedsufficiently defineo'to 
ccntinue the project on an 
orderly schedule. The estimates of cost of
 
prsirct facilities have been determin-d by SRI from, average va).ues of
trit co.ts obtained frorr .reviou.sly ntiarded contracts and from 'etniled(!,. -s-nand analysis prepared by the iHydrotechnic Enginering fir, oft-o ty.ieal sectors located in the Bou Areg area. The costs for the 
"ar".,'c ent contract have bcen estimated by the USAID. It is consideredthat the depree of engijeering planning undertaken and the deterrrinit.onr; ' to the US Goverrment are adequate to meet the applicable require,S:':t- n Section 611 of thie Foreign A.sistance Act. 

771?7>
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E. Financial Status of Borrower 

1. The Moroccan Economy 

Grrwth of MorocL.ct's GDP in real term averaged about 24 per year
in 1('4 and lr li., Per capita ,DP In .1C 5 wan anproximotely t162, A 
::(.,/er' ,Irr-ht in :.(6 resu]tr.d :n a dr.crcn.e of slightly nver , in GDP 
whi,'ch tlh ".vpulatior, grc~vth av,.r:r,,ing 3.P4,, per year rnrsJte'd in a 
d.ecline of :-r ornita GDP In 16 i,,i %br,ut $154. A recnd drought
cccijrred In .C,67 but i: not expeeti.d to have the severe effects of the 
1?65 drought. Crop forecasts for the first nine months: of 1967 indicate 
a 4% increase in real GDP above the 1966 level. This is also the economic 
grcrdth rate estimated by the IBRD for the pezx..A 1965-70. 

Morocco's economy is heavily dependent upon the agricultural 
sector, ",thich has averaged about 1.5% growth per annum. However, growth 
of the ,mal modern segment of Morocco's agricultural sector has in
,-reased at the rate of about 7% per annum. 

In .'.96 the International Banik for Reconstruction and Development 
(IBRD) preented a number of recommendationr denigrned to increase Morocco's 
economic growth rate. On the bacis of these recomfndat*ions the G004 
proceeded with planning the necesrary program to increase investment
 
levels fr-. the i 63.-65 level of 11% of GNP to 1r of GNP and stimulate 
the rate of economic growth from 2% to an average of over )4 annually 
for the five years .66-70. In addJtion, the GC?4 has taken measures to 
curb the population grovth rat,, while placing increased emphasis on 
raising production of both dryland (wheat) and Irrigated agriculture. 

2. Investment and Savinms 

The level of' total gross investment has remain'd at aboit 1.1% 
of GNP for ,.vera. year::, althugh the percentnoe declined slightly in 
1.65. Under the GO'.': Three Yea5 Plan, 1965-67, the gross investment 
t-3rget woz ret at DH .3 billion- Actual invev-tment expenditures for 
the three yearpeirod reached about DH 4.6 billion, of which the Govern
ment ezxenditure amounted to DH 1.,, billion a. against DH 2.1 billion 
budgeted. Thin may have bee.o partly d:e to the GOM's deliberate aus
terity pollcy under the hI!F rtbJli7ti.on prci1rnr, but more probably it
 
van. duxe to the shortage of trained cadres to -,lan and execute projects. 

In the private cectcr, conziderable ,inounts of ravings may be
 
hoarded due to lack of project: attractive t- inventors. The lv.l of 
private investment has been runnihg at about 51, of GNP thrrugh 19.5. 
The 0014, 4:: incentive to private in,,stors, hnr cut profit taxes from 
43.20%, to V%. and announced a tpn year guarantc-e against tax increases. 

]L- $. = DH 5.06 

7,77=-77.- NQ. 

r. y 7.k;1%- .T e ' . . - W . . %. .%;, " " lk: . .. "' ' ' ' '/ In 

::.: ':". ,.;, . :". ' ' ' ' :;,j : ";. , : - ',''1) 7k-..;'. ,: . : . . 
.- _ 
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Loan. are avaiiable to .)rivlite irve-tcrn freo th 3JfIDi/N:, ., ,s 'rc:tr. 
special funda to prcmote touricm devc fi.rvcnt. 

Under the 1r,86-1972 plan ab'ut to br% ;i,',rt:'nt:.t,.,', level"
 
are to be accelerated considerably, reaching .A of' GNP liv ]970. Mor,(.-'!,, 
I.'r,:lyir, h:aviiy on foreign 1' . !!,to aciu..w :,cc "
 
higher lve1. 

3. Central Government Financ'.P 

The Moroccan money supply which had Incrrased ify 7.6 per cent in 
2965, remained virtually unchanged in !966. The first half of 1967 
witnessed a 5 T.er cent increase in the money supply. T'e major part of 
thi. increase .as concentrated in June and July uhen the supply reached 
V14 
 :0j ,lion. Currency In circulation expanded rapidly in June and July, 

:.nnl factrrn being reinforced by commodity hcnrding related to the
 
1.ide~l E:t crisis. Demand deposits did not show their normal decline 
.nthe first half of 1967. Deposits with commercial banks declined 
nlightly while deposits with the Treabury increased as public and 
semi public agencies contisued their transfers from the banking system 
to the Treasury. The increase in money supply in the first half of 
!,*(7 ran I. ,.raced to tho nz"'!on1. ":';,sonal increase in net foreign assets, 
not ,': c y the custc.irry rl:elir: In claims on the private sector. 
Clsirl., (:n the erivate sector declined slight.y until May 1967, but
 
Increased '.hr-,gb June and Jily due primarily to additional financing 
of textile stocks. ClbiJ 'ante Government rose by 10 per cent in the 
first half of :967, the in central brnk claims on the GovernmentI..' 
being rmainly offset by larger deposits with the Treasury. 

Ordinary budgetary revenues which incrurted by '5 rcr ent in 1566 
tre cxr',cted t-) increase by 7 per cent in 1(.' to DII 2.1 billion. 
De&Dite a derea3e in agricultural tax reccipt:', r,:.-' fror,: dire,:t 
taxes rose by 1.0 ppr cent in 1966, and a 2 increas. "estinated for 
!S67, due to :tric or controls on income declarationr ,':,d an accelera
tion of tax c,,ller. "ns. Owing mainly to a relaxation of the import 

.
program in late 1 5 and a concomitant increase in tariffs on certain
 
ccnonter goods, customs reneipts increased by 21 per cent in 1966.
 
Although budgetary estimates call for s decline of 3 per cent in customs 
receipts in 1S67, it is likely that actual receipts will be considerably
 
larger in view of the import liberalizatidn measures intro)duced subse
quent to the estimates. Receipts from indirect taxes, state monopolies
 
and other se.rces are expected to be 11 iv- cent :Ipher in 1967, owing 
to increased profit on -;ugar sabr-i, and ,'L,.'" ,r(m the newly created 
Office do Ccr.mercalisaticn -. d':'-.:tation (OCE). 

Recurrent ordinary bui,.L e(,enditures increased by 3.4 per cent 
in 1966 ar-i are expected to increase by an additional 7 per cent in 1567, 
reachin- D112.2 billion. Although wage and salary scales in the public 

Banque Nationale pour le Developement Economique 
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sector have'..1,be'',c z, .h t .- r...rvirI ,, urli 11,.,i ' g 
14-6 ,-nd PO, bec'nu:'e rX toi ',Ijt e :'.,. f (,,]r o n 4.. 

*ill tile i:c .u'rrnnye and
!r)'not i on, . dnd .Publi ,ht . rentrn -,yr-'otn lno Increased.Othrr ,: ' t ill-, ' ': 
 t, il r n:e by ) v'r cert in J.6'(. 

, ".':', i ninly.rt -br,, h Inc-l' , 

( Ihe. , . . .. . ( ". ,t :.r-. r'l t 
', ; ip ' t :'t: . C':; : itur,, f T)h 21h 'iill.i n

is: *'((.. *'. It,.I" t '.' ,.'<' ', "r 'c0 a.-: r ; '. n,* n o I-,.,
 
c t . b It:, i
hstnl,. id' vv:.; i'h . .n t':" ,r-t have hn!,(,er -: en 1t2
 

(IM' ii ture( T ., f, fu,'" '.::traordJ nary budrzct ex
pend ituren a r, ,'y -t c :
.~: ,i. :' v,.i -.:iscz, Portal Checking sy-stcsul")rrc.::ing , t: ,(I ltIt .. C,...t, -- ind c:reirn 

nnet. The f r er . ,;:. t:,nc I ,. h:..ha ccrc .:ed from a htih of DH 5-7 
millIJn in , _. ''"5 millIn r C46. F cr ats foi ].:,7 place
 
C.ro 'n w . I'.:','' 1'(;''DI)J79 ill .,ni DDn .e:'tlc fi nancing has
 
al:;o ,u . ' ;,1) ,5 p (-*, " I3A{27" i,:Iliun to an entirnted DH 1142 million
 

1 1..4,'V." :,) I,,, , n'v,, . 1 r,,i n n,I(.,c:;1.' , f"ranc n, is 77-ected to be
 
o',l t y ncrew:'ed bcrrowing, fr-ir t he Cest.ra! 9ank which hud been held
 
at mcde'rt 'vols iln 165 nnd 1a66. Under the ?.1TF::ta;.iby agreement of
 
October 1",6', the qob) agreed to taBe a3.] rocrrnary me:,'urer to maintain
 
as table curoonry , r::Pnt inl. th 'nr1,d-'elr
to th': b a .ent of the ePrncriy

nnd a v;.nbl,- hn1incc X nvr.oent,;. P r:t artt to t' 
 ' " " ..rt f,"ien
 
of tho Ccntin- Honk rs.::,,tz (erc!t' are nct 
t,. r .... itr June 30 Y-ke. 7
 
lov, l .b th, n Diif ), mill] (.n !t.lcnber .
; -c , P " .tha'i I ' o illin usit I ])ect.h'r 3.1,..,.I62,. (GC;: bc,';' ' w. 't, 

C B1r.trp ;,- vt DH 12 iri 1i ,'nor ].S67, or DH 6S ij .lionEan, ,,tis;ated 

(r .fo:; than the a:proved crd it expanwim,
 

Th',,itr'd ordivary nil extraord!nnry bu'ThTt deficit of DII 7-19 
millI n fcreca't Fr 1 67 in exnected to be f'nanced by not f,reign 

tan r'eof DII );75, mi~l i:n, nt recurity 1"2u'e: '1' T111"I v!'..lion, a 
-
, . n't : ry tiat Po" n Che ),ir, d,-n.C '.' .i 73 r"5 .P.n, 

ri.'I, :, is; u , h i' a ,vti v mr.r".. ,. . nrr-e 
jssI:.:.'of fvr.* is. .,'id a. erital. The ., vnf.s.:a, rev'cr'ed in 1.d,6 
when lnrger "r. 'nyrentn, e::Eecially on food itcmo, an,.' n :-le'wdo'un in 

igo ra ' ....' a deficit of $1 mill'cn. ProjectiOnz-,v;t!' rv..ultvd in 
ror 
17 :r~ieat,, inrrerned importsonly partially ccnrennate.. by add
t'sa t frnreirn 'r ;ntil rr'ceipr.s ard mprrvement in the nervices account 
will. reult -n , . "et of aprroximately $)20million. As rhoim in the 
following tabl,, -r "tion:; for l33 and 1,69 .how overall, deficits of

14 and m:!], iv,:i_,y.$!i !It 

rqV:V ',,'t1 .' ,.4~ 

C)r;:>,
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1.'.ROCCO - ',.rTANC OF PAYME , 1qr.t - 1.69]_ 5 

" 
.6rfi0 1 1C(8lr;67 i r(,o 

)x!rurt' , 2....t. L.(, 'I. , 'L-5 

Trade Bnlance 11. 15 - 75  - 75 

,,rviee.-., ret - 7 - 5) -35 -23 -2' 

J]-i of Good ' rnd Service.- - 3' - 65 -II' -. ti - ('5 

Tr:,n.-Ifr Pr y,.nts (n,,t) P 21 33 37 33 

:on-,,:cntnry Car.ital (not) 92 64 6 6 5 

Err-rs nnd O:v rr.ion-; (not) - 23 -2 1 ?3 

.eranl Bann'ic "*__ -. _3 .. -._ 3 -, 1i4 

A.'...t:rh thert i.rcjected reficitn are of the nnme order of '1 ni
tude a7 thcr incurred in the period i.6,6, the Situatlcn i', fi'ndarentally
different, both in rerprct to the source of the deficits and in rer-ect 
to the meat0Y: >r m .etin7tecr. In the f, rrer caive, M5'recco :uffered 

_frcrr a very h-..vy cut.f.c:: of .Drivtes c,,uitv. fo-i,,vr with a shar) decline 
In forein ;'.', nt ex;erditures in Morocco. In the iatter case, th' 
projected deficits ?r-' rcre a f'uncticn or accelerated c.rc.wth, rising
debt ::ervieiiw!., tr'i tho. ab:'nrcn of forv, eeble, additiens! foreign re
• ourcs: nere"7ory 4'(',.!.' r2Vm rAf, finmncting. To n'ect the def-cits durin!g 
the reriol 1,:61 61h, M'Wreco :" ob1i":;,d to dr.w down rorcin exchange 
reserves of over $].'c ,mil.icn. The snrti. tpv, of financing is no longer
pozs.lble, ince no , o:r.-res- ruch reserve.-. Even ifMorocco y,,r 

.mn nina r .. :rve_ ore (]rrfii :o"n to th, r-ixirun e?:tnt 'enrib.e, nnd the 
[.iI"" .tnfldy' i:- un,', M,-r-r e :.;i32 till re.;lA re nt , rnt '15 millic,n
'j'1,itionn f:tr ign as- "'e ;.n .1 6" beyond .:hat r ,,recnently fcre,ee
able, with :ver nr...i- nry Officilr, i'n . In i6 ,. reserves are
 
cotImnted Pt .72million c, .:hi.h ":crn V 3 million 
 i': ca.ly required for 
currency coy, r. 

. Forei.gn InJebtrdne n of th:' GOM 
Mnrocco's external rtnte ard rutlie enterpri,:e det.t amounted to 

$.r) mi.llivn in lr,6.. Debt verv'cirig rpynents for !('66 tr,taled about 

$5) rillion g-,eement approved in October, 3(67. 
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37 millin or arprcxitrrntoy .(j, ?Irocco'r totnl eXoort earning of 
h28 millicn. GCnerally, nxt, rrO. d,'bt FervicJng renuiremennt, of leas 

than .r% of totna. -,ort ,n'nr',<:: In 'onrl'dered to I,' r. tirfactory

rntio. D.-bt ::.r rn'JrcLct;: n I',r the reriod .1-(y '3;on Trerent
 
external debt, including thnt 'wrtl(n irreently undi:'bur-ed, are :hown
 
!,n th. fr, lv.' , tahl,."
r:: 


)]: , 
;: ., L ''.'v ,, yr t ' n 

E:ternn! V'tnte anc ]'. :b.ntcrnri:'e Debt 

M13.1 o)nr 

Y! aI Net Outrtnnling, Debt Debt Service 

.(6  
it	 479r.5 $36.7 
J-67 	 45.2 3).6 

Z61.6 	 44.469 	 2. 0 2C.-


.' 	 36.5
I'3 	 '37. 38.9
 

3.3..	 38.3 
33. 6 	 37.1 

!5-h 	 31:,. n 35.2 
275 34.12.1 


]176 	 266.1, 32.It 
1.977 2113.3 31.1 
1"77 22).6 30.7 
19 i0l7.4 25.6 

173.3 	 25.5 

r.>:ternal debt rharre" .n: 'rerent debt nnr rho:n above do not increase 
'ub'tanti-lly over t r:t : 1.)year:-, reaching a maximum of h4.4 millior 

in J.,'6. and decrpt:- n cr - ;tently threoafter. At the :ar.e time, export
earninr r :_rc ext..'e.:tt nc:-are. Ar.',ing that M"orocco does not in
creswre it. e:,trnn2! cbt t .irate :ubrtantially nb,-vc i'hat has been the 
core, th:! adfiticrn! dbt .. '.e roquirr.entn re.'ulting from the propo., t 
Icon o' '5 ijili.on, co ; r 7crncepr-ional term, :;hould not have a 
:i-nifi,:ant affect ':'n 1'r 'o '- ab l'ty to neet itv' g 'rc-atedebt
 
:'er.'icn rc:nrib2....t~e:;:-.. the pros ectr of reprm,.ent of thin loan 
ore coniderci rearcnb).. 

U . I.* -' 
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PU'C- '-jrVi J....t t'. 1.' 11 n:.flrc:j urlc 1- th! )qn --P I
 
ut!i"'' ! u rhnrrl' -1r-: thr U.-, Tr'- ry- R-. -nymc nt
 

c'2Il f n. . 6 1. b'f r I- till 11 .: nfl, r- n-r i n of
'. O r-

-ni.C:!(Io~'h'i: U?' 1 1 r
r to 

Tn vil."' ) f .rvc' hi tvlrll ! 1 (In-, .- n,-. u--n E r me, rrin
c>ay F rntwir. w ,,, ourc" o' -o-' rvI or.tf-V3 1, !'rncing of
 

Uf' f -r ,rrrir- ur'3'r 4~ v '-rin I<r#t' ". n':t ndd 
t !.-n t ) in- lint r b, t l r' '-n * rort- o,-orc'o trorl
-- V -P 

,r ,:i 1,rnd 

h L-torie: Furcl-trin firr- thrjt US r. 'r~:' crvirrf- .. u~d be~
 

T L I1 'c :vt r- -ly ] -ubt fu 1. n vi pw -,I' !-ror-co Ir 
.of' 

ut'.1JpcO. 'In thi., '.r..jert f it -- r- 21 npnred by d1-nr- cothcr t~han the US. 

2. ]P.-t ofI Prr *l,"1. on Pr'w-;' Fntrrr. 

Phij 'rrc'jJ-t ':-.11 n-t h'~', -in nrw.er'q '!'P'rrt n rr-.. *.'tc? "nt,!r
"r~.A''""~r fi?-mc*:.' 1*bho u!:nd for --roern p "o n 

3._'~'~PrCT-.-rty 

?rr-vI:i-n ':1. h" -d* !r the loan ragreeme.,nt for 'Icntifitcation
 
ef* any, r ':mIj'rpt' .. ;*.n 
 ct'ri b- rt througn ut .1zat'n (:f 'xccr.-' prorerty.

If' rv. c u~eAID n-mrcf u ur,.':r thi': ).cn -,:." . I'~'ut~ em 
avoi3.ablo, 'r 'rovvrirrnt -:.rrperty rather than nce. iteni. 

4. Otli-r' Fr-" Wo-?-] n'-Fn?lc4rm, 

Dr; mi, tW- "o] '" .14.rocco'- i~aj,.r ovr:-ec' -f exte rnaX 

rrtan,~'- hrtvf*b .- I' .r ~' ant fl Fr. n, fol'.e by Kv'.-it, 

S'gio F .'rneflit, r b-en 1lmrntr'd to tcfohnjip n'5'tnnen bi 
eoni~in I th" u"'.* y ',f Fr'-.:-h tprhntcian', tcacr'.r ind cther

~ti~'r t~ ec-*t':nmIyrt'-n,. Friinch Aid to Mcrec'o In 1065c~oc~,' 
(P-'art f'-r txychni.rril a"I:tn : .-.-.. j 's.e of' tl.5 w'1nfor bu~dget 
rurport, f ir in :rt t:-, $1 1,ri.1' icin in ennita. -'rojectM'-. n vx- rrcd 

1V.'w1':tvnn tio'I t..-) Fren:h 'rur.'t.nn'd +,16 r.11ion tie-I to -onyiint 
to .orrrcr Frr'm'h ccilcn~For _-rrc-r.atod land and rquirrmcnt. 

West GTrrnmnny liar; agrcrcd to nrov.'Ie ccme *j27 mM22~cn 1.n cat'ital 
arirtanre and cromrndity lnoi!,7 t, n' Of:!Icon,:( q..92. thi o totril,
$22.3 miJ lien ha" actuary b,-Pn cr%-Itt--d under I'nn ngrepment. This 

And a lk5 million commodity loan both) signed in 1965. All We:t Gerzaan 

Ufla
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capital asnistance I" v:'uectI,, to be tied to German exports. Germany
has in addition 1uvvded r tt:.eysubbtantial technical assistance. f! 

The IBRP hah rade four 1,,nns to Morocco since 1962 totaling

$6.) million. Of'thin totnl, a :[;1.7.5 million loan in 1965 wos for

develop:ient of the gidi lit-:r,,: irrigation perimeter. Other assistance 
by internntIcnal Iending ar':ncie!: include an $11 million credit by
IDA in 1C,65 for rcendary ,diicction projects and an IFC l.:n and in
vestrent of $1 .1 ri jnic alo in . 

F, tit i:, ....by ['c , ',"-, d.,ncr: tr, dh 'elo', s',nt of

M.,orccco': r,,ircuVt . ,r 'o.i:,i' +h "... 
 b-]n jt-.TKT r 
nbove, n ,;;2 ).6 ,niliion! Ku'wait '.e:nn in .i.66 for develomyment of the 
Tensaout Prnm n irrnten .nrooetand a $7.7 million Kuwait 

.... 0.jl n !)?.nnsn r(niti,-'ner!tcir 

loan 
for extr.n.ion of the Tadri~ Irrigation Perimeter. 

The following- trb.e surrlnrlzes other free world a.rl:ztance 
(excluiin technical assistanc-) to Morocco for the years 1(62-66. 

($ Millions)
 

1 62 1cf_63 !96), 19r65 19)66 
F:neea / 4%,') 5P.O 64.o 70.0 
We:*t Germany 22.3
 
gu,, 1.t 53./ 28.1
 
IRD 15. 17.5 10.') 17.5
 
IDA 
 11.0
 
IF C 1 .5 7 7 7 0 I..15
 

TOTAL 55 62. 1U3 W 

b/ Includer only lo-ng term loans and exporter credits
 
- Incl.udfs *'25 million private capital
 

Eternal ansiztnnce to the Lowier Moulouya Irrigation Perimeter 
-nce 1060 hres been con[fined to US :upport. Consdiering AID's previcus

involvement in and conmitnert to the Lower Moulouya, an AID lean in 
P2.t to be Lhi, mol; apr.roriate source of financing for this project. 

*LID.
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SECTION ITI'- ,Y-TTYT TI.MPLP.:T?'rION 

A. .Periret-r Ad!-instrrti,-,, 

Authority for irplerrentvt'nn of the deveo.rpent prrgrn:, frr the Lower
Moulcuya Perimeter and rs ,wel ar"th,! crnntinuinz mr.nnrrmenert
.C tt.' r',: ,t- :.'rr.,:tnr V the':","'.''<bi nad overation!it.y .': i.,'O"fic, 1,'cne ,4,,

'n ,''.',r I. e',1,!i-'' "i d. Vit:,.4 'i'",,.', '*.I"'v/. .~ C;:','t.! ".;,"rreated i' 
O!t.b !(r.J, " rn-- of :.evcn ,i;,:..nrm,'i-rriional offices ,hich reelaced
 
the Office de Mire en Valeur A.&rlcole (OMVA). Under the OMX'A and its
predecessor agencies, authority for ad.-inLtration cf i.rrig.tion proJect!:
 
war centralized in Rabat.
 

Under the 
new regional office organization, responsibility for admin
istering ORMVAM is vested in on Adminirtrative Board of 10 members headed
 
by the Minister of Agriculture and Agrarian Reform as chairman. All
 
ether board members (other than the Chairman and a representative of the

Interministerial Economic Ccr.mittee) represent agencies or activities i.n
the region of the r-erir.et-r whic comprises parts of two provinces. Local

retresentatives on the Board inc].,-de the governors of the two provinces,

Oujda and Nador, the presidents -f the two provincial a:semb.tes and of
 
the two provincial chambers of agriculture as well as the perimeter
 
Director.
 

The responsibilities of thie Administrative Board include review of thee'.cy's program, establishment of its organizational structure, develop
?nt -)f its annual budget, and establishment of rates and conditions of 

Si:y:fent 
for water and other services provided in the perimeter.
 

The Director of OP4VAI-I is dbarged with the responsibility for execution
.'Pthe vclicies established by the Administrative Board end administration 
of oil ORMVAM functions. This responsibility includes selection of staff
:.
n
 pserating perrcnnel, acting %s officia. ORNIVAM representative in all 
n.'.'tztinns with -tate and othb.r public or private bodies, and the

f of funds within limit! Indivated. by the Ministers :f Finance"t.ent 

rn! f.':ricultural and Agrarian Reorm.
 

Perimeter Oranizatlon 

ORVAM oreanizatlonal structure consists of a directnrate, five 
ma.j-r ",rvlces or d-v*sicns, and one separate bureau. Two services, 
.qei*:'* Administratif et Comptabl- and Service du Yat'rial, are con
cor -'. ".th adminis:ration and lcgistical support of ORMVAM operations,
,,hi1.e the remainirg three services rind the separate bureau are Involved 
in t.-hni al matters associated with agr*cultural developrent. Each 
ervice has one or more su:bordinate bureaus. Fei.-ce Chiefs and the
head 0!' rch bure!-u report d'irectly to the ORMVAM4 Director. 

-~F7E ME.w-.. 
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2. Perimeter 01ttffnr,
 

OPIVAM orgttnlrntlon 
 treture calls for 557 positions of whichI L% or ,7, ,M.lled n, ,were nh'':er,,.,:. 29, 1567. 37 of the 71 Post
tion vacancies reported 1,'er!,
'n the high and middle levels. Foreign
(chiefly Euronean) technclan:; occupy I')of the 16 high level positions
that ,ere filled at thfit tire. 

Whil OPM.,. ... u:t in th,- lcng run lor' to Merceco'.s o'ducational :yster. to prvidr, tn,' "crrf-
nn2 to ratisfy current %r:duroject,d rcquirement.', th,: currnt high and mlddle level vacancies rrouire uersonnelwith oxt :nive nrior rx:ericnce. To f;ll this preent need it will be necessary for CRIVAM to continue its program of recruiting foreign
technicians unti.l ruch tir..e n.s graduates of Moroccan educational programsacquire the neces:'nry exrerience. The managerent assistance componentof thin pro~ject ,]e-:rribed In the Project analysis will to some extentalleviate OFI.WAM's high level personnel requirements. 

3. In:w1 ernetation Sehedu],: 

Months Implementation Action 

1 0 Sign Loan Agrcement 

2 2 C-tiify conditions precedent and 
Y:'4tiate procedures for selection 
of US firm for management contract 

2 Negotiation of extension of 
advisory Engineering Services 

h 4 
Contract (Hydrotechnic) 
Negotiation of Managerment Contract 

5 60Cmpletion of Project
 

C. Waivers
 

Sect ion ?'7.? rf AID Regulation 7 provides, in substance, that the
United State:' ;ill not finance direct costs of construction work performed
by third cc-ur. y nationals unless the total co-tn of the project with
vhich thr. ennrtrumticn w(,r,' is asEcciated ,donot exceed $2O,n')O; 
or

after excluding national:; of the country in vhich the site of construction
is located and Dersons v;ho nave resided therein uninterruptedly for more
than three years imr:nedJately prior to any determination under Regulation 7,at leant .0, of all uernons who work under the contract at the site of con•truction are United States citizens; or the employment of third countrynationals is necessary to avoid excerrive corts to the United States.
 

3/
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Section 217.5 authr-ri.: t.h" Regional An::;i.tant Administratorto waive the nrovinions of Sectionthat it is 
207.3 if he dcterr.iner in any coneimportant te the nationrn. intercrt of the United Stutes tofinance the direct eots of construction work performed by third country 

nationals.
 

A:' pr..viou:;.1y r, ic . , i,. ! :',c t th:t for thr '.c.t .Tartthe -r. ,c ct '. b- "' ,1'jeuj ,out : !. : :r' -c.:norb'r , f "cnrtructioncontracts with Morcccr.r, contr!,ctnr:;, an in the i'-t. Uowfev.vr, itentirely p'snible that there may b,- ro,,e contractn with c',ntructlonfirms partly owned by third country nntionaln and that ruch firjs anwell as the surely Moroccan-owrned firms may e.nloy third country niationals.In such canes a difficult rrobic-.i ,iould arise in meeting the terms ofRegulation 7 since an a practical matter Aericans are not rea.%onablyavailable for ermployn .ont by such contrnetorn and our previcus experiencewith the N.aunsseur Ccnv(:r.-ion project thatin Morocco has indicatedAmerican contractors would not be interested in bidding cn small con
tracts in that country.
 

It in therefore recommended that the Anni::tant Adinitratordetermine, rursuant to Section 2q7.5 of Regulation 7, to waive the
application of Reg,ulation 7 to thi!c 
iroject since the project !4;11 contribute to the attainrent of US foreig;n policy ob.jectiver and the cbJe-.tives 
of the Foreign Arsistnnce Program.
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ANIA'&X C 

PROJECT DESCRn1 rOll 

The project co.m)onents to te undertaken on the MIoulouya Irrigation
 
Project over the next five years contists of the following: 

C(n,.:1;r..tion of the rrLin casuals and bianch canbls to provide
 
the ,suo'urce of wa'ler to the sctors be developed in the
to Triff:Bou Areg and Zebra areas. This construction will include the necessary
structures such as reulators, highway bridges, aqueducts, water intake
 

and discharge structures, etc.
 

2. Iand Tx.eloommerit, which includes engineering, land consoli
..t.... and ........... iuvtllng, lard preparation (subsoiling, ripping, 
destoning, etc.) and installation of water distribution canals (secondary, 
tertiary and quurtunary) and drainage collector ditches, for the Triffa 
main covering 24,000 acres in s.ctors 8, 9, 10, 16, 20, 21, 23, 24, 25A, 
2513, 27 and 28; Lou Areg Central covering 16,250 acres in sectors Dl
tirough D2B and G1 thru-4h G313; i0u Ar'eg Remainder covering 15,000 acres 
in s-!ctors D3 through D7 and GA through (;6; Zebra Collective covering 
4,5)0 acres in sectors 3, 4, 5 rind 6 and Zebra Rer-iinder covering 14,250 
acres in sectors 1, 2, and 7 through 10 and th re.mainder of sectors 3,
4 and .5. The total land to be developed is about 74,000 acres. 

3. Canalization of the Oued Zeluan and nued Sidi-Amar in the Bou
 
Areg Plain consis'ting of strairltening, englarging and regularizing of 
these streams to carry the flood waters to the sea. Drainage interceptor
 
canals are to be constructed parallel to the sea in the Bou Areg Plain. 
In the Triffa Plain the Oued R,!iada main drain will be deepened and 
enlarged and secondary drains will be excavated to provide for drainage
of the Madagh area. This will include the construction of bridges and 
culverts and other related work.
 

4. Major Com.morn Works will consist of: 

a. Cle:aring of the Mo-1ouya riverbed downstream of the Mechra 
KLila barn caused roy flood dariwe., and the installation of a set of 
stop logs for maintenance of :;pillway gate-. 

b. Design, supervision and construction of repairs to the
 
]elt Lank dead head tunel. 

c. Conctruction and establishment of sib-division Offices and
 
installations for farmer support such as C.M.V.'/and farm stables.
 

.1 C. 
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5. Manavmtnt. It ha, been proposed that a US management firm be 
ewployed by th- C4 to manage and operate the entire Bou Areg area. Such 
manageent %.-'iuld encompar:n all activities from the initial concept to 
final ir"Irp' igricultural. production. Such activities would Include 
resp r-ibil§ -or supervnsion of engtneering and constriction of primary 

S.- .Jry ' :r., complete developfnent of land, training 
.n.. in ' g. t..inul irrip.tion practicen, preparation of market
 

t,", - r.1t.- (.*ot--rnu., tr,±ining of a Moroccan cadre to take over
: .h . v.--,.it , Bou Areg drea.ra P the 

At this writing, the 'n-'pt of turning over to a private UZSfirm execu
responsibl]ity I ,h" management of the establilrment and initial 

op-ration of irr1gati. .,the Bou Arog area has been only broadly 
de 'iiitd by the GCJO. It Intended that proposals will be invited from 
a r -.onable ntnber of *.f'|ed US firms, that a selection will be made 
an,-.n 7 them, and a more do iled and cornprehenrive definition of the 
rer6 -Ps to be performed be eztabliched at that time. It haa been 

,. ',stimated that the t- of ruch a contract will be about $2 
mir-.! n. In any event, the -.ts of this contract, other engineering 
a'rvl.. s to be provided undt ,:n extension of the Ilydrotechnic contract 
and ether US corts will not , ed the proposed $5 mllaion developzont 
Jean f:r the project. 

The cle 3ifications, duties ant' .1ncnslbilities of the management personnel 
,ill ha-,-! to be clearly defined i! agreed to by the GCM Perimeter 
Directo:- and other GOM Agencies . 'luding arrangements for the necessary 
,gistic support. 

Svxlale 
 Docu.'-. 
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C6JCK LIST OF STATUTORY CRITERIA 

(Development Loan Fund)
 

1. 	FAA 0.102. Extent to which U3 cormodities and services are furnished 
consistent with improving the US balance of payments. See Sections II-C,
 
II-F.
 

2. 	 .AA §.2O]ihi. lanner in which loan wil, promote country's economic develo " rit, emphasizing help for long-range plans and programs designed to develop
economic tesourcos and increase produ.ctive capacities. See Section I-D. 

i .	 FAA §.:T] h)(IL Information and conclusion on availability of financinc

from other free,-world sources, including private sources within the United 
States. See Section II-F.
 

.	 FAA §.20l( )2 Information and conclusion on activity's economic and
 
technical soundness, including the capacity of the recipient country to re
pay the loan at a reasonable rate of interest. 
See Sections II-B, II-D
 
and II-E.
 

5. FAA 1,201(h).(. Information and conclusion on existence of reasonable 
promise activity will contribute to developrmnt of economic resources or 
increase of productive capacities. See Sectiona II-B and II-D. 

. . _92_(b .4.Information and conclusion on activity's relationship toothor development activities, and its contribution to realizable long
range objectives. See Sections I-D and I-E. 

The 	following abbreviations are un.:d: 
*FAA - Foroirn Assistance Act of 1961, as 	 amerded by the Foreign Asaistaice 

Act of 1967. 
App. - Foreign Assistance and Polated Agencies Appropriations Act, 1968. 

AFEVCDF: 10/66 

L1	 ....
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7. 	 FAA f1,2O1(b)(5)_ Country's self-help masures, including institution of
 
Foreign Assistance Act investment pliaranty programs. Investment Guaranty


• Agreement signed with Morocco 3/31/o6l See Sections I-D and II-E.
I ,. 

.	 "_A !))(6), Information and conclusion on possible effects on U.S..
 
econowy, with s'oecial refer.erne to areas of substantial -labor surplus.

See Section II-F.
 

9. 	FAA q.201 (h)(),. Information and conclusion on the dagree to which thA
 
country iv. :wiki,.- progress toward respect for the rule of law, freedom of
 
expression and of the press, and recognition~yf the importance of individual
 
freedom, initiative, and private enterprise.
 

'10. 	 FAA -1201(b)(8). Information and conclusion on the degree to which the 
country is taking steps to improve its c]Laato for private investment. 
See 	Scct'on II-E.
 

3.1. 	 FAA R. LbJi. Inforrat-on and conclusion on whether or not the activity

to b financed will contribute to the achievement of self-sustaining growth.

See 	 Sections I-D and II-B. 

12. 	FAA fi.2Ol(bj Inforruation and conclusion on reasonalbe prospects of re
payment. See Section II-E.
 

13. 	 FAA fl.20JL(). Info-..ation on applicability of the twenty country ceil.4ng.2 / 

14. 	 FAA fl.201 L . Information and co:.clusion on legality (under laws of the 
country end the U.S.) and reasonableness of lending and ralendinr terms. Loan will 
be on minimum terms'permitted under FAA. These are deemed reasonable, see Sectioam 
Evidence will be renuired from the GGM as to the legality of the loan agreemnt.


1 E. .2 Information and conclusion on availability of an application
FAA 
together with sufficient information and assurances to indicate reasonably 
that funds will be used in an economcally and technically sound manner. 
See 	Sections I-A, II-B and II-D. Application received Janury 15, 1968.
 

16. 	 FAA fl.201(fL. If a project, inforntion 'and conclusion whether it will
 
promote the economic developapent of the requesting country, taking into
 
account the country's human and material resource requirem:nts and the re
lationship between the ultimate objes6ives of the project and the country's
 
overall economic development. See Sections I-D and II-B.
 

17. 	 FAAJ 20ij(J, If a project, information and conclusion whether it .cifi
"cally provides for appropriate participation by private enterprise. 8ce
 
Sections YI-C and 114.
 

I- .FAA i.22(a) Total amount of money under loan which is going directly to 
private enterprise, is going to intermediate credit institutions or other 
borrowers for use by private enterprise, is being used to finance imports 



rfro private sources, or is otherwise beirg used to finance procurements
frcm private souwces. See Sections II-C and II-2. 

.9. FAA ,.207. Infosation on the emphasis placed en 

(a) encouraging development of economic, political and social institu
tins; No apparent relationship. 

(b) nelC-help in mecting'the country's food nredo; Project Vill con
tribute to production of food for lccal consumptioa. 

(c) in-proving availability in the country of evucated, trained
 
manpower; Project will 
contribute to the deicloginext of trained manpower 
as one of the functions of the management contract (So'e Annex C, para 5). 

(d) prcgrams aimed at -malnutrition, disease eradi ;at.Dn, slum clearance,
Water purification, sewage disposal, health education, naternal and child care
(includin fimrily pJnrning)) -nd cthcr public health ausistarice; See 

(c) other develoment activities including industrial development; free 

labor unions, cooperatives tnd voluntary agencie; transn),rtati.n and cc
mwquication nrStczn; capubiliTies for economic planning and public adlinis
tration; arban develo-mment; and modernization of laws to feilltate econcn.icdevelopjen- GO- intends encourage develo v,ient of cooperat yes, particularly
in the Left Pank areas. Project; will also develop capabiLi ics for ccono:aic
planning and public a6~inistration (Annex C, para 5), Other; not applicable. 

20. Information on the extent to which the r-un'try is 

(a) cttc,::mting to increase food production and food sto a-,e and
distribution f,elitics; This project is one evidence of Morocco's efforts 
in this direction. See also Section I-D and I-E.
 

b) creating- a favorable climate for foreign and d.mestic iri-!ate 
enterprise and invcstrrment; The GCM has recently reduced profits, tw.es anr
announced a ten year guarantee against tax increases. See Section II-E-2. 

(c) increasing the role of the neonle in the developnental procecs;
No apparent relationship to this project. 

(d) allocating expenditures to development rather than to unn-:cessary
military purpo:;es or intervention in other free countries' affair; See 
Sections. I-D and Ii-". 

(e) willing ,-:-nribute funds to the project or program; Th iOM
has already dcvo,, . :o-sidcrable resources to the project. It has badieted,13 million for th i ,oul.ouya for i,7. See Section I-C. 

(If) making economic, zocial and political refo ns such as taxc coliec
tion .iYprovcmenLs and chan es in land tenure; a Royal Comm ision has been 
appointed to make recom,.endation on land tenure probleras in the Lower I oulouya. 

(g) responding to the economic, political and social concerns of its 
people and showing a determination to take volf-help wcasuren. See Sections 
I-D and II-E. 

http:econcn.ic
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21. 	 FAA , ,. Inforn ation about multilateral assistance being I'urnished
 
to t e country and whether the loan will encourage recgional development
 
prog-rams, The I1D has eztablihcd a Consultative Group for M*:orocco,
 
which r,,vicws the GOM development program anui prgress. See Section II-F-4 for
 
infoaation on othtr donor assistance to Morocco. 

22. 	 .. 'A, .. .. Extent to which the loan will contribute to the objective of 
ass ,ring naximu par' icipation in the' task of econonic dovelop--ent on the 
pL'-'t 0' _he people. of the developing countries, through the encouragement 
of c,'ocr-,tic private and local govenmental in;Litutious. :;o apparent
 

relationship.
 

23. 	 F _'-"_Dta_. Infor:-ation and cor.issions whether loan will oncourage
effor' s of t1.e country to: (a) increase tie flow of international trade; 
(b) fostcr private initiative and comptition; (c) encourage development 
and usceo co opratives, credit unions, and savings;s and loan associations; 
(d) disour:.go monopolistic practices; (c) impro'vo technical efficiency of 
industry, a'riculture, and commerce; (f) strenSt.hn free labor unions. 
This project is cxpected to increase technical efficiency oi-agriculture. 

.2_. .C-1L lnforzrition and conclusion on how the loan will encourage U.S. 
privte trade and investment abroad, and how it uill encourage private U.S. 
,participation in foreign assistance prograas (incluiing use of private 
trade channels and the services of U.S. private enterprise). See Section II-' 

25. 	 VA,-.+_,,. Conclusion and supporting information on compliance with tho 
,Co' :res.ional policy that engineering and professional servicos of U.S. 
fir.-ms and their affiliates are to bo used in connection with capital project3 
to the nixinua extent consistent with the national interest. US engineerirn 
and '.innsgcment services will be financed tnder, this loan. 

2$. ". " . Inforamtion and ccnclusions who+her loan will pormit 'American 
r.x-l] business to participate equitably in the furnishing of goods and 

z ,orvices by To be satisfied in Loan Agreement.financed it,, 

27. 	 '' .- t,.(a" App. I18 Complianco with restriction of co -zodity procure
;, o U.s.MS. except as otherwise determined by the Picsicent and subject to 
ttu---. 	 rcortir require r-nts. Procur.ement will - liumited to the US for 

,reiabnrs nts and to i'oocco and other free, world countries 1-or US-cwne(
d' rh.u., disburseacnts. 

23. 	 -,'i. Com:iance with bulk cozodity procurement restriction to
priecc no l,-ho... han the nkarkot price prevailing in tho U.S. at tia of 

• puchas. Not applicable. 

29. 	 FA . Cozpliance with requirement that matrin insurance be purchased 
*on commceities if the participating country discri-.inates, and that
 
insurance be placed in the U.S. To be satisfied in Loan Agreement.
 

30. 	I'A !.6'(a) Information at to the utilization of excers personal property 
in lieu of procurement of new items. Will be required ai appropriate under 
terns of Lean Agreement. 

, , 'f ., . 
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31. FAA ,.61](a)(_), information and conclusion on availability of enginoering,
 
,i financial, and other plans ncc'x sary to carry out tho assittance and of a
 

reasonably firm cstimate of the cost of the assistanco to the United States.
 

See Section II-D.
 

'32.-ecessary	FAA t.611(a)_(2). legislative action r6quired within recipient 
country and iba:sis Cor reasonable anticipation such action will be completed 
in time to pormit orderly accompli-hirtnt of purposes of loan. See 
Section I-A.
 

33. 	 n _AA1.61nJ0]. If water or water-relatod land resource construc

tion project or program, information and conclusion on a benefit-cost com

putation. See Section II-B.
 

.3 4. 	 VAA ..611(c) . Compliance with requirement that contracts for construction
 
be let on comp-ctitive basis to ma.:mum extent practicable. To be satisfied
 

in Loan Agreement.
 

If a 	loan for a project of $1 million or more, certificati'n
35. 	FAA _.61l(r). 

by the principal AID officer in the country as to the capability of the
 

country (both financir.l and human resources) to effectively maintain and
 

utilize the project taking into account other US-financed projects. (Such
 

certification is to be ,pproved by the Administrator aL the time the loan
 

is authorized.) In process of being obtained.
 

36, 	FAsgJ2 _.6_h Appropriate steps that have b-en taken to assure
 
that, to the miaximum extent possible, the country is contributing local
 
currencies to ,net th-2 cost of contractural and other services and foreign
 
currencies o- :icd by tho U.S. are utilized to meet the cost of contractual
 
and other services. The GU-M is contributing over $30 million to compleXt!on
 
of this project. Excess US-use dirhams will be used for eligible project costs
 
other than US goods and services.


37. 	 FAA p.61.9. 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 ccoiitment to the project. See Sections I-A and I-D.
 

38. FAA §.620(a); Acn..!O7{a ,n..3.]7(b). Compliance with prohibitions
 

. against assistance to Cuba ard any countr'/ (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 carrying equipment, materials, or 
supplies from or to Cuba; or (b) which sells, furnishes, or permits any
 
ships under its registry fr-om carrying items of primary atrategic signifi
cance, or itcms of economic assistance. Morocco is not-known to be in 
Violation of these sections. 

39. 	 FAA q,620GL_ If assistance to the government of a country, existence of
 
determination it is not controlled by the international Communist movement,
 
The Secretary of State so determined on October .11, 19,1.
 

40. 	FAA .620(c). If assistance to the government of a country, existonce of 
Indebtedness to a U.S. citizen for goods or services furnished or ordered 
whore ouch citizen has exhaustod available legal romodies.or where the debt 

i,, .;" . . ... .. . . . - ','o.w - ,.-- _---- --
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is not denied or ontested by such government or the indebtedness arises 
under an unconditional guararty of payrrent given by such' govornmunt. 
No such indebtedness is known to exist. 

41. 	 FA _(,a2LdL,. If assisitance for any productive enterprise which will cora
pote 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. 

42. 	FA4 - 16Q_0_ A If assistance to the government of a country, extent to 
which it (including government agen,;ies or ruhdivisions) has, after January 
1, 1962, taken steps .o repudiate or nullify cuatracts or taken any action 
which has the effect of nationalizing, expropriating, or otherwise seizing
ownership or control of'prcpertv of U.S. citizens or entities beneficially 
owned by them without taking appropriate stops to discha i ge its obligations. 
No such steps cr actions are-known to have been taken by the GOM. 

43. 	 FAA~L AjPj_,10_9. Compliance with assistance toQ0 . prohibitions against 
any Com:un,.st codntry,. ,ozocco is not considered to be a cocinrunist country. 

44. FAA -.. 620(gJ. Cor..liance with prohibition against use of assistonce to 
comp' . satc ow.ners for expropriated or nationalized property. To be 
satisfied in Loan Agreement. 

45. 	 F AA 8.620(h'' Compliance with regulations and procedures adopted to in
sure against u:;e of assistance in a manner ,hich, contrary to the best in
terests of the U.S., promotes or assists the foreign aid projects or 
activities of the Communist-bloc countries. To be satisfied in Loan
 
Agreement. 

46.' FAA 0.6,-O(j')_ Exi:,tence of determiration that the country is engaging in 
or preparing for aggressive military efforts. No such determination has
 
been made.
 

L_,62_O Information47. FAA .	 on representation of the country at any inter
national confererce when that representation includes the planning of activi
ties involving insurrection or subversion against the U.S. or countries 
recoiving U.S. assistance. No such 'representition is known to have A 
occarrect. 

.8. 	 FAA .62?.JJ Existence of a determination that the country has permitted 
or failed to prevent destruction of US property by mob action or has 
failed to take steps to prevent a recurrence and-to pay compensation. 
NO such destruction is known to have tak-n place. 

49. 	PAA l.620(k). If construction of productive enterprise where eggregate 
value of assistanc, to be furnished by US will exceed $1OO million, 
identification of ,Gtntutoryauthority. Not npplicable.
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.50 _A.f( QCinsidoration which has been given to denlying assistance 
X' to thu government of a country which after December 31,' 1966, has failed to 

*'.-	 instit,,to the investnint guaranty program for the spcific risks of incon

vertibility and expropriation or confiscation. Satisfied. See No. 7 
above. 

S.51.'S "'J .. l.j" Compliance with-prohibition's-against
n ' ... 

as~istance to countries which traffic or permittrafficking.with North...
 
Vietnam. Morocco is not known to be in violation.
 

.52. 	 E!_-L620(.,_L. If country has seized, or imposed any penalty or sanction 
" 	against, vn, U.S. fishing vessel on account of its fishing activities in 

intcrnationul waters, information on the consideiation which has been given 
to excludirg the country from assistance. No such situation is known to 
exist.
 

53. 	 FAA FA. r), U.A.R. restriction. Not applicable.620(p 9,.117, 


54. 	FAA R,620tl) Existence of default undhr any Foreign Assistance Act loan
 
to the country. No such default exists.
 

55. 	 F . ) C-nsider tion of whether co, ntry is devoting unnecessary 
percentage of buK!et for military purposes or use of foreign exchange
 
for milita-y equipment.
 

56. 	FAA .62o(t). Pro'ibition on aid if country has severed diplomatic
 
relations with US unless agreements have been negotiated after resump
tion. Diplomatic r(lations have not been severed.
 

57. 	FAA 9.620(u). Statur of the country on delinquent UN obligations. Morocco
 
is not known to be dl.inquent on its UN~obligation.
 

58. 	 FAA R.636(i). Prohibition on financing non-US manufactured motor vehicles, 
Will be satisfied in Loan Agreement and Implementation Letter. 

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

60. 	App. R.1O4. Compliance with bar against funds to pay pensions, etc., for
 
military personnel. Such payments will not be eligible for financing
 
under th ! Loan Agreement.
 

61. 	App. 9.106. If country attr ipts to create distinctions because of their
 
race or religion among Americans in granting personal or commercial access
 
or other rights otherwise avaVIfable to US citizens generally, application
 
which will be made in negotit ttons of contrary principles as expressed by
 
Congress. Morocco is not ku ID.ha.ve made any such attempts.
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62. AIwp. R.ii. Compliance with existing requfremets for security clearance 

of personnel. Will be satisfied in Loan Agreement and Implementation 
Letter. 

63. App. R.1l2. Compliance with requirement for approval of cortractors and 
contract terms for capital projects. Will be satisfied in Loan Agreement. 

c.lJ1.64. 	 Aup. Cmpliance with bar nRainst use of funds to T.ay assessments, 
etc., of US me:i:ber. Such payments will not be eligible for financing under 
the Loan Agreemunt.
 

6 . Anp. P.115. Ccmpliance with regulations on employment of US and local 
personnel for funds obligated after April 30, 1961;, (Regulation 7). 
See Section III-C,


66. 	 Aim. Vietnam iron and steel restrictions. Not applicable. 

67. p. l9. If a country other than Greece, Turkey, Iran, Israel, Republic
of China, Phillipines or Korea, reduction in assistance by amounts spent 
for the purchase of sophisticated military equipment. 

68. Anp. fi.4O1. Compliance with bar against use of funds for publicity or pro
pagjanda purposes within US not heretofore authorized by Congress. Such
 
use of funds will not be eligible for financing under the Loan Agreement. 

Morocco is a traditional Islamic monarchy with a constitution. The con
stitution was implemented, followaing a popular referendum, in 1962. National, 
regional and professional elective bodies, including a parliament, were 
established by universal suffrage under the constitution in 1963. The 
parliament was suspended in 1961 in a "State of Exception" because of its 
inability to agree on measures with adequate urgency to meet the prevailing
econonde imperatives. In July 1967 the King appointed a 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 diLsent" prevails provided that such dissent 
does 	not violate the prohibition against political attacks on the insti
tution of the monarchy or the person of the monarch.
 

LI Under the revised US AID Policy for Africa, agreed to in November, 1966, 
Morocco is designated a "development emphasis" country, entitled to receive 
continuing support on a country basis as part of a multilaterally coor
dinated countrj program. Morocco was subsequently included in Presidential 
Determination 67-14 (January 5, 1967). ..... I 
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DEP\Qb.i.) STATE 
AGENCY FOR IN"ERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. ,052 

CAPITAL ASSISTANCE LOA11 AUTHORIZATION! 

Provided from: Develoroent Loan Funds 
Morocco: Second Lower Moulouya Irrigation Loan 

Pursuant to the authority vested in the Assistant 
Administrator for Africa of the Agency for International Development 

A.I..")by the Foreign Assistance Act of 1961, as amended, 
theI"Act") and the delegations of authority issued thereunder, I
 

have received and t-en 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 pursuant to Part I, Chapter 2, Title I, the Development 
Loan Fund, to the Government of the Kingdom of Morocco ("Borrower") 
of not to exceed five million dollars ($5,000,000) to assist in
 
financing the fore] gn exchange and local currency costs of goods and 
services for the third phase of the Lower Moulouya Irrigation Project 
subject to the foLlowing terms and conditions: 

1. 	Interest Rate and Terms of Repayment. Borrower
 
shall repay the loan to A.I.D. in forty (40)
 
years, including a grace period not to exceed
 
ten (10) years. Borrower shall pay interest on
 
the unrepaid principal and any interest accrued
 
thereon at the rate of (a) two percent (2%) per
 
annum during the grace period and (b) two and
 

one-half percent (2-1/2%) per annum thereafter.
 

2. 	Currency of Pepayment. Repayment of the loan
 
and paymenu 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:
 

(i) the United States if disbursements 
therefor are made in United States
 
dollars, or
 

(ii) 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 detailed 
in Section 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 
performed by third-country nationals be financed out. 
of funds made available by the Act. 

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

Assistant Administrator for Africa 

Date
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