
~ . (-"0- (In {j - /,,j 0 

-l-'~'--'A-O-C-"-C-Y-F-O-"-I-"-TC-R-H-A-T-IO-"-A-L.-g-E-V-E-L.Q---£N-T----:/fr"0:-:1. ~~~~~: DOCUMENTT~S:~~ON OODE 
CODE 

PROJ ECT OATA SHEET	 C C • Chance 2 * 3
D • Odele 

2. COUNl'R.Y/ENTITY	 IS. PROJECT 1\1.;'MBER 
TUNISIA	 [[64-.HG-004 :J 

5. PROJ!CT TITL& ("'lIlI:i.....~40 ,'''-ut.,)4. BUR.E.AU/OfFl<.:£ 

NE~	 EAST [tUNISIA LOW-COST SHELTER PROJECT :J0>3:]I 
7. EST~TE.D DATE or OBUGATION (6. 'R.OjICT ASSlSTANCE COMPLErlON DArE. (PACD) 

(URdn 'B:'hJDW, nun 1, 2, J. Q~4) Guaranty Authori ty)
this amendment 

!dW DO II YY iI

III 2i3! a 91 aI :\. Iaiti.al FY La.W B. euana:J]l c..liualFY ~ 
8. COSTS ('000 OR £Q.Ul'VALENT $1 I'D 1. 4::0 

I
 
A. FUNDJ:'iG SOURCE 

(this amendment) LFX 
A.ID~Tow 

(Cant; ( ) 

(Loao) ( ) 

0dIcr 11.!1m;sPJG r.T1ADL\N'1'Y (HG) sao 
us. 12-

BOlt Colll1C!y GOT & BENEFICIARI "'Sl 500 
Odu:rDonor{I) IBRD - KDF 5 700 

TOTALS~ 7 700 

It. Al'PR~ 
PI1ATJOH 

B.	 . 
~Author~zat;S~AT£PRJMAilY c.1'1UM·"~1Tl::CH. CODElrcaros£ 

FIR.ST FY 1:14 

Co L,'C 

( 

( 

5.200 

) 

) 

6.100 
-

11 300 

D. ToaJ 

( 

( 

5.700 . 
7,600 
5 700 

19.000 

) 

) 

9. SCHEDULE OF AID FUNDING jiOOQ) 

2. Lom 
4,000 

21 000 

25,000 
10. Sf.CONDA1lV TECliNlCAL CODES (~_ /j coUa 0/3 f'OIilioru Mcll) 

1. GraDt 

865 I	 I I I I
I! ..12. SPECIAl. CONCER.'I;S CODES (1IS4.lUWW. 7 ~ of -4 pontlO.. tdell) 

It. Code I EU ---l --.J 
B.Amoua: I 50,000 -=..J ~----

E.fX 

( 

( 

2,000 

) 

) 

7 000 
48 000 
57 000 

unor PR,OJEar 

P. Lie 

( 

( 

44,000 

) 

) 

43.000 
-

87 000 

Eo AMOUNT APPROVED F. LIFE Of PROJEcr 
nnsAcr~oN 

~. 1.0&0 1. GI'I.Ilt 

25.000 46.000 
1,750 

25,000 1. 750 50.000 
II. SECONDAilV PUJUIOSE CODE 

723 

G. TOUi 

( ) 

( ) 

46,000 

50.000 
48.000 

144 000 

,. 

2. Loan 

4,000 -
CODE I.Graul 2. Loan I. GC'aAt 

U1HG-I 7?1 862 
(2) Hr.-? 7?1 862 
CS} FSF' 930 !863 1 750 
(f) I 

TOTAI.S ..... 1 750 

u. P&OJECT PURPOSE (rn.aimurn 480 clutroct,")	 -----I-----~-----I------

The project objectives are to encnurage more rational development of urban 

land and services, to encourage owner-built rather than government-built 

housing, and to improve living conditions in previously built-up low-income 

neighborhoods. .. 
H. SCHmULED f-VALUATlONS 15. SOURCE/ORJGIN OF GOODS A.'ID SEnV1C£S AS SPECIFIED
 

, MM YY MM YY MM yy UNDER "r, f'r..Or,~Ar.t
 IN TBRD & KDF
~iliW Elna1 Millo 000. 094A rtJ Local []1 O~n(~.a~fsOJE~IS 
16. AW£NOWi.NTSfNA'}'{jRE Of ~GE PB.OPOSED (TII~ is IMI' 1 of 1I...uL f1t'I' PP A.",mdntl'It.) 

Increase authorization from $25 million to $50 million and amend to include
 

upgrading of sanitation in secondary towns and Greater Tunis.
 

Amendment No.1 ($4.000 HG apd $1,750 ESF) described in separate document 664-0329. 
Si-~;;;c;-:-,------:-----./:--------------"T'"l~a.:-:D=-/~\T=-=E:-::OOC~:':"UME~,----N"r-a.r:-·C-E-lV-W­

17. APPROVED	 •• " , •. IN AlDfW. OR FOR AJD{W DOCU. 
BY rriue WEHTS, DATE or DlSTlUIlJrlON 

I 
ID{r~ctorl USAID/Tunisia 

AJD U.s~ (1·79) 



-ii-

GLOSSARY 

MOP . The Ministty of Plan 

MOE The Ministty of Equipment 

ONAS The National Sewerage Agency (office National de l'Assainissement) 

Am The Land Development Agency (Agence Fonciere d 'Habitation) 

CNEL The National Ibne-Savings Bank (Caisse Nationale d 'Epargne -Logement 

SONEDE The National Water Authority (Societe Nationale D'Exploitation et de 
Distribution des Eaux) 

IBRD The International Bank for Reconstruction and Development 

KDF The Kuwaiti Develop1reI1t Fund <:rhe Kuwaiti Fund for Arab Economic 
Development) 

FY Fiscal Year 

ESE' Econanic Support Funds 

ffi Housing Guarantee Program 

GOr Govemment of Tunisia 

AID Agency for International Developroont 

FOPRa.OS Fonds de Promotion de Logements aux Salaries 

CPSa.. Caisse de Prets et de Soutiens aux Q)llectivites Locales 

PIA Project Implementation Agreement 

Boite de Connection box 
Branchement 



-iii­

LIsr OF TABLES 

1 Sites and Services Program 

2 Geographic Distribution of Thirty Cities Project Site:3 

3 Sunmary Cost Estimate and Financial Plan 

4 Costing of Project Outputs/Inputs 

5 Estimated Program Expenditures by Fiscal Year 

6 Estimated Schedule of the Disbursement of ffi Funds 

7 Greater Tunis and Thirty Cities Projects 

8 Sites and Services Implementation 

9 Construction Elements of Overall Greater Tunis Project 

10 Disbursement of CNEL Loans 

11 Affordability Analysis for CNEL Loans 

12 Actual and Projected Average TBriff Rates 

13 Current ONAS Tariff Rates 

14 Urban Income Distribution 



-iv-

TABLE OF CDNI'ENl'S 

Page 

i. Project Paper Face Sheet 
ii. Glossary of Tenns 
iii. List of Tables 
iv. Table of Contents 

I. REC01MENDATICNS AND SUMMARY 

A. Recomnendation 1
 
B. Program Canponents 1
 
c. Borrower 1
 
D. Project Financing and Loan Terms 1
 
E. Project Goals and Purposes 1
 
F. Brief Project Description 2
 
G. Project Design Team 3
 
H. PRE/H Review Con:mi.ttee 3
 
I. USAIn/Tunis Senior Program Review Comnittee 3
 

n: PRQJECl' BAa<GROUND AND DErAILED DESCRIPI'ION 4
 

A. Project Bac1<ground 4
 
B. Ptoj ect Rationale 5
 

1. Urbanization in Tunisia 5
 
2. Shelter Trends 5
 
3. Provision of Services 6
 
4. Constraints 6
 

c. GOf Shelter Sector Policy 7
 
D. Other Donors 8
 

1. Co-Financing 8
 
2. IBRD Activities 8
 
3. KDF Activities 9
 

E. Detailed Project Description 9
 

lIt. PRa;RAM CDSI' ESI'IMATE AND FINAOCIro PLAN 17
 

A. Sites and Services Subproject 17
 
B. Urban Upgrading Sanitation Subproject 17
 

1. Thirty Cities 17
 
2. Greater Tunis 20
 

c. II; Disbursements 22
 

IV IMPLEN&'ITATION Al~ MONITOON; PLAN 23
 

A. Responsibilities of the l1ajor Institutions 23
 
B. Procurement/Contracting Plan 25
 
c. Project Implementation 25
 
D. Monitoring Plan 28
 



29 

-v-

Page 

v. SUMMARY OF PROJECI' ANALYSIS 

A. Technical Analysis	 29 
B. Financial Analysis	 34 
C. Economic Analysis	 42 
D. Social Soundness Analysis	 44 
E. Administrative Analysis	 50 
F. Envirornnental Analysis	 56 

VI. CONDITIONS AND CDVENENl'S	 61 

VII. rYALUATION PLAN	 62 

ANNEXES 

A.	 GOl' Request 
B.	 Project Authorization 
C.	 Statutory iliecklist for the PJOusing· Guaranty -Program 
D.	 N.E. Bureau Approval Cables and MeIOOS 
E.	 Lex; Frame 
F.	 Project Tables 
G.	 Project Analysis 

a.	 Economic Analysis 
b.	 Financial Analysis 
c.	 Environmental Analysis 
d.	 Technical Analysis (Upgt°ading Program) 
e.	 T~;lmical Analysis (Sites and Services Program) 

H.	 Methodology of Identifying the Sites Eligible for Housing 
Guaranty Financing. 

1.	 Implementation ScheGule 
J.	 Administrative (Organization) iliarts 
K.	 Maps 
L. Terms of Reference for the Project Paper Tecbnical Team 
M.	 IBRD - 3rd Urban Sewerage Project
 

World Bank Report - 30 Cities Project
 
N.	 KDF' - Kuwaiti Development Fund - Greater Tunis Project 



-1-


I. RECOMMENDATION AND SUMMARY: 

A. Recommendation; That, subject to the terms and conditions of the
 
Project Authorization (Annex B) an amendment of the $50 million Tunisia
 
!busing Guaranty (HG) Program Project 664-lC-004 be approved as herein
 
described.
 

B. Program Components; 

1. Approximately $14 million will provided for the Sites and 
Services/Owner built Core Housing Subproject, as herein described. 

2. Approximately $32 million will be provided for the Urban Upgrading 
Subproject, as herein described (Le. $8 million for the Greater Tunis 
Program and $24 million for the Thirty Cities Program). 

3. Approximately $100,000 from. the Pri~7ate Sector Development and 
Technology Transfer Project 664-0328 will be used to finance technical 
advisory services to assist the GOl' I S efforts to study and develop 
recommendations to address issues related to urban land use and 
infrastructure delivery. 

4. A $4 million HG loan combined with an Economic Support Fund (ESF) 
grant was previously authorized and is separately described in the 
Emergency Housing Repair and Reconstruction Project 664-0329. 

c. Borrower; The Ministry of Plan (MOP) of the Government of Tunisia (GO!') 
will borrow funds from U.S. capital markets. 

D. Project Financing and Loan Terms; The total cost of the entr-re GOl' 
program is estimated to be $144 million. ffi Guaranties will secure GOl' 
loans of up to $46 million fran u.S. Capital Markets at interest rates based 
on ':..lrket conditons at the time of borrowing and with repayment terms of up 
to 30 years. 

The International Bank for Reconstruction and Development (IBRD) and the 
Kuwait Development Fund (KFD) will provide loans of up to $34 million and 
$14 million respectively at the current terms and conditions of those
 
institutions.
 

The Government of Tt.misia and the target beneficiaries will provide a
 
contribution to the cost of the Project of approximately $50 million.
 

E. Project C-.oals and Putposes; The Project goals are to encourage more 
rational development of urban land, services and owner-built housing t.mits, 
and to improve living conditions in previously built up low-income 
neighborhoods. These goals will be achieved through the following project 
purposes: 
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1. Sites and Services Subproject; 

a) to expand the availability of serviced housing sites which are 
affordable by that portion of the Tunisian population which is at or 
below the National Urban Median Income Level, and to finance 
owner-built housing on these serviced sites. 

b) to L.,crease the availability of mortgage credit for the purc1:'.Bse of 
serviced housing sites and for the construction of housing units by 
the target low-income beneficiaIy population. 

2. Urban Upgrading Sanitation Subproject; to upgrade and expand sanitary 
sewerage and drainage in selected low-income urban slum neighborhoods and 
secondary towns. 

3. Technical Assistance S ro' ect; to improve the capacity of GOI' urban 
she ter land and se~ces agencies and municipalities to plan for and 
prioritize investment in urban land development and services. 

F. Brief Project Description; 

1. Rationale; In recent year~ Tunisia has experienced a rapid increase 
in the rate of urban poPulution growth. This growth has placed a strain 
on the available and planned serviced land and sanitation infrastructure 
in Tunis end in a majority of the secondary cities around the country. 
Being aware of this fact arxl the social, economic and environmental 
consequences of failing to adequately plan for this future growth, the 
GOT has cOlIlDitted a large portion of the budget resources allocated for 
the implementation of the VI Developm~t Plan to efforts aimed at 
addressing these problems. 

2. The Sites and Services Subproject; This subproject consists of 
prefiIlBiicing the land development agency's (AFH) development of serviced 
sites and the provision of mortgage credit to low-income beneficiaries. 
These mortgages will cover the combined cost of purchasing the developed 
sites and owner construction of core housing units. A maxilllum of 3,550 
serviced sites will be developed by AFH for beneficiaries in secondary 
towns whose income is below the national median. An equal number of 
loans to cover land purchase and housing construction. will be offered to 
these beneficiaries by the Housing SavirJf;c; Bank (Ct-iEL). 

3. The Urbc9:-! t.Tpgrading Sanitation Subproject; This subproject will unite 
The !b Program of the Agency for International Development (AID) with the 
International Bank for Reconstruction and Development (IBRD) and the 
Kuwaiti Development Fund (KDF) in a unique effort to co-finance two 
projects which are part of the GOI" s VI Development Plan (1982-1986). 
The A.LD. portion of this co-financing effort will ftmd those foreign 
and local currency costs of the GOI"s Greater Tunis Project and those 
local currency costs of the GOT's Thirty Cities Project which directly 
benefit low-income population groups and urban slum dwellers. 
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ffi loan proceeds \Ilill be passed by the cor to the National Sewerage 
Authority (ONAS) as equity contributions to finance the upgrading of 
secondary sewerage and storm drainage in selected lOw-income slum 
neighborhoods and towns. The use of II; funds will be limited to 
financing those items which are not covered by other donors and which are 
ph}sically located within eligible neighborhoods or are off-site items 
which directly effect those target neighborhoods. These improvements 
will benefit an estiIrated 21,500 families in Tunis and 25, COO families in 
secondary towns throughout the nation. 

4. Technical Assistance; In combination with this subproject USAIDtrunis 
will provide grant fUIlding to assist the GOl' to improve its capacity to 
program, manage and plan for urban growth. Two studies have been 
r.roposed for funding. They are; an ''Urban Land Needs Assessment" and a 
'Municipal Capital Improvement Study'r. 

G. ~ect Design Team; 

S. Hammam, Tearn Leader, RHUOO/NE 
S. Freundlich, NE/PD/MENA (rDY) 
B. Veret, PRE/H,GC/H (TDY) 
J. Tomaro, Senior consultant (Institutional Analyst/Economist) 
D. Kinsey, Consultant (Land Specialist) 
F. Lalande, Consultant (Engineer) 

H. ffiE/H Review Comnittee; 

J. Howley, Deputy Director 
D. Olinger, Assistant Director Operations 
D. Swerdlin, Pre.; c:ct Officer 
F. Conway, Ass istant Director Program Support 
P. Hussy, Assistant Director Urban Programs 
S. Walsh, Assistant Director Finance 

I. USAIDtrunis Senior Program Review Committee; 

J. Phippard, Director, USAIDlrunis 
D. Leibson, <lJ.ief, RHUDC/NE 
S. Freundlich, NE/PD/MENA 
A. Williams, RLA/Rabat 
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ll. PRQJEcr BAa<GRCXJND AND RATIONALE: 

A. Pro' ect Bac round; At the end of FY 79 and in the beginning of FY 80 
AID authorized a million a; loan as the first phase of Proje.ct 
664-Ib-004 to: " ... assist in financing the housing program of the GL~ for 
lew-income households primarily in the smaller population centers in the 
interior of Tunisia. II The Authorization further stated that shelter 
activities to be financed under the Project should include " ••• core housing 
projects, sites and service projects, construction and home improvement 
loans, and ne~hborhood upgrading projects". The total project cost was 
er.timated at $87.9 million of which $50 million was to be financed through 
ffi Program loans. 

Interest'rates in the U.S. then began to rise significantly and the Gal' 
never proceeded to borrowing ftmds under the Project. fuwever, beginning in 
FY 83 Gal' planners again looked to the a; Program resource to help them meet 
growing investment needs in the Housing Sector. 

Early in FY 83, as a first step in the utilization of the 11; Program 
resources available under Project 664-11;-004, the use of $4 million of the 
original ffi authorization was approved (alo~ with a $1. 75 million ESF 
grant) for loans to rebuild homes destroyed in recent flooding. Later in FY 
83 the Ministry of Plan and Finance (MOP) approached AID with a request to 
use H; resources to co-finance two important GOl' sanitation projects. One 
project focused on the Greater Tunis area and the other on Thirty secondal"Y 
cities located around the nation. Both of these projects had already been 
designed and partial financed to cover the costs of foreign exchange. 
Funding had been obtained through the IBRD and the KDF respectively. At 
the same time the Ministry of fuusing (MCH) also approached AID for 
assistance in financing its Sites and Services and Urban Neighborhood 
Upgrading Programs. The MCH was requested to prepare and finalize a list of 
proposed project sites for AID. AID then agreed to review the entire 
package of proposed projects to determine if it was appropriate for HG 
Program ftn1ding. 

RHUOO/NE and USAIDtrunis then initiated a review of the AID Shelter Sector 
Strategy in Tunisia. The Review focused on the goals and purposes of the 
originally approved a; Project and on changes in the Sector since the time 
of approval. The Near East Bureau's Regional and Urban strategies and AID's 
overall sanitation policies were also reviewed in the context of the GOl' 
requests. 

The RHUOO review of the Shelter Sector and Strategy concluded that increased 
GOl' resources would be needed to finance basic L1frastructure in the Shelter 
Sector in order to provide serviced building sites affordable by low-income 
groups in the expanding urban zones. It also concluded that special 
emphasis and attention would be required in the area of sewerage service 
provision in order to upgrade living conditions in existing neighborhoods. 
The Review led the RHUIX 1 and USAlD to conclude that in the short-term, HG 
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financing should focus primarily on assisting the GOr to address the needs 
for urban services and land. hlditionally, continued support should be 
given to the decentralization and income distribution objectives of. the 
GOl'. This could be done by increasing the capacity of GCl' institutions to 
serve urban populations and low-income groups through the provision of 
technical assistance related to financial management and development 
planning at the municipal level, as well as through spreading the impact of 
planned formal shelter programs for land and service delivery to low-income 
groups in Ttmis ia urban centers. 

In September of 1983, as a first step in determining the appropriateness of 
the proposed GOr sanitation projects for HG financing, a Water and 
Sanitation for P.ealth (WASH) technical assistance team from AIJ)/W assessed 
sector needs and reviewed the proposed GOI' sanitation projects. 

The Team recorrmended the use of HG ftmding to support the proposed projects 
based on the priority of these projects in terms of their ability to meeting 
sector needs and on the fact that residents of targetted small towns and 
certain neighborhood of Greater Ttmis quaHfied as low-income beneficiaries 
under ffi legislation. In October of that same yesr RHUOO with the Office of 
fuusing (PRE/H) reviewed the policy and legal considerations relating to the 
tbtJsing Guaranty Program authority to utilize ffi Program resources for the 
proposed GOl' Senitation projects. The above review process ]ed RHUOO and 
USAID!rtmis, in March 1984, to seek and obtain approval from the NE Bureau 
for the preparation of an Amendment to Project 664-fI;-004 (See Annex D). 

B. Project Rationale; 

1. Urbanization in Ttmisia; In 1980, Ttmisia's population of 6.3 million 
inhabitants w.qs already highly urbanized with 55% of the residents living 
in urban areas and a national rate of urbanization which was 4% per 
year. This rapid rate of growth is due primarily to a high rate of 
natural population growth (even in urban areas), to the return of migrant 
~rkers from Europe and to migration from rural to urban areas. The 
latter aCCOtmts for half of the urban population increase in recent 
years. The largest number of migrants traditionally end up in Ttmis, yet 
other parts of the country are also experiencing high net urban migration 
and urban growth rates. This indicates a growing locational shift in the 
urban shelter demand. 

2. Shelter Trends; Statistical information on Ttmisia' s shelter 
situation, as of 1980, indicates a rena.rkable improvement in both housing 
quantity and quality compared to the existing inventory in 1975. 
According to IBRD estimates a total of 193,020 tmits were built in urban 
areas during tht: 1975-1980 period. These figures reflect both an 
increase in pubL.: sector proouction and the dynamism of the Private 
Informal Sector. The latter accotmted for 50'10 of urban construction and 
lOOst of the low-income populations I supply of housing. 
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While there has been substantial improvement in the production of housing 
by the Public Sector, urban shelter demand still outpaced its cppacity to 
supply shelter, services and manage urban growth. The press' 'C~ on the 
existing housing stock and urban services has clearly increased. 
Overcrowing has become a problem with an estimated 26% of the urban 
population living in one room units in 1980 compared to 17% in 1975. 

3. Provision of Servicer.i; Over half the units built during the lY75-1980 
periOd were in contraveIltion to urban development regulations. Most of 
this informal construction is low-cost and of relatively good quality but 
lacking in services. Such growth is a direct consequence of the 
inability of public authorities to adequately respond to the increased 
demand for land and to plan for and manage urban development in a timely 
manner. The high rate of construction by the Informal Sector has 
increased the supply of units for low-income groups but it has also had 
drastic repercussions on the level of public services and the urban 
environment in areas that have developed spontaneously with little 
guidance from municipal and land development authorities. Notably the 
provision of sewerage and drainage services has failed to keep up with 
cl.sing demand. 

While access to piped water service and electricity has shown a 
significant increase in urban areas, access to sewerage facilities has 
lagged far behind the rising demand despite efforts by ONAS. The gap 
between the activity levels of the water authority (SONEDE) and the 
wastewater authority (ONAS), has adversely affected health, the 
environment and urban sanitary conditions in low-income, high density 
neighborhoods. Those areas where sanitary conditions have been most 
adversely affected are unsewered peripheral settlements and small towns 
with high densities and the older sections of urban areas where existing 
public sewerage systems are overloaded. The major reason for this is 
that individual sanitation systems in peripheral areas and other 
unsewered locations are incapable of dealing with the increased volume of 
wastewater that is generated by the greater number of connections to the 
SOOEDE piped water system. A similar situation exists in older, poor 
neighborhoods or in small towns where existing, older sewerage systems 
are unable to absorb the additional load caused by overpopulation. This 
is especially true in the medinas of larger urban centers such as Tunis 
and Bizerte. 

4. Constraints; The major constraints to meeting growing Shelter Sector 
requirements are stmmarized below: 

-The Public Sector's inability to overcome the existing backlog in 
providing infrastructure services to existing low-income areas and to 
nx=et the projected future needs of a growing urban population. 

-The Public Sector's inability to adequately supply serviced housing 
sites and provide an effective financing mechanism to meet 
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the growing demand of low-income groups for serviced urban land. 

-The lack of coordination between the parastatal agencies responsible 
for infrastructure, land finance and housing delivery, and the 
inability of these agencies to anticipate the rate development and the 
location of new housing settlement by municipalities around the 
nation. 

-The high costs and standards of publicly produced housing which 
neglects the potential of a significant proportion of the population 
to construct for itself housing units of reduced but acceptable 
standards. 

-The inadequacy of existing housing finance programs to meet the 
credit requirements of low-income groups. 

c. GOf Shelter Sector Policy; The GOl' policy in the Shelter Sector has 
shifted gradually towards satisfying the needs of low-income groups. The 
GOI' is in the process of adopting public policies aimed at: 

-giving priority to low-cost housing and discouraging luxury housing, 

-accepting Urban Upgrading as an effective program for meeting shelter 
needs of low-income groups, and 

-accepting Sites and Services and Self-help Construction as an 
alternative to the policy of financing and building the IIDre costly 
and higher standard, completed housing units. 

Policies and programs along these lines are now evolving and are likely to 
become major inputs into the VIIth Development Plan (1987 to 1991). In 
addition, as part of the VIth Development Plan's priority for regional 
development, the GOf has decentralized its Housing Invesbnent Program with 
the aim of making formal programs for financing land and housing 
construction accessible to a wider spectrum of the urban population. 

The VIth Development Plan's program for investment in housing projects calls 
for an investment of Tunisian DinarsC!'D)1.0 billion ($1.4 billion) to build 
a total of 1.6 mi.llion housing units. It is estimated that this level of 
investment is about half the level needed to satisfy the projected total 
demand. The level of investment by the Public Sector is TD555 million ($777 
million) most of which is for completed units. 

The GO!' has also recently put into place an ambitious program in the 
Sanitation Sector aimed at bringing the level of connections to sanitary 
sewer services closer to the service level available in the supply of 
water. This objective is to be achieved through the rehabilitation, 
upgrading and expansion of existing sewer systems, the provision of flood 
control and drainage, and the development of treatment and disposal 
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facilities in order to safeguard the environment and abate health hazards. 
The GO!' priority is to keep up the momenttml of development of selVerage 
systems in the urban areas which are within ONAS' purview, to extend 
progressively ONA5' services to all other urban centers and to increase 
service levels by encouraging the population to connect to sewerage 
systems. 

The GO!" s projected investment in the Sanitation Sector is TD121 million 
($169.4 million). This level of investment and the programs it supports is 
viewed as necessary if the Gel' is to achieve Sanitation Sector objectives, 
improve service rates, safeguard existing investments in directly productive 
industries, abate pollution and protect scarce water resources. Due to the 
economic priority of the p1anneci. investment program the GO!' has maintained 
projected investment levels despite budgetary cutbacks in other sectors. 

D. Other Donors; 

1. Co-financing; The GO!' program to implement the Thirty Cities Project 
and the Greater Twis Project will j05.n AID with the IBRD and the KDF in 
a unique co-financing arrangement. These respective projects have 
already been designed and approved by the Gar. Financial support from 
the IBRD and KDF has been arranged. The GCl" s contribution to these 
projects was originally comnitted under the VIth Development Plan, but 
with the unanticipated slowdown in the economy public resources have been 
reduced and the GO!' has requested ffi participation to fill this funding 
gap. 

2. IBRD Activities; The IBRn strategy in Tunisia has been to assist the 
GO!' in attaining its service level objectives for water supply and 
sewerage and to i...~crease the level of public entetprise savings through 
further improvements in management efficiency and tariff policy. The 
IBRD has played a major role in the establishment of both SONEDE and ONAS 
and has maintained a continuous dialogue with the GO!' on sector 
policies. It has financed three separate Urban Sewerage Projects. The 
Thirty Cities Project is the: third of these Projects. (For details of 
these projects see IBRD Staff Appraisal Reports for Tunisia Third Urban 
Sewerage Project; Report No. 42256-TUN, March 3, 1983 9nd PP ANNEX M.) 

The IBRD has been active in Tunisia's Urban Shelter Sector through a 
variety of operations beyond those in the sanitation and water supply 
sectors. It, like AID, has financed shelter upgrading as part of its 
urban development programs. These programs have shared the same 
objectives as AID's involvment in the Sector, namely to reduce standards, 
encourage upgrading and land development as an alternative to financing .... 
completed units. The IBRD intends to focus future activities on 
financing upgrading and on AFH' s land development program. 
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During the design process of this Project Amendment, AID has been in 
contact with the IBRD regarding the co-financing and contracting 
arrangements necessaty to implement the Thirty Cities Project. It has 
been agreed that AID would jointly finance works on HG eligible sites 
wieh AID picking up the local currency costs as discussed in section III 
of the PP. Both the donors and the Gel' have agreed to continue this 
interagency coordination effort throughout the life of the Project. 

3. KDF Activities; When the Gal' requested AID participation, the MINE 
initiated contacts with the KDF to discussed a variety of concerns 
related to the interagency cooperation which will be essential to the 
success of the co-financed Greater Ttmis Project. Once the HG Project 
Amendment is authorized, representatives of the KDF· and AID will again 
me~t to discuss and arrange the details of contracting and disbursing 

. funds.	 As in the case of the IBRD/AID co-financed Thirty Cities Project, 
both the donors and the GOl' have agreed to continue this interagency 
coordination effort throughout the life of the Greater Ttmis Project. 

E. DErAILED PROJEcr DESCRIPl'ION; An a; Program loan of $46 Million in 00 
Program funds will be utilized to finance specific portions of two important 
GOl' shelter activities. 

L Sites and Services Sf:roject; To assist the Gal' achieve its 
objective of extending rmal shelter programs to low-income groups the 
amended project will include a $14 million component to provide serviced 
sites and credit for land purchase and development and for self-help 
housing construction for below medic'n income groups. As a reflection of 
the growing shift irl urban demand patterns, the Project focuses primarily 
on the rapidly growing small secondary cities in the least developed 
regions of the cOlmtty. This activity will be undertaken within the 
context of AFH' s Land Development Program in eight small interior cities 
using AID financing that is targetted on the portions of the Am program 
which will benefit low-income groups. 

The Program relies on the Housing Savings Bank (CNFL) to function as over 
all manager of the funds and on the Land Development Agency (AFH) to 
develop the sites. This linking of CNEL and AFH will enhance the
 
institutional flexibility of both organizations by allowing them to
 
serve, for the first time, the requiranents of low-income beneficiaries 
for serviced land anci credit. The CNFL acting as manager of the a; funds 
will use an estimated $4.5 million to prefinance AFH's funding of site 
development. This prt\financing mechanism will allow AFH to deliver 
serviced sites to beneficiaries at the time that they sign up for 
IOClrtgages. This represents a major shift in both CNEL and AFH practices 
and will speed up the process of land development as well as introduce 
CNEL to an alternative 'Nay of using resources to finance shelter 
production for low-incon.'e groups. 
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The prefinancing mechanism will allow AFR to develop up to 3550 plots in 
eight towns where it has already purchased land. The serviced sites will 
be provided with roads, electricity, and water and sewerage lines and 
connections. Such connections will be made where the possibility of 
hooking up to the CNAS sewerage system exists. The sites will be 
developed according to the conventional standards set by the national 
water, electricity and sewerage utilities. Serviced plots will range 
from 100 m2 to 120 m2 depending on the availability of sewerage systems. 
This represents a major r·:duction in standards and will allow Am to 
offer lots at affordable prices to low-income beneficiaries. 

The sites will be integ;:\ted within lBIber AFR land subdivisions to 
assure a socially heterogeneous mix of residential development. A total 
of 191. 5 hectars are slated for development in the project towns, of 
which 53.25 hectars will be reserved for serviced sites (See Table 1). 
The land reserved for cormnunity facilities (schools, clinics, etc) will 
cover an estimated 15% of the gross site area and will be sold to the 
various GO!' ministries (Health, Education, etc,,). The remaining land 
will be taken up by roads, and sites developed under AFH's regular 
program for middle income groups (An illustrativ~ example of the site 
development is provided in Annex G-5). 

The proposed subproject will also demonstrate the feasibility of 
providing IWrtgages for both land purchase and self-help housing 
construction. These mort9ages will be offered for the first time to 
purchasers of lots in AFH s regular Site Development Programs. l'hey will 
increase the accessibility of serviced land to low-income groups and 
encourage private housing development at standards and costs which are 
below those of tre completed housing tmits produced by the public 
sector. 

Once the serviced sites are completed by AFH, CNEL will recover the funds 
advanced to AFH by offering beneficiaries a singlE: IOOrtgage loan enabling 
them to purchase the sites and construct a dwelling of up to 25 m2. A 
total of 3550 below median income beneficiarie... are expected to benefit 
from this loan program and will build their homes either through owner 
self-help methods or by contracting with private small-scale builders. 

CNEL will offer the mortgage loans 011 the basis of a 10% down payment by 
beneficiaries and at an interest rate. of 7% per year over 15 years 
including a Grace Period on principal of 1 to 2 years during the period 
when the beneficiary is building his!her home. The construction of these 
self-help tmits will be undertaken with technical assistance provided by 
the MOO in the form of IIXXiel plans and construction supervision. To 
avoid speculation, housing construction of the initial core must, in 
accordance with AFR regulations, be completed within a period of 2 
years. 
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TAnLE 1 

SITES AND SERVICES 
PROGRAM 

Ar~D to he Area designatllu forNo. City Number of low­
Jevelopcd serviced ~itcs income plots 

5.00 HA 3331 - HAJEB EL AYOUN 13.00 HA 

-,---- ---------------­ ----------- -------------~-----------------------­
25.00 HA 7.00 HA 4672 - TAJEROUINE 

-----------~--------------------~-------------------

J - GUARD IMAOU 7.00 HA 46714.00 HA 

-----~---------------- -----------~--------------------~-------------------

10.00 HA 5.00 HA4 - SBEITLA 333 

-----~----------------

7.00 HA14.00 HA 4675 - KASSERINE 

-----------~----------------------------------------

70.00 HA 10.00 IfA6 - KEBIL! 666 

~---------------- ---------------------------_._---------------------­
10.00 HA7 - TOZEUR 33.00 HA 666 

----------------_._--------------~-------------------

12.50 itA 2.25 HA 1508 - JELMA 

191. 50, HATOT A L 53.25 UA 3549 
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The IOOrtgage loans will be disbursed by CNEL according to progress on 
construction with an initial 25% of the loan being available to initiate 
construction and the last 25% of the IOOrtgage axoount being disbursed upon 
completion of the roof. 

Beneficiary selection will be a joint responsibility of the concemed 
municipality, AFH and CNEI.. The municipality will initially prepare a 
list of potential beneficiaries. AFH will then add to the list from its 
record of requests for serviced plots and CNEL will then evaluate the 
income and credit worthiness of beneficiaries. A maximum of 2Oic. of the 
beneficiaries will be below the median income level CNEL and FOPRa..OS 
savers who have completed their Saving Plans. The remainder of the lots 
will be available to other salaried and non-salaried households chosen on 
a lottery basis once the number of requests are greater than the number 
of available lots. 

2. Urban Upgrading Sanitation Subproject; To assist the GCI' achieve its 
objective in extending and upgrading sewerage and drainage coverage, the 
amended project will include a $32 million component to be implemented by 
mAS over a period of 5 years. Through the Urban Upgrading Sanitation 
Subproject ONAS' responsibilities will be extended to an additional 
Thirty municipalities. The systems that are installed will represent the 
least-cost solution to the sanitation problems at the particular sites. 
Sewerage and drainage services will be provided on a cost recoverable 
bas is to low-income beneficiaries. 

The fLmding proposed would be borrowed by the GOf and passed on to ONAS 
to complement the financing needed to support the following activities: 

a. The Thirty Cities Subproject; ONAS with IBRD assistance has 
designed a project for improvements in sewerage and stormwater 
drainage in thirty secondary towns with an average population of 
16,000. The overall objectives of the Project are; to increase the 
number of household sewer connections, to improve urban sanitation and 
abate pollution, to provide stormwater drainage and to assist the 
Gal" s efforts to develop a teclmically capable and financially 
self-supporting sewerage sector. 

1. AID Assistance; AID will guaranty loans of $24 million to be 
used on a joint-financing basis with the IBRD and Gar to extend 
sewerage and/or drainage services to selected low-income 
neighborhoods and towns characterized by slums conditions. 
Targetting AID financing in this manner will ensure that the 
low-income areas included in the overall project will receive 
priority attention and that the areas of greatest need are fully 
served. 

In the fifteen or more specific sites which qualify for HG 
assistance, the a; resources will be used to partially fund the 
following outputs: 
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-upgrading of low-income neighborhoods covering a total area of 
1000 hectares through the provision of 124 Kms. of sewerage 
and/or drainage lines; 

-a total of 15,500 new household sewer connections increasing 
the average connection rate within these fifteen sites from 20% 
to 58%; 

-provision or extension of treatment systems in four of the 
towns; and 

-provision of 7 Kms. of stormwater collectors in areas of three 
of the towns where stagnant rainwater creates health problems. 

The subproject covers the rehabilitation and expansion of 
existing sewer and stormwater systems in fifteen of the thirty 
towns distributed geographically as follows: . 

TABLE 2 

GECGRAPHIC DISl'RIBurION OF THE THIRrY CITIES PROJECT SITES 
Region SITES 

North Fast	 Bizerte (low income 
neighborhoods of Zarzouna 
and cite Andalous) 

Center Fast	 Menzel Temine, Sayada 
Lamta Boo Hajjar, Kalaa 
Saghira, Sa..'1line, Msaken, 
Ksour Essaf. 

Center West Mahares, Sbei.tla, Sidi 
Bouzid. 

South Nefta, Medenine, Tataouine. 

These towns represent a potential list of prioritized sites 
eligible for II; financing. They have been selected according to 
criteria which took into account both sanitary conditions and 
incomes. The roost important criteria were; unsanitary conditions 
due to the total L.tadequacy of existing wastewater and drainage 
facilities, high urban densities, and a low-income population (See 
Annex H). 

The poor shelter conditions within the towns to be assisted by ffi
 
ftmds are stmmarized below:
 

-Four of the towns (Sbeitla, Mahares, Hedenine and Ksour Essaf) 
are completely without collective sewerage systems and t"~ly on 
individual systems. The efficiency in operation of these 
individual systems is hampered by one 
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or a combination of the followLT'Jg conditions: insufficient soil 
permeability and underdesign of the facilities, proximity to 
river beds or the sea shore, insufficient distance from nearb)r 
groundwater, high urban densities causing insufficient 
permeability, and lack of storuxirainage and exposure to frequent 
flooding. As a result of these factors sanitary conditions 
within these towns are characterized; by overflow of effluents 
directly into the streets or open drainage ditches, reversal of 
water flows into soak ways caused by swellings and high tides, 
contamination of well water used for drinking, and frequer.t 
flooding. 

-Nine of the remaining ten towns fall into a category of towns 
where individual systems are combined with a small sewer system 
which serve the center of town. The existing sewerage 
connection rates in nine of the towns where a small systan 
exists are generally below 20% compared to an average of 4Cflo for 
the urban population nationwide. Sanitary conditions are 
usually inadequate in these towns due to; the rapid rate of 
connection to the water distribution system which causes 
envirornnental hazards due to the large volume of wastewater 
discharged into river beds (Sahline, Sayada Lamba, Bou Hajjar, 
Ksar Hellal, Teboulba, Nefta, Sidi Bouzid, Kalaa Sghira); the 
obstruction of the systans; the poor quality of sewer pipes 
which cause frequent leakages and contamination of groUl'ldwater; 
and the lack of adequate facilities which will allow the reuse 
of water in scarce water resourcesceas (iee. Nefta, Sbeitla). 

-In the tenth town, Bizette, two low-income neighborhoods were 
selected for improved sewerage and drainage. 

The use of l-G Program funding ~ri.ll be limited to financing the 
costs of ONAS sewerage and drainage facilities needed to deal with 
the problans described above. Thus the project will finance 
sewerage and drainage facilities within the neighborhoods, and the 
secondary systans, the primaries systems and the waste treatment 
systems which are reasonably allocable to the upgrading of target 
neighborhoods and towns. The specific activities within each site 
will vary according to prioritized needs, however most of the 
activities will focus on the extension of sanitary sewerage lines 
in order to allow low-income households to connect to sewerage. 

b. Greater Tunis Su ro' ect; The AID input to this subproject will 
consist of million to be utilized to upgrade living conditions in 
four of the neighbOrhoods targetted for sewerage and drainage works 
under t:lE~ Greater Tunis Project. The Project, which is partially 
funded by the KDF, was designed to include major works; to increase 
the number of house connections to sewerage systems, to rehabilitate 
existing combined systems, to provide primary sewers to new urban 
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areas not foreseen in the Tunis Master Plan, and to construct main 
drainage canals and primary/secondary drainage in selected project 
areas. The l{; funded project components will focus on those works 
which directly benefit low-income neighborhoods. Specifically, they 
will focus on upgrading a total area of 845 hectars and improving the 
envirorunent for 133,000 residents through; recalibration of existing 
systems serving an estimated iOO,OOO residents, the provision of an 
additional 2,500 household sewer connections, stormwater drainage 
benefitting an estimated 10,000 residents, and the extension of
 
treatment systems to reach an additional 19,500 residents of
 
low-income areas.
 

The specific components which will be funded under the overall Greater 
Tunis Project ccnsist of sewerage and drainage construction elenents 
within the low-illcome sites. The HG Greater Tunis Project will 
finance both the local and foreign costs of upgrading the 
spontaneously developed areas of EI Aouina, Sidi Daoud and Djebel 
Jelloud, as well as the recalibration works which will serve the 
medina in Ttmis. To ensure smooth implementation of the overall 
Project, consultants will assist ONAS in the design and supervision of 
the 'ttOrks. The ffi funds would be used to finance the following; 

i. Construction of 7.5 kms. of combined sewerage and drainage 
serving the medina of Ttmis, 

ii. Construction of 5.1 kms. of secondary sewerage lines in the 
spontaneous settlement 'of EI Aouina and in the low income 
neighborhocxl of Djebel Jellou:!, 

iii. Construction of 13.4 kms. of primary and secondary drainage 
systems in El Aouina, and Sidi Daoud, and 

iv. Tunisian engineering services for design and supervision of 
works on 1£ eligible sites. 

3. Technical Assistance; A third and connected element of the overall 
AID involvment in the Shelter Sector of Tunisia will be the provision of 
technical assistance grants from the ESF funded Private Sector 
Development and Technology Transfer Project 664-0328 to aid the GO!' in 
the analysis required to design and formulate urban programs and policies 
for their next Five Year Development Plan. An estimated $100,000 of ESF 
funds VvUuld be required to assist the GO!' to address land and service 
delivery issues and related municipal management and finance questions. 
These resources will fjnance an "Urban Land Needs Assessment" focusing on 
the needs for land ~d infrastructure for new and existing housing and a 
'~icipal Capital Improvement Study" which will assist a representative 
municipal government prepare an Economic and Financial Development Plan 
to coordinate short and long-range investments in the Shelter Sector. 
Both of these stu:!ies will allow AID to participate L~ policy dialogue 
with the GOr on the two areas which present the major challenge to 
further shelter and urban development (Draft Terms of Reference for the 
two studies are inclu:!ed as Annex G- (e) . 
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The KDF is also funding a contract for a consultant advisor to ONAS on 
the Greater Tunis Project. AID will not be participating in the funding 
of this contract. 

Additionally, the IBRD portion of the Project provides for maintenance 
and data processing equipment, and for consultant services related to 
design and supervision of construction work. Two stulies are also 
incluled under the IBRD portion; 

-a feasibility study for ONAS to take over 10-15 new centers and for 
the reuse of treated sewage for industrial and agricultural purposes; 
and 

-a computer and information system sttxly. 

Both of these sttx:1ies will further help ONAS to achieve the objectives 
set for it. (i. e. catching up with the backlog in the provision of 
services in Tunisia and addressing one of the major environmental 
problems facing ONAS current operations. See Section V.F. of the PP for 
details.) 
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III. PRQ;RAM cosr ESfIYJATE AND FINAOCING PLAN: The total AID financing for 
the Project calls for use of $50 million in funds. Of this amount, $25 
million was authorized in FY 79 and FY 80, and $4 million will be borrowed in 
FY 84 for flood recoo')truction. The amended project will therefore utilize 
the balance of $21 million remaining from the earlier authorizations along 
with an additional $25 million to be authorized upon approval of this Project 
Amendment. 

These funds will be used to support two Shelter Programs with a total cost of 
$144 million. First, a total of $14 million will be used in combination with 
GGl' and beneficiary financing to fund the development of serviced sites and 
housing construction by low-income beneficiaries in the interior towns of 
Tunisia. Second, a total of $32 million in combination with the IBRD, KDF, 
the Gal' and ONAS, will finance the Urban Upgrading Sanitation Subproject 
within the context of VIth Development Plan sanitation programs; the Thirty 
Cities Subproject and the Greater Tunis Subproject. Table 3 provide a breakout 
of the cost of the various project components by source of funding. 

A. Sites and Services Subprojects; Total program costs are estimated at 
$20 million of which AID will provide $14 million, beneficiaries $1.4 
million through downpayments and the GOI' $5.2 million. The costs for the 
AID funded component were calculated on the basis I)f land prices and land 
development costs on 3,550 sites and on the cost of self-help construction 
of 3,550 units. Total costs for land development are estimated at $5 
million and the costs of construction are estimated at $10.4 million.' These 
costs would be financed by the HG loans and by beneficiary downpaYments. 
All costs would be recovered through the roortgage credit extended to 
beneficiaries. Additionally, beneficiaries would also pay for the costs of 
connections to sewerage and other utilities. However these costs have not 
been included in estimating total program costs. The Gel' contribution 
consists of the costs of acquiring the land developed by AFH for conmunity 
facilities and will be budgeted by the various Gar institutions. 

B. Urban Upgrading Sanitation SU1rojects; This ccmponent of the Project 
calls for use of ffi funds for the ollowing two sub-projects. 

1. The Thi Cities Su ro .ect; Total costs for this Subproject are 
estimated at mi ion to e financed from three different sources, the 
GOI', the IBRD, and AID (see Table 3). This total cost includes a local 
currency component of $40 million (54%). The contribution and terms of 
financing from each of the funding sources are as follows: 

a. The GCl'; The local contribution in the amount of $16 million will 
be in the form of CX'lAS internal cash g~.1eration, customers 
contributions, and a GCl' contribution. This amount will fund local 
costs of works on sites not eligible for ffi financing, as well as a 
portion of the local costs on sites selected for ffi financing. 



TABLE 3 

SUMMARY COST ESTIMATE AND FINANCIAL PLAN 

(U.S. $ 000)* 

*Note: All total s and sUb-total s have been r~unded to nearest whole number. 

I 
00 
~ 
I 

Uses 

Uroan Upgradlng 

1.Thirty City Project 
a) Sewerage &Drainage 
b) A &£ (design and 

supervision and 
Studies) 

c) Miscellaneous 
d) Physical Contigency 
e) Price Contigency 

FX 
AID 

LC 

11.6 
1.5 

-
3.8 
1.7 
5.8 

FX 

-

GI[}l 
LC 

11.4 

-
-

1.2 
3.7 

. IBRD 
FX 

16.8 
2.3 

-
4.4 
2.3 
7.9 

LC 
KDF 

FX LC 
I Beneflclanes 

LC 
(downpayments) 

i 

Total 

39.8 
3.8 

8.2 
5.2 

17.4 

Sub-Total (rounded) 

Z .l:ireater Turn s ProJect 
a) Sewerage &Drainage 
b) A &E (Design & 

Supervision) 
c) Physical Contigency 
d) Price Contingency 

1.3 

.2 

.6 

24.0 

4.4 

.4 
1.2 

5.1 

1.9 

16.0 

13 .0 
.5 

1.4 
5.7 

34.0 

8.6 
.8 

.9 
3.7 

74.0 

32.4 
1.3. 
2.9 

13.1 

Sub-Total (rounded) 

3. Sltes & Servlc~s 

a) Land 
b) Housing " 

c) Community 
Facilities 

Sub-Total (rounded) 

TOTAL 

2.0 

2.0 

6.0 

4.5 
9.5 

'-'14.0 

-
... ~--

44.0 

7.0 

7.0 

21.0 

5.2 

5.0 

42.0 I 34.0 

--­ -­

14.0 

14.0 

.7 

.7 

1.0 

1.0 

50.0 

5.2 
10.2 
5.2 

20.0 

I144 



TABLE 4 

COSTING OF PROGRAM OUTPUTS/INPUTS 

(US $ 000) 

Tunisia Low cost Shelter and Sanitation l!pgrading Project 664-HG-004 New 
(Amounts have all been rounded to the nearest whole number) "TRevised 

I 
0\ 
~ 
I 

Program Inputs 
1) Thirty Cities 

Program Outputs 
2) Greater Tunis 

AID (H.G. Program Loan) 24.0 8.0 

IBRD Loan 34.0 -

KDF Loan - 14.0 

GOT Contribution 16.0 28.0 

Beneficiaries - -

TOTAL 74.0 50.0 

3) Sites &Services 

14.0 

-


-


5.0 

1.0 

20.0 

Total 

46.0 

34.0 

14.0 

49.0 

1.0 

144.0 
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b. The IBRD; The IBRD loan in the amount of $34 million will be used 
to finance the total foreign exchange costs of sewerage and drainage 
VT.)rks, the costs of purchasing new maintenance and other equipment as 
well as the costs of consultant sttxiies and technical assistance to 
OOAS. This loan was contracted in 1983 at a floating rate of 11.43% 
for 17 years with a 3 years grace period. 

c. The AID financing; AID financing will be limited to the local 
currency component of program costs within or reasonably allocable to 
trose neighborhoods in the overall program characterized by slum 
conditions. The BIOOunt of AID financing will also be limited to the 
percentage of the population in those neighborhoods which is below the 
median income, except as may be justified by special circumstances. 

The costs of improvements in or allocable to the neighborhoods 
tentatively identified as meeting these conditions are shown in Annex 
H. Each of these Subprojects will be reviewed and neighobrhood 
inccmes evaluated. A percentage of total costs will be determined for 
each subproject representing the lower of; (a) the local cost 
component based on IBRD breakdowns of foreign exchange and local 
costs, or (b) the proportion of below median income households. This 
percentage will be the basis for disbursements of I-G financing. 
Requests for disbursement will be based on the same documentation of 
project progress and expenditures as submitted to the IBRD. Double 
counting will be avoided since the IBRD will finance only the portion 
representing foreign currency costs while AID I s financing will be 
limited to local currency costs. 

Estimated costs allocable to HG financing are detailed in Annex H and 

to be firiBriced from three rferent sources; the AID, the r~F and the 

summarized in tables 3 and 4. These show a total AID contribution of 
of $24 million. 

2. The Greater Tunis Subproflct; Total subproject costs are $50 milliQn 
'..-­

GOl' • 

a. AID contribution; The AID financing of $8 million represents the 
total cost (foreign and local) for sewerage and drainage works to be 
undertaken in four low-income neighborhoods which are incltxied in this 
Subproject. The AID contribution will consist of all costs associated 
with works and materials at specific sites. 

b. KDF contribution; The KDF contribution to the Project will total 
$14 million for direct foreign exchange costs including an advisor to 
ONAS. The KDF loan will' be made at 3% over a period of 20 years with 
a grace period of 5 years. 

c. GOI' contribution; The GCf contribution will be $28 million 
approx:rmately 56% of total costs of the Project. These Gar funds will 
cover both local costs and indirect foreign exchange costs on sites 
not financed by the II; loan. 



TABLE 5 

ESTIMATED PROGRAM EXPENDITURES BY FISCAL YEAR 

(US $ 000) 

, 

I 
~ Community faci 11 t1 es* 
N 
I 

TOTAL (rounded) 

_.... _-_.... , _.~.-

AID GOT IBRD KDF Sites and Services 
Beneficiaries 

Downpayments 

- 1.4 1.2 "­5.7 .2 'j 4.0 .5 
7.• 4 :-g--'-­ 7.3 '----z:o -··-,,·------··.1 .. , --. ­ _. 

9.7 .6 '6':5 ·--~T.o "-'-"-:7 ...._-_._- ".. " 

12.2 
. 

1~ .U 11:0­ 3.0 
---_._-­

8.0 1.G it.o - -_.... 
3.0 -_. "_4 . '---". -_ ...... 

3.0 4.1 2.5 
__.• ____ ••••• r 

-
5.2 

.._­ .­- - -
, ..'.i­

46.0 49.0 34.0 14.0 1.0 

* Schedule for construction of community facilities to be determined with final approval of sites. 

Fiscal Year 

1983 
1984 
1985 
1986 
1987 
1988 
1989 

-._.. . . ... -. 

Total 

..~ ...2.6 ...... 
16.4 
27.3 

"26.5 
-- 38.2' 

HL6 . 
9.6.. 
5.2 

144.0 
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C. Disbursements; An estimated expenditure schedule has been developed for 
the total program incltxiing IBRD, KDF, and Gar outputs crabel 5). The HG 
funds will be fully disbursed by 1989 when all works will have been 
completed on the HG eligible sites. The balance of work on other sites will 
be completed by 1990. The disbursement of HG funds is projected on the 
following schedule: 

TAFLE 6 

EsrIMATED S01EDULE OF THE DISBURSEMENl' OF HG FUNDS 
(U.S. $000) 

---r-- I984 ,1985 1986 1987 1988 1989 Total I1--------+-------'-----+----+----+----+-----4---~ 

I
Thirty Cities I 1.8 3.1 
Greater Tunis .5 1,.0 
Sites & Services 3.4 3.3 

I

5.6 
1.0 
3.1 

7.0 5.0 24 I1.5 
2.0 2.0 1.5 8 i 

I3.2 1.0 14 I 
! 

::::To~t-a-,;"l-----i-:=.-.....---...::-7"'---+-~:--o;--t---.:~~-~"""""""-,.r------,..----~---O46 i 

cr:mmulative 
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IV. IMPLF1-1ENrATION AND tvmn'OROO PLAN: 

A. Responsibilities of the Major Institutions; The GOl' Ministry of Plan as 
borrower will channel $32 million required for financing of the Urban 
Upgrading Sanitation Subproject to ONAS on tr.e basis of an equity 
contribution and $14 million to finance imp lementation of the Sites and 
Services Subproject will be channeled through AF1i and CNEl.. to project 
beneficiaries. 

1. Sites and Services/fuus' Credit S ro .ect: Acting primarily 
throug an a ~ lB.t... inst~tution, , t e Ministry of Housing (M<H) 
will be the technical ministry responsible for the Gel" s Sites and 
Services/Housing Credit Program. The Mat will be directly responsible 
for providing model tmit designs for the housing units to be built by 
beneficiaries and for monitoring the construction of the housing units. 

AFH will be responsible for overall execution, management, and 
coordination of the Program. It has already acquired the needed land and 
will be responsible for the development of the serviced sites, by locally 
contracting for the civil works and site development and for the 
construction supervision. On some of the sites engineering is already 
Lmderway and on other sites preliminary approval of plans by the Regional 
Sulxlivision Comnission has been obtained. AFH has agreed to revise its 
site designs once the a; Project is authorized. These revision will be 
then be submitted to RHUOO for approval before they are resubmitted to 
the Regional Subdivision Commissions for final acceptance and 
incorporation into their Master Plans. Upon completion of the works, AFH 
will deliver serviced plots to beneficiaries and issue land titles 
secured by a mortgage with CNEL. AFH will also sell land reserved for 
community facilities to the appropriate Ministries. 

QlEL, serving as a financial manager for the loan will also prefinance 
AFH's site development works. CNEl. wi.ll verify income and process 
IOOrtgages to eligible beneficiaries ior land acquisition and self-help 
housing construction. 

Apart from chairing the beneficiary selection process, municipalities 
will als~ be responsible for maintaining AFH-developed stormwater 
drainage systems, roads, street lighting, and open space, providing solid 
waste c :sposal services, and acquiring serviced sites designated for 
certain municipal community facilities and building these facilities. 

The beneficiary selection process will be a joint responsiblity of the 
Municipalities, AF1l and CNEL. Municipalities will chair the Beneficial--y 
Selection Comnittee for the program and prepare an initial list of 
potencial beneficiaries. AFH will add to the list from its recon:is of 
requests for serviced ?lots and CNEL will evaluate· the credit worthiness 
of potential beneficiaries. There will be two selection procedures: (a) 
a maximum of 20% of the sites and services plots will be reserved for 
CNEL and FORPa..CS subscribers, below the median income, who [.ave 
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completed their official savings plan and live in the Mtmicipality. 
These plots will be distributed based on the date of application and 
enroll.trent in the two financial schemes, and (b) a minimum of 80% of the 
sites and services plots will be made available to other salaried and 
non-salaried households living in the rmmicipality wno do not own a house 
and are below the median income. These plots will be distributed on a 
lottery basis if there are IlDre requests than available plots. 

Several subagreements will be prepared by the implanenting institutions 
for the execution, operation and maintenance of the Sites and 
Services/Housing Credit Program. 

First, an agreement between the Gill' and CNEL wi'.2.. delegate authority to 
CNEL to serve as a manager of the ffi funds and sIfecify the scope and 
terms of the sites and services/housing credit program. 

Second, an agreement between CNEL and AFH will provide for CNEL 
prefinancing of AF1l site development work, CNEL management of t!:'.a 
beneficiary selection process, the reservation of up to 2070 of the plots 
for CNEL and FORPCLCS subscribers, and sale by .AFH of serviced plots to 
designated benef5~ia.ries. 

Third, an agreement between .AFH and each of the Municipalities will 
specify the scope and timetable of the AFH project, provide for the 
Municipality's role in the beneficiary selection process, and address the 
Municipality's land acquisition, public services, maintenance and 
cOIImIUIlity facilities operation responsibilities. The agreanent will also 
specify the respective roles of AFH, MOO, and rmmicipal staff in issuing 
building permits and monitoring and supervising site development and 
housing construction. 

Fourth, a sales contract between beneficiaries and AF1l will include 
~tandard terms, such as measures to minimize purchases for speculative 
purposes by requiring purchasers to; (a) begin contruction within one 
year fran the date of purchase, (b) canplete the initial core of housing 
within two years, (c) give the municipality or AFH a right of first 
refusal for five years in the event of resale, and (d) use the property 
for a primary owner-occupied residence. 

2. Urban Upgrading Sanitation su~roject; Technical monitoring and 
supervision of the construction 0 sewerage and drainage works will be 
the responsibility of ONAS which will be assisted in this task by 
engineering consultants. These consultants hav,;) already started the 
preparation of final studies and will assist in the preparation of tender 
documents and supervision of the construction work. The works are 
grouped by sites in order to facilitate procurement of materials and 
contracting for civil works. ONAS will have' cesponsibility for the 
technical monitoring and supervision of all phases of the project from 
the design of civil works, to their execution. ONAS will also be 
responsible for maintenance once the works are completed. 
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B. Procurement/Contracting Plan; 

L Sites and Services smroject; Procurement of materials by AFI-l will 
be bid on the basis of oear competitive bidding following AFH standanl 
procedures. The self-help construction will rely on beneficiaries to 
contract for materials and labour needed to build their own homes. 

2. Urban Upgrading Sanitation Subproject; 

a. The Thirty Cities Subproject; International competitive bidding 
(ICB) , following IBRD guidelines, will be used for awarding major 
civil works, equipment supply and pipe laying contracts. Contracts 
will be grouped as far as practicable to encourage international 
competition. ONAS will have responsibility for acquiring all 
materials and making them available to contractors. Treatment Plants 
under the Thirty Cities Subproject will be grouped into two separate 
contracts. One contract for equipment supply and installation and 
another contract for civil works. These contracts will also be 
awarded under the IBRD guidelines for ICB. Small contracts for 
equipment and worlr..s which are not expected to attract international 
competition will be awarded using ONAS procedures for local 
competitive bidding. 

b. Greater Tunis Subproject; The same ICB procedures will be followed 
for this portion of the Project as for the Thirty Cities portion of 
the Project. lbwever, the works and supply contracts will not 
separate materials and civil works for II; eligible sites from sites 
funded solely by GOl' and KDF. Rather, all materials for the entire 
subproject will be bought under 2-3 subcontracts and civil works 
contracts will be divided by areas rather than individual sites. The 
result is that AID, GOI' and KDF may be financing portions of the same 
contract. 

This has raised an issue concerning the possibility of the inclusion 
of Restrictive Trade Policies (i.e. Arab boycott) in the award of 
contracts for civil works and materials. To avoid this problem AID 
has explored several alternatives. That of separate but parallel 
financing may not be feasible for ONAS because of fiscal desireability 
of grouping several sites into one contract. As a result AID will 
monitor this issue through the following Contract Approval Process. 
AID will retain the right to approve the competitive procedures, the 
Invitations For Bids and the contract awards for all contracts it is 
co-financing with the KDF. This process will include the right to 
review award procedures which appear questionable. AID will then 
retain the right to wittrlraw from financing any contracts where the 
process or award unjustifiably excluded a potential bidder. 

C. Project Implementation; It is estimated that implementation of the 
GOr's Programs in both the Sanitation and Housing sectors will be completed 
within six years (i.e. 1990). The HG funded portions of these overall 
programs should be completed within five years of signing the a:; Agreement 
(i.e. 1989). Below are illustrative tables of the estimated Implementation 
Schedules for the individual elements of the cor Programs. For a more 
detailed illustrative implementation schedule of each of the subprojects see 
Annex I. 
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TABLE 7 

GREAT~R TUNIS AND THIRTY CITIES PROJECTS* 

mplementat10n Phases Years 
83 84 85 86 87 83 89 90 
l~j4 l~j4 l~j4 Ilj4 l~j4 l~j4 l~j4 l~j4 

,A )Mater1 aI procurement and de 11 very 1r1C 

1. Th1rty C1t1es ProJect 
a.Preparation of Documents •••••.•.•• 
b.Bidding Process •••.••••••••••••••• 
c.Actual Work .••••••••••••••••.••••• 

2. Greater Tunis Project
a.Preparation of Documents •••••••••• •
b.Bidding Process •••••••••••••••••••• I 

c.Actual Work ••••••••••••••••••••••• . 
(B)Execution of Civil Work *** 

1•Th1 rty C1t1 es ProJ ect 
a.preparation of Documents ••••.••••• 
b.Bidding Process •.•••.•••••••••••••• 

I c.Actual Work •••••••••••••••••••••••. I 

2.Greater Tunis Project II a.Preparation of Documents •••••••••..
I b.Bidding Process •••••••••••••••••••• 
~ c.Actual Work ••••.•••••••••••••••••• •C)Wastewater Treatment Plants **** 

I I.Procurement & DeI1very ••••••••••••••• 
2.Civil Works ............•...•...•..... I , I! 

*NOTE: The Schedule represents an approximation of the time required to complete
implementation of the total Greater Tunis and Thirty Cities Projects 
including all components funded by HG/AID, IBRD, KDF and GOT. 

COMPONENTS ELEMENTS OF EACH IMPLEMENTATION PHASE: 
**(A) Procurment of pipes (primary &secondary) and pumping station components.

***(8) Recalibration, household connections, sewerage and storm drains. 
****(C) Procurment, delivery, construction and installation of Wastewater 

Treatment Plants. 
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TABLE 8
 

DESCRIPTION 

l. Land Acquisition 

2. Plans, Approvals, + Contracts 

3. Design + Approval of Sites 
+	 Services Plots 

4. Infrastructure 

I 5. Plot Allocation + Land Sales 
r-... 
N 
I 

6. Housing Credits + Construct. 

7. Connecti ons . 

8. Contl1uni ty Facil i ti es * 

SITES AND:SERVICES IMPLEMENTATION 

-- -_. --_....-. ­
.1984 

4 

: 

. 1985 
i 1 ~ 2 3 4 

1986 
1 2 r:l- ­

1987 
12'~'3 "4-­ 1988'''r-- 2'~ j"-'4'~ 

x 

xxxxx 

xxxxx 

xxxxx 

xxxxxxxxxxx xxxxx	 -
xxxxxxxxxxxxxxxx 

xxxxxxxxxxx 

xxxxxxxxxx xxxxxxxxxxxx 

xxxxxxxxxx xxxxxxxxxxxx xxxxxxxxxxxx ._...-.-_ ...... 
xxxxxxxxxx xxxxxxxxxxxx xxxxxxxxx(l) 

~_.1~89 . 
1 2 . 3 1 2 3 4 

xx , -....--_.­
xxxx 

.._•.. ,~'-.--" 

.....,.........,--_._... _.
 

.__._-...-..'_ .......
 

-'_....... "- .. ' - ­~ 

" '. 

...--._,* 

__,.__ '" _'_.0 . 

*	 Community Facilities will be constructed as needed. though land would be available for the full 
complement of facilities to serve the total site. 
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D. Monitoring Plan; The detailed information required to monitor a HG 
Project on a continuing basis is contained in the Program Implementation 
Plan (PIP) which is developed as part of the Project Implementation 
Agreement. This document combines scheduling, design standards, costs, and 
a variety of applicable implementation monitoring procedures. A ccmplete 
and updated PIP is required for AID approval of each disbursement of loan 
funds. RHUDO's continual responsibility to review and approve the PIP, 
prior to each disbursement, provides an opportunity to keep the Project on 
its intended course and to initiate revisions of the PIP as required during 
the life of the Project. . 

RHUOO/NE plans to hire an additional staff member to assist in the ongoing 
IOOnitoring of this a; Project. It is anticipated that this (PSC) staff 
memb(~r will be a qualified and experlencoo Tunisian engineer. The engineer 
will make quarterly site visits to ONAS and AFH subproject sites. Site 
visits will be utilized to monitor progress of construction and review site 
plans, specifications and the management of cost control systems by the 
implementing agencies. In addition, QJarterly Progress Reports will be 
provided to RHUDO by ONAS and AFH on all aspects of the project work. These 
Reports will be reviewed by the RHUOO PSC engineer. 
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v. SUMMARY OF PRQJEcr ANALYSES: 

A. TECHNICAL ANALYSIS; 

1. Sites and Services Su ro"ect' 111e Ministl:)7 of Housing (MCH) is 
respons e or t e coordination of the GO!" s National Housing Program. 
The a; Subproject relies on CNEL to function as the overall financial 
manager and on Am for the acquisition, development and sale of serviced 
housing sites for the target beneficiaries. 

a. Technical Capability of Implementing Agencies; As part of the 
Project Design Team's analysis, the technical capability of the 
implementing agencies, Am and CNEL was reviewed (See Administrative 
Analysis). In addition, Team menbers visited ~ number of the proposed 
project sites and a number of already canpleted Am sites. As a 
result, the Team concluded that "AFH is well .::;taffed and has had more 
than a decade of deoonstrated capability in carry~ out this fl.mction 
(developing serviced housing sites) II and that CNEL • .• is a well 
managed institution with firmly established procedures hctvi.ng the 
capability to Ca1."'l:)7 out its role under the (subproject)." 

b. Site Selection; A two-step process was used in selecting sites to 
be developed under the Subproject. Initial selection was completed by 
an Am review of its current portfolio of sites under active plBIUling 
for which it had acquired the land. A total of seventeen sites were 
proposed for funding all of which were in interior cities. A second 
stage selection was made by the Project Design Team working with AFH 
to pePDit a ranking of the sites by expanding the criteria to include 
land control and urban planning objectives, social and economic 
integration potential. The eight sites finally selected are either 
parts of already adopted Local Land-Use Master Plans or have been 
approved by the appropriate regional plBIUling officials for inclusion 
in soon to be completed Local Land-Use Master Plans. In addition, 
each of the selected si~es meets technical criteria for physical 
suitability and accessibility and has good potential for be~ 
integrated into proposed subdivisions. Lastly work on most of these 
sites can be initiated almost imnediately to assure prompt 
implementation. 

c. Site Development; The sites will be developed to the conventional 
standards AFH uses for inf:dStructure services, based on standards set 
by the national utilities agencies for water, sewerage and 
electricity. AFH already owns all the land required for development of 
the selected sites. This ensures that delays will be minimized, since 
the land acquisition process is lengthy and difficult co predict. The 
sites. incl;Jde both new neighborhoods and extensions of existing 
neighborhoods. They all have the potential of being successfully 
integrated into the urban structures of the towns in which they ~re 

located. The low-income housing plots developed by AFH under the 
Subproject will encompass approximately 28%, of the net area of 
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subdivisions and will be a completely integrated element of the 
subdivisions that make up the overall sites. As a first step in 
servicing the selected sites AFH will either contract with local 
Architect/Engineering (A&E) firms ot" will assign AFH technical staff 
to design site specific, detailed development plans. As a result of 
the ongoing RHUOO/AFH dialogue, AFH has agreed to the development of 
plots with reduced size. The average size of such plots will be 
reduced from 400 m2 to 100 m2. Where sewers are not available, the 
plot size will be increased by approximately 20 m2 to include the lani 
necessary to provide cesspools or septic systems. This reduction in 
size will allow AFH to lower the price of such plots to a level which 
will make them affordable, for the first time, to low-income target 
beneficiaries. This is viewed as a major achievement of the II; 
Subproject. AFH has also expressed interest in experimenting with 
"Bertaud Model" techniques to reduce physical standards on one site 
based on an evaluation of the tradeoffs between costs and standards of 
site designs. 

Under standard AFH procedures a portion of each subdivision ioS 
reserved for the development of a variety of community facilities. 
This nonnally amounts to about 15% of the total land area to be 
developed. Lots designated for conmunity facilities such as schools, 
clinics, etc. will be sold at cost to the appropriate GOI' ministries. 
In addition, specific lots in each subdivision are designated for the 
development of comnercial facilities and then sold by AFH at auction 
to the highest bidder. Improved roads and the lots for some public 
facilities (e.g. IOOsques) are donated to the appropriate 
nn..micipalities with the costs being recovered by including them in the 
sale price of other lots in the subdivision. 

Using standard govemment procurement practice, which is acceptable 
under AID regulations, AFH contracts with Ttmisian A&E firms and with 
private local construction firms for the design, supervision ani civil 
\oAJrks necessary to develop AFH sites. Upon completion of the civil 
works, AFH will deliver the serviced plots to beneficiaries and issue 
titles which are secured by CNEl. mortgages. Based on existing core 
housing prototype plans, the MOO will advise low-income beneficiaries 
on the design and construction requirements of self-help housing 
units. (See ANNEX G- (e) for an illustrative example of site 
development under the Sites and Services/Housing Credit sub-project.) 

2. Urban Upgrading Sanitation Subproject; This subproject focuses on 
upgrading and expanding the availability of sanitary sewerage and 
drainage in selected low-income urban neighborhoods and secondary towns. 
The subproject relies on ONAS to function as overall supervisor and 
implementor of the program with assistance from consultants as described 
below. 
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a. Technical capacity of ONAS; The Ministry of Equipment (MOE) is 
responsible for Tunisia's National Sanitation Program. By GCl' decree, 
ONAS, an autonomous agency which reports to the MOE, is to respond to 
the wastewater needs of all cOIIDIUnities with populations greater than 
2,000. 

From its estab1isl'ment in 1975, ONAS has had the objective of taking 
charge of all the urban sewerage and storm drainage activities in 
Tunisia. Therefore the responsibilities of ONAS include not only the 
upgrading, rehabilitation and extension of existing municipal systems, 
but also the construction and l!lB.P.agement of new systems in towns 
throughout Ttmisia. In general ONAS adheres to a national plan of 
phased implementation which follows a schedule originally developed in 
1977 by a Du':~ch consulting firm, Ingenieurs Conseils Neerlandais 
(ICN). This plan and the scheduleswtiich flow from it were last 
updated by that same Dutch firm in 1982. 

b. Organizational Technical Standards; Normally ONAS projects combine 
the sewage ana storm water flows of a particular municipality by 
implementing construction according to the requirements of the 
individual municipality's drainage basin. By following a practice of 
not combining more than one drainage basin in a single system, ONAS 
often avoids the necessity of carrying wastewater from one basin over 
a dividing ridge to another basin and thereby limits the requirement 
for pumping stations in a particular system. This I--::"actice is 
utilized to keep the costs of the systems as reasonable as possible. 
fuwever, it should be noted that occasionally ONAS is required by the 
dictates of topography to depart from its standard procedure and 
construct additional pumping stations for a particular municipality. 
Construction by individual drainage basins also generally requires 
separate sewage treatment plants to handle the flows from each basin. 

The sanitary sewer lines, utilized by ONAS, are usually AC pipes and 
range fran 250 IlIIl. to 400 IlIIl. Most houses are connected to a 
secondary sewer line, normally a 250 nm AC pipe. Depending on sizes, 
the primary line is usually made of reinforced concrete pipe (RCP) 
sealed with a rubber ring. The manholes are normally prefabricated 
concrete sections but poured in place. 

A number of alternative technologies were considered for the treatment 
plants which will be constructed under the overall Thirty Cities 
Project. These included activated sludge, oxidation ditches, 
trickling filters, aerated lagoons, anaerobic ponds, aerobic pooos 
facultative lagoons and spreading fields. The technologies chosen, 
activated sltrlge .:lL,d aerated lagoons, represent the least-cost 
alternative solution. It shctlld also be noted that the technology to 
be used in the upgrading and installation of sewers and other 
infrastructure such ciS pipework, house connections, storm drainage and 
recalibration also represents the least-cost alternative solution. 
For example sewers are built to tb2ir ultimate capacity to avoid 
future high costs of reca1ibration. 
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In designing the projects a conscious effort was made to ensure that 
the solutions proposed represent the least-cost solution. A review by 
the Project Design Team concluded that the piped approach is the 
least-cost solution to the needs of Tunisia and that there is 
sufficient water available to flush the system. Alternative 
technologies are likely to be rwre expensive. Cost and maintenance of 
such technologies would require the establishment of a new 
implementing agency in order to install and operate the new systems. 

c. anizational Procedures; ONAS procedure for the implementation 
of construct~on proJects, ~.e. new house connections, collector 
lines, pumping stations and sewage treatment plants) is to utilize the 
services of private contractors selected through competitive bidding. 
Compliance with the specifications of a particular project is insured 
by means of a pre-implementation review of the ~rk plans and by 
on-site construction supervision of ONAS field engineers. This method 
of operation assures that the overall quality of the work is 
acceptable and that construction schedules and budgets are adhered 
to. Maintenance records for mtmicipal sewerage and drainage systems, 
including all conduits leading from individual household connections 
and for treatment plants are generally well kept by ONAS staff. Based 
on detailed reviews of past, and present projects and operations, it 
is clear that ONAS has the teclmical C8l'ability to implement their 
overall programs. 

d. The Thirty Cities Subproject; The Gar Program incotporates a 
variety of construction elements which will improve the sanital:Y 
sewerage and storm drainage facilitie& in 34 municipalities at 30 
urban sites throughout Tunisia. The construction elements of the 
overall project are surrmarized as follows: 

1.	 110 km. of primary sewers, 
2.	 300 km. of secondary sewers, 
3.	 20 pumping stations, 
4.	 23 kIn. of storm drainage, 
5. 12 new sewage treabnent plants, 
6.	 expansion of an existing treatment plant, and 
7.	 connection of five previously unconnected towns to existing 

treatment plants. 

As of 1981 the sewerage connection rate of the 34 towns included in 
the overall project averaged 42%. At that time five of the towns had 
only individual sewage systems and nine of the towns had cOIIllllUIlB.l but 
limited piped collection systems. Only one town, Dar O18.B.rbane, had a 
functioning sewage treatment plant. The existing collection systems 
in the other target towns discharge raw sewage into nearby oueds or 
into an open field wh.ere it was being reused for irrigation and 
fertilization of agricultural lands. This Project will address these 
problems. It is estimated that the overall project will be completed 
within six years and that it will produce substantial impr.ovements in 
the level of sanitation and in the amount and quality of treated 
effluents that are available for industrial and/or agricultural reuse. 
(See Environmental Analysis) 
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Implementation plans and schedules for the Project were updated in 
1982 by lCN. These plans were reviewed and found to be acceptable to 
both the IBRD and BHUDO/NE for the purpose of implementing this 
Project. ONAS with the assistance of engineering consultants will be 
responsible for the technical supervision of all of the construction 
elements in The Thirty Cities Project. 

e. The Greater Tunis Subproject; This subproject is part of a 
comprE!hensive program for the provision of sewerage and drainage 
services in the Greater Tunis area. The Project follows two earlier 
projects which were partially financed by IBRD loans. The second of 
these IBRD financed projects is presently being implemented • 

This third component of the Program is designed to address urnnet 
sanitaticn needs in Tunis and areas of new settlement around Tunis 
which were .10t included in the 1978 Land-Use Master Plan for the 
area. The primary sewers will discharge to existing treatr.1leIlt plants 
and will serve approximately 189,000 inhabitants by 1989. The 
drainage system will have a positive impact on ab'Jut 666,000 
inhabitants, inclu:lulg the entire city of Tunis. The following table 
provides a breakout of the proposed allocation of funding for the 
various construction elements included in the overall Greater Tunis 
Project; 

TABLE 9 

CCNsrRUcrION ELEMENrS OF OVERAIL GREATER TUNIS PRQJECr 

Construction Element Percentage of financ~ 

I
I 

1. PrimaIy Sewers 11% 
I 2. Secondary Sewers 8%
I 3. Recalibration (inner city) 12% 

4. fbusehold connections .5%I 5. PrimaIy and SecondaIy Drains 14%
I, 6. Main Stonn Drainage Canals & 
i Retention Sites 5070 
! Total 
I 

lUU70.----- --
As in the Thirty Cities Project the entire construction program of 
this Project will be implemented in accordance with the roost recently 
updated (1982) versions of designs aIXl plans prepared by lCN. These 
plans have been found to be acceptable by both the KDF and RHUDOtrunis 
for the purpose of implementing this Project. A foreign A&E finn, 
financed by the project, will provide technical assistance to ONAS in 
the overall construction and financial management of the Project. 
Nonetheless, ONAS will be responsible for the implementation and 
te( mical supervision of the construction elements of The Greater 
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Tunis Project. a; sub-project funds will finance work at only four of 
a total of eleven sites which will be covered by the overall Greater 
Tunis Project. Subproject funds will be used to cover only that 
percentage of the local and foreign currency costs of specific 
construction elements (i.e. primary and secondary sewers, stormwater 
drainage, and the recalibration of sewer and drainage lines of the 
inner city of Tunis) which directly benefit low-income population 
groups which are qualified for a; Program financing. 

B. FINANCIAL ANALYSIS: 

1. Sites and Services S ro'ect; This subproject will utilize ffi funds 
in t e amount 0 mi lion. t is estimated that approximately $4.5 
million will finance development of up to 3,550 housing plots and 
approximately $9.5 million wi.ll finance self-help construction of a 
similar number of housing units. These funds will be managed by the CNEL 
to prefinance AFH's development costs and to extend mortgages to 
low-income beneficiaries. Such mortgages will be used to finance the 
cost of purchasing serviced housing lots of 100-120 m2 and to finance the 
costs of constructing 25 m2 housing unit. 

At present, no institutional prefinancing system of land acquisition and 
development exists in Tunisia. Therefore, prior to the initiation of a 
land acquisition ant'! site development program, AFH must secure advanced 
payments from prospective land purchaser to finance the development of 
housing sites. The prefinancing mechanism proposed in the a; Project 
will enable AFH, for the first t~, to expand its programs to reach 
low-income beneficiaries and speed up the process of land development. 

Under the 11; Project CNEL will advance AFH, on an agreed upon schedule, 
up to $4.5 million to cover the cost of acquiring and developing the 
land. Am has already incurred the cost of purchasing the required 
land, therefore with the CNEL advance, iffi will have sufficient funds to 
~iately launch infrastructure constluction for the sites and services 
on up to eight sites which have been selected for the a; Project. As a 
result of this prefinancing mechanism the developed sites will be 
delivered to the qualified low-income beneficiaries at the time a 
contract for a CNEL mortgage is ccmpleted. Once the sites are developed 
CNEL will offer beneficiaries a single mortgage loan. Such mortgages 
will consolidate the aIOOunt advanced to Am with the amount needed to 
finance construction of the low-income housing unit. CNEL will be able 
to draw on $9.5 million in HG funds to provide the resources necessary 
for the housing construction ccmponent of the mortgage loans. 

a. Costs and Financ5r terms to Beneficiaries; It is estimated that 
up to TD3000 ($4,200 per beneficiary household will be needed to 
cover the costs of land acquisition L nd construction of a 25 m2 core 
housing unit. The price of a service<.: lot is estimated to range 
between TD700 - TDl,080 ($980 and $1,512) depending on the size and 
cost of land development. Included in the calculations of the land 
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prices are costs for land acquisition, site development works, 
engineering studies, administrative overhead and interest charges on 
the advance provided to AFH during the period of land development. 
Construction cost estfrnates are based on a rate of TD70 - TD80 ($98 to 
$112) per m2 or up to TD2,OOO ($2,800) for a 25 m2 housing unit. 
Based on these estfrnates, loans to beneficiaries will vary in size 
from TD2,430 to TD2,700 ($3,402 to $3,780). The actual loan amounts 
available to beneficiaries will be based on affordability, plot size 
and construction area. 

Financing terms for the qualified low-income beneficiaries will 
require a 10% downpayment on the total cost of the serviced site and 
the costs of construction of a 25 m2 unit. The loans will represent 
90% of the total costs and will be recovered at 7% interest over 15 
years with a 2 year grace period on principal. The Grace Period will 
encompass the time required by the indbd.dual beneficiaries to 
construct the housing units. CNEL will recei~' a management fee of 1% 
on disbursements and an incentive fee of 2% on the amounts it 
recovers. CNEL will disburse funds on the following schedule: 

TABLE 10 

DISBURSEMENT OF CNEL LOANS 

PERCENI'AGE OF MJRI'GATETIME OF DISBURSEMENl' 

Initiate construction 25% 
U::>mpletion of foundation 25% 
Completion of walls 25% 
U::>mpletion of roof 25%I 

i Total 100% . ____ 0_....\ 

b. Pricing Policy and u::>st Recovery; The full cost of land and 
housing construction Will be recovered fran the beneficiaries of the 
Project. The prices set for land will include all costs associated 
with acquisition, development, administration and financing. 

AFH's present regulations on land pricing do not allow it to charge 
different prices for sites within the same subdivision. The same per 
square meter price is charged for all lots in a subdivision regardless 
of size. These regulations and procedures have limited AFH' s ability 
to cross-subsidize low-income beneficiaries by charging higher prices 
to higher income groups. They have also discouraged experi.rrentation 
with the provision of different land development standards within the 
same subdivision. AFH is aware of the need to revise this policy. 
The Agency is trying to change existing regulations to allow 
cross-subsidies to occur between different subdivisions within 
particular large urban centers. PL present, to reduce the cost of 
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serviced sites, APR has agreed to reduce the size of the plots which 
it develops and offers for low- income beneficiaries. Under the ffi 
FToject AFH will for the first time offer a lOcm2 plot as part of its 
program for developing land in interior cities. 

In order to allow APR to replenish its land stock on a continuing 
basis, AFH in January 1984 began to revise the system to allow land 
prices to reflect the replacement value of larxl rather than the actual 
price paid. This measure will be applied in pricing the sites to be 
financed under the program. 
. , 

c. Subsid~'.:s ; The roortgage loans are to be offered to the low-income 
beneficiaJ:ies at an interest'rate of 7'10. This rate is below the rate 
at which the GOI' will borrow the HG funds. However it must be noted 
that the 7'10 interest rate, while not positive given an estimated 
annual inflation rate in Tunisia of S70, is the highest rate charged on 
shelter loans in Ttmisia. Under CNEL' s regular program, which 
normally reaches only above the median-income groups, the interest 
rates for roortgages are provided at the heavily subsidized rate of 
4.5% which inclooes a 1% subsidy above the cost of funds to CNEl.. On 
the other hand, interest rates on cOlIlIercial loans in Ttmisia, range 
from llJ'loto lZ%. The Central Bank discotmt rate is between 7'10 and 8%. 

While there does seem to be room for an increase in housing sector 
interest rates in general, it is not being suggested that interest 
ro.ces in the housing sector should reflect the cost of Housing 
Guarantee funds but that they should move to reflect the cost of funds 
in Ttmisia and that they be above the inflation rate for subsidies to 
be eliminated. To date the GOI' has only allowed higher rates to be 
charged on IBRD and AID assisted shelter program loans. Both of these 
donors have followed a policy aimed at encouraging the GOr to 
gradually increase interest rates. AID has begun and intends to 
continue a dialogue with the Ministry of Housing on the iSS\lE<) of 
subsidies and interest rates. The RHUOO in July 1983, at the request 
of the Minister of Housing, ftmded technical assistance designed to 
initiate a review on the issue of subsidies for the Ministry. This 
study's preliminary analysis and reccmnendations have provided a 
guideline to a roore in-depth review of shelter financing and subsidies 
being tmdertaken by the IBRD which also shares AID's concerns on 
subsidies. The Minister of Housing has recently indicated to RHUDO 
that, based on the recommendations of the RHUOO funded report, he 
intends to press for increases in CNEL' s general lending rates. Under 
the Third Urban Project, the IBRD has reached an understanding with 
the Gar that IWrtgages rates will be increased to more positive levels 
by the end of 1987. 

d. Costs and Affordability; A review of a variety of available 
options has revealed that the proposed program provides the most 
affordable formal shelter option for the provision of mortgages to 
urban low-income beneficiaries. The most inexpensive housing tmit 
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presently being provided under formal GOI' shelter programs is a 
TD6,OOO ($8,400) expandable unit. This unit is well beyond the reach 
of 50% of the urban population of Tunisia. ilirrently the least 
expensive serviced site offered by AFH cosLs between TD1,4OO to 
TD2,OOO ($1,680 to $ 2,800). This amount is to be prepaid over an 
18-24 month period. It represents up to one year income for 
households earning the median income or to 2 years inccme for 
households earning the minimum wage. 

Under the proposed program, the required downpayments on the least 
expensive options (I'D2,7oo or $3,780) by beneficiaries will not exceed 
the equivalent of three months income for household eaming the 
minimum wage of TD85 ($49). Assuning that 25% of income is devoted to 
housing expendi:\· .:s it is estimated that this option will be 
affordable by a~F-::,oximately 75% of the urban population. Recent IBRD 
surveys of low-income urban population groups in the interior of 
Tunisia, indicate that prospective beneficiaries are willing to spend 
up to 25% of their income for the combined costs of acquiring serviced 
plots and constructing housing units. 

Table 11 provided below gives a breakdown of the various cost options 
for sites, loans required and the percentile of the Urban Income 
Distribution that is reached. 

TABLE 11 

AFFORDABTI..ITY ANALYSIS FeR CNEL LOANS 
(all costs are in Tunisian Dinars) 

AMOUNf OF LCAN 
"L,4jU 

(100m2 plot-7TD/m2) 
2,520 

(lOan plot-BrD/m2) 
2,556 

(12Qn2 plot-7l'D/m3) 
2,610I(1OCm2 plot-9l'D/m2)
2,664I(12Qn2 plot-BrD/m2) 
2,700 

~ (10Qn2 plot-lorD/m2) 
2,772 

MONrHLY 
IXMN- PAYMENr 
pmlENl' TD 

270 Ll.~ 

280 22.65 

284 22.97 

290 I 24.45 

296 23.94 

300 I 24.27 
! 

MONrHLY 
IN:XJ.1E 
REQUIRED 

~~. 

91­

92. 

94. 

96. 

NATIONAL URBAN! 
IOOl1E PERCENT 
REA01ED 1984 i 

Lo 

27 

27 

28 

I 
I 

28 

308 24.92 99.7 29" 
I ~----

I 
97. I 29 

I 

I
 
(12Qn2 Plot-9fD/m2.-.-:)_I ..----------l 

roI'E: a) Down Payment of total cost. (b)On Plot construction: 25m 2. (c)Construction 
cost: 80 TD/m 2. (d)Terms of loan: 15 years at 7% '..nth 2 year grace on principal. 
(e)Honthly payment not to exceed 25% of nx:mthly income. 

i 
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'. 
2. Urban Upgrading SUbpro~; During the design of this subproject an 
analysis was made of ONAS progress to implement a full cost recovery 
policy in sanitation and of ONAS' s financial position. This analysis 
concluded that the GOl' should provide a; Program funding for the proposed 
ONAS project a~ a grant and not as a loan. 

a. Ccst Recovet:Y Policy; The GOI' had established a cost recovery 
policy for oWlS Which was aimed at the achievement of financial 
self-sufficiency by the end of the VIth Plan Period (1987). Tariffs 
were to gradually increase to a level which would reflect the long-run 
incremental costs of providing sewerage services and by 1987 G<JI" s 
Direct Compensatory Payments to ONAS were scheduled be phased out. 
These Direct Ccmpensatory Payments were viewed as legitimate ONAS 
revenues, due to the GOl" s decision to compensate ONAS with a portion 
of the revenues generated from increased land values that l."esulted 
from the ONAS c1eBIl-up operations in Lake Tunis. 

The Project Design Team in reviewing the financial objectives of ONAS 
set in agreement with the IBRD, suggested that they were considerably 
IOOre stringent than those under which most U. S. public authorities 
operate. ONAS must rely almost exclusively on user charges aE.. a 
source of revenue. Given this situation, ONAS, as a means of 
achieving its targetted financial objectives, has projected a 22% 
annual increase in revenues derived from user charges. This steep 
rise, in real terms, in revenues depends on annual increases in 
tariffs of about 8.5% with a substantial increase in the number of 
users over time. 

ONAS, however, has experienced delays of about 2 years in the 
implementation of scheduled increases in tariffs (i.e. present tariff 
levels are at the projected 1982 levels). This in turn has delayed 
ONAS 's prospects of achieving financial self-sufficiency by 1987. The 
delays in implementation are due to the difficulty ONAS has faced in 
getting Gar approval for the projected increases in user charges. The 
tariff levels that were approved have reflected a much s lower rate 
than ONAS originally projected it needed if it was to achieve 
financial self-sufficiency by 1987. 

The Team concluded that the difficulties ONAS is facing as a result of 
delays in implementing this policy are considered to be short-term and 
needed to be viewed within the context of ONAS achievements. Despit.e 
delays, ONAS has moved away from the heavily subsidized, minimal 
cost-recovery system which exists in towns where sewerage systems are 
operated by municipalities towards a policy where user charges pay for 
the cost of services. Tariffs were increased twice in 1982 which 
indicates a definite resolve on the part of the GGl' to support the 
policy of cost-recovery within the framework of the realities of the 
political and social envirornnent of the country. 
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b. Financial position of ONAS; The delay in increasing the tariffs 
rates has seriously affected ONAS' financial position. The immediate 
effect of these delays is that the GOI' will likely have to continue 
its Compensatory Payments for a longer period and at a higher rate 
than originally projected. At that time these payments will in effect 
become direct subsidies to ONAS rather than compensatory payments. 

The Project Design Team's analysis concluded that unless the present 
policy of delaying- tariff increases is changed ONAS will be unable to 
meet its debt service obligations on existing loans until 1990. In 
addition, ONAS will be prevented from accepting any ad:itional loans 
if the organization is to come close to implementing its projected 
program of operation, maintance and future invesbnents. The- analysis 
concluded that the impact of increasing ONAS' debt burden, as a result 
of requiring ONAS to borrow the a; funds even at nQT'"..J.nal rates of 
interest, will be to substantially inhibit ONAS' ability to achieve 
financial self-sufficiency within a reasonable period of tline. 

As part of the effort to thoroughly investigate the possiblity of 
providing a; Program funds to ONAS as a loan, the Project Design Team 
reviewed an alternative of cutting back on the projected ONAS 
invesbnent program. The conclusion of that analysis was that the 
economic price of such a reduction in ONAS' investment program is too 
high. This price would include the cost of safeguarding previous 
Sewerage Sector investments and investments made in directly 
productive industries, as well as the costs associated with poor 
health, environmental degradation and reduced land values. Therefore 
further delays in the projected ONAS investment program are not only 
unjustified but are in fact viewed as being counterproductive in terms 
of the long-run economic objectives of the GOf. 

c. Revenues and Cost Recovery Procedures; ONAS revenues cane from the 
following sources: 

-User charges and maintenance fees, 
-COnnection fees, 
-Municipal tax receipts, 
-Direct Compensatory Revenues, and 
-Sale of bi"Prcxiucts and services. 

The 1982 percentage distribution of ONAS revenues from the above 
variety of sources reveals that user charges and 
connection/maintenance fees amounted to the largest single source of 
ONAS revenues (38'10), followed by government compensatory contributions 
(34%) and municipal tax receipts (23%). Sale of by products and 
services aroounted to only 5% of revenues. User charges and connection 
maintenance fees are expected to grow in importance and are proj ected 
to increase to 71% of revenues by 1987 when direct compensatory 
payments are to be phased out. 
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d. Tariffs; Average annual revenues of ONAS do not at present cover 
the long-run average incremental financial cost of providing sewet:age 
service. To resolve this problem ONAS has initiated a cost recovery 
policy aimed at maintaining its financial integrity while ensuring 
affordable service for lower income users. To achieve this objective 
ONAS, in October 1982, nxxlified its average tariff structure for the 
second time in a year in order to increase charges to all but 
customers with the lowest rates of water consumption. This new tariff 
structure is applied equally to all towns served by ONAS. As a result 
of these two increases in 1982 tariffs were increased by about 98% in 
real terms. Between 1982-1989 average tariffs were expected to 
increase by about 8.5% per year (see Table 12). However, ONAS has 
been unable to secure further increases after the rather steep 
increases set in 1982. 

Representatives of both the IBRD and AID have discussed with the Gar 
and ONAS The financial imp lications of a continued delay in 
implementing additional increases in ONAS I S tariff rate. It is clear 
to all parties ti ~t ONAS will be unable to comply with the IBRD loan 
covenants unless such increases are approved by the Gar. The IBRD, in 
a June 1984 Report (See Annex M ) anticipate that the tariff rates 
will be increased by October r;-l984 and that ONAS will therefore be 
in compliance with the IBRD covenants. 

TABLE 12 

ACI'UAL AND PROJECI'ED AVERAGE TARIFF RATES* (TD/M3) 

Year 78 79 80 
Actual 

81 82 83 84 85 
Projected**
86 87 88 89 

*Average 
tariffs .014 .030 .031 .033 .071 .105 .120 .141 .160 .180 .205 
per M3 

**Note: These proj ect levels of increase are necessary to maintain ONAS I 

financ ial obj ectives . 
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Table 13 below provides an indication of current tariff rates of ONAS 
for different groups of customers /beneficiaries. 

TABLE 13 

CURRENl' ONAS TARIFF RATES 

Categoty Water Consumption 
(m3/3 months) 

Fixed charges 
(rD/3 months) 

Surcharge 
(rD/m3) 

Danestic o - 20 
20 - 40 
40 - 70 

IIDre than 70 

0.750 
0.750 
1.000 
2.000 

0.020 
0.045 
0.065 

Touristic 2.000 0.150 

Industrial 2.000 0.065 - 0.105 

In addition to the tariff charges for the use of the sewer lines, ONAS 
also levies a Property Area Assessment charge to cover the cost of 
installation of the secondary and tertiary distribution systems and 
charges all users for the full cost (labor and material, plus 1070) of 
connecting a household to the system. As of 1983, ONAS started 
recovering the full cost of the secondaries and tertiaries from all 
neighborhoods in which it worked. The only costs of the system which 
ONAS does not recover fully from beneficiaries are the costs of 
primary sewers, drains, treatment plants and overloads. These are 
recovered only in part from ONAS monthly revenues. Most of the cost, 
however, is paid for through its invesbnent budget. To ensure that 
households connect as required and to ensure that low income groups 
are not penalized, ONAS extends five-year credit to its customers for 
the paYment of the connection fee and the Property Area Assessment. 
Consumers are charged interest on these credits at. the current bank 
interest rate plus 0.5%, and repay in quarterly installments. The 
interest rate charged as of October 1983 was 11. 5%. 

In conclusion ONAS tariff and financial practices are based on sound 
principles of financial management for sewerage authorities. It has 
in its brief pericxi of operation managed to initiate a policy of 
cost-recovery from users for sewerage services, and has progressed far 
beyond the practice found in areas where ONAS does not operate. 
Current ONAS cost recovery and financial practices are in fact fully 
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within the AID Policy guidelines regarding AID support of water supply 
and sanitation systems which stipulates recovery of recurrent costs 
and even provides an exception to full cost recovery for poor 

households. ONAS already recovers operations and maintenance costs and 
charges all users the full cost of secondary and tertiary installations. 

c. ECOnrrC ANALYSIS: As part of the Project Des~n Process two economic_ 
issues specific to the use of II; ft..mds to support GOf programs in the 
Sanitation and It::>using Sectors were addressed. These issues were whether 
these investments are justified in Tunisia in l~ht of increasing GOl' budget 
deficits, and whether the Gar should borrow HG Program ftmds to finance 
portions of the VIth Development Plan. 

1. SLIIIIDary Economic Rationale for Gar investment in Sanitation Sector; 
Tunisia'SVIth Development Plan objectives are to increase employment, 
reduce regional disparities and maintain a balance of payments 
equilibrium. In l~ht of the Plan's development objectives and the GOl' 's 
existing balance of payment constraints, the Gar has been forced to cut 
back on projected investments in infrastructure and capital intensive 
industries. 

The only exceptions to these cut-backs in projected investments has been 
the level of investnalt in water supply and sewerage. The Project Des~n 
Team's analysis concluded that the increased level of Gar investments in 
the Sanitation Sector (i.e. TD121 million, $16q.4 million) is justified 
as a means of protecting earlier Gar investments in direcly productive 
industries and assisting the Gar in its efforts to redress previously 
existing regional maldistribution of its investment benefits. In 
addition, given the lag in coverage between improved water/supply and 
improved sewerage services, these increased investments are necessary if 
dire environmental and health problems, in the growing urban areas of the 
nation, are to be prevented and scarce water resources are to be 
protected. Therefore there is a strong economic rationale for 
maintaining proposed levels of funding i.'1 the Sanitation Sector. This 
rationale is based on evaluation of the costs which the econcmy would 
incur by not making investments at the present time. These future costs 
can be summarized as increased costs for water sUPlJly, in terms of 
exploitation of scarce resources, cleaning up polluted water resources 
and the envirorunent, ill-health of the population, loss of revenues from 
land, tourism and industry and a decline in land values. 

Any economic justification for Sanitatition Sector investments must take 
into account the fact that, unlike conmercial investments, sanitation 
projects require large amounts of capital at the start. A sanitation 
system must be built with capacities well in excess of the demand in the 
early years of the system's life if it is to be cost-effective in the 
long-run. The real benefits from such a system normally accrue in the 
later years of the system's estimated 40 year life cycle. At that time 
the system begins to function close to its full capacity level. 
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Therefore, the retum on such investments is measured as the ratio of 
benefits received versus the initital cost of capital and the accrued 
cost of operation over the life of the systan. The tariffs applied in 
such sanitation systems should equal the long-run incremental cost of 
providing the services. 

The Project Design Team's analysis of the Cost/Benefit of the system in 
TlUlisia suggests that tmder the Greater Ttmis program, at a 4% discolUlt 
rate for benefits and costs (a reasonable rate for sewerage programs) the 
tariffs by 1988 will be equal the long-run incremental cost of providing 
sewerage services. In addition, an IBRD analysis in connection with the 
Thirty Cities Project discolUlted the overall ONAS program benefits and 
costs at 1070. This analysis concluded that if revenues, from sewerage 
systems, are taken as a proxy for benefits, the rate of retum on ONAS' 
investment program will be at least 1070 without taking into accolUlt the 
long-term benefits associated with improved health, higher land values 
and a healthy environment. The lower discount figure used in the AID 
analysis on the Greater TlUlis program is based on the fact that most of 
the costs of the program are for the provision of drainage systems which 
do not produce revenues. Therefore, given a continued effort on the part 
of the Gal' to increase tarriffs, it can be concluded that there will be a 
long-term positive retum on the proposed investments in the GC['s 
sanitation sector projects. 

2. ffi Loan Effects on Debt-Service and on Investment Budget; TlUlisia has 
recently experiencced a rapid deterioration in its CUrrent Accounts. 
Deficits have nearly doubled as a percent of exports and the Debt/Service 
ratio has increased from 11% in 1979 to 17% in 1983. As capital inflows 
have declined, the Gal' finds itself in a position where it must secure 
additional foreign assistance and borrow capital to meet its investment 
targets. Keeping the Balance of Payments problans at a manageable level 
in the future will require that the GO!' secure additional capital 
assistance at cOOI!"aratively favorable rates. 

The Project Design Team's analysis suggests that the HG Program loan at 
either variable or fixed rates is comparatively favourable with other 
sources of foreign financing. The fixed rate of 13.95% which was 
previously negotiated for the HG loan for the Flood Reconstruction 
Program in Tunisia is canpetitive with Eurodollar floating rates and is 
about 2 points above the IBRD's current floating rate. In addition, the 
longer terms negotiated for ffi loans make them attractive to the Gar , 
since the government as a result of these loans will be reGUired to 
asstnDe a lower annual debt servicing obligation than it might otherwise 
be forced to accept. Therefore the impact of a I1G loan on Tunisia's debt 
service obligations will be minimal, in that the repayments on a fixed 
rate I1G loan will increase the GGl' I S debt service by less than Z70 
ann..Jally and by slightly IOOre than 1% if the HG loan is made at a 
variable rate. 

In the context of the GCr 's VIth Development Plan strateg.,v, the tK; loan 
will not only be competitive, but will also serve as an appropriate 
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source of financing the GCr I s investment budgetary requirements. The HG 
funds will be utilized in a program which furthers the Gar priorities of; 
(l)Employment Generation (i. e. Sites and Services and housing 
construction are both typically, labor intensive activities), (2)Regional 
Development and Income Distribution (i. e. the program focuses on 
expanding benefits 't;.QI se:ondary towns as well as T\..1I:l.is and is targetted 
on low-income households). In addition, the 1£ funds will provide the 
Gar with the opportunity of meeting its short-term foreign exchange 
obligations, while financing a vital portion of its overall development 
strategy. 

Therefore it was concluded that the projected Gar investment Program in 
the Sanitation and lbusing Sectors is economically justified given the 
existing Gar budget ceficits and that it is appropriate for the Gar to 
borrow l{; Program funds to finance a portion of the costs of these 
investments (See Annex G(a-b) for detailed analysis). 

D. SOCIAL SOUNDNESS ANALYSIS; The Project design takes into account a 
variety of socio-economic factors related to urban conditions in Tunisia. 
These factors include: 

-increased demand for urban shelter services by the poor resulting in 
increased pressure on the existing neighborhoods and housing; 

-disparities in access to urban shelter services particularly as they 
affect the urban poor concentrated in densely populated central city 
locations (medinas) and UI1planned developments on the peripheries of 
larger urban centers and in small towns, nnd; 

-unique disparities in huusehold incunes. 

In 1980, Tunisia I s population of 6.3 million inhabitants ~Cls already highly 
urbanized with 55% of the residents living in urban areas. Urban growth 
rates were 4% per annum canpared to an overall growth rate of 2% per annum. 

The increased demand is generally due to in-migration, new household 
formation and rising incomes. While this demand has been generally 
concentrated in the coastal zones and larger urban centers, it is now also 
prevalent in secondary urban centars. 

Formal sector programs have, despite increased production levels, failed to 
impact significantly on the housing demand of law-income population groups. 
The backlogs in the formal supply of shelter apply to both shelter 
production (housing units and land) and the provision of services. Informal 
shelter production has been the major means by which the population has 
traditionally housed itself. The major constraints to this type of housing 
is an insufficient supply of serviced land to meet future housing 
requircrents and an insufficient level of services within existing areas. 
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1. Project Beneficiaries; The Project has been targetted on a total of 
50,OO<fhouseholds representing an estimated 20% of the poor urban 
population. Implementation of the various components of the Project is 
expected to have a positive social impact by bringing about improvements 
which are socially accepted and meet expressed needs. The major 
benefits of the Project will be improved sanitary and health conditions 
in poor neighborhoods and an increased access for low-income groups to 
improved hous ing . 

During the design of the Project an effort was made to target the 
proposed programs on poor urban population groups. The HG Program 
guidelines require that project compor.ents be targetted on improvements 
of specific neighborhooc!s that are characterized by slum conditions where 
residents I incomes are below the urban median. The Sites and Services 
Subproject is therefore specifically designed to impact on the needs of 
low-income population groups in the rapidly growing) least developed 
interior towns. The Urban Upgrading Subproject has also been designed to 
have a direct impact on tb=se target beneficiaries. 

Since it was not possible to visit all sites during the perioo of project 
preparation tb~ selection process for the Sites and Services Subproject 
utilized available maps, aerial photos, deroographic data and field visits 
to get a sample of the sites. In cities which had been surveyed by the 
National Upgrading Agency (ARRU), the Project Design Team attempted to 
insure that p:anned works covered II; s ites v:~rich actually needed 
upgrading. £'hese sites were evaluated and r~ for financing according 
to a number of categoties which were selc-eted so as to assess three 
measures of slum conditions; neighborhQ(Ai or urban density) incane and 
shelter conditions (See Annex H for r::mki.ng system). Table I in Annex H 
provides a ranking of potential HG sites and includes their major ­
characteristics. A final selection of sites will have to await field 
visits to verify the ranking. 

In tb= Greater Tunis Subproject all ffi sites were visited and four were 
selected because they represented low-income areas that would directly 
benefit from the upgrading works. Sites excluded were either upper and 
middle income areas or were located where the proposed works contained 
major off-sites drainage canals whose direct impacts on the urban poor 
were difficult to estimate. 

2. Shelter Conditions of Target Beneficiaries; 

a. Thirty Cities Subproject; The beneficiaries of the Thirty Cities 
Subproject generally represent residents of two types of low-income 
settlements. First, the medinas of urban areas which are 
characterized by high dens it ies, irregular street patterns, existence 
of phys ical service networks which are generally in need of 
rehabilitation, and low incomes populations. Second, spontaneously 
developed .:iettlements which are characterized by a lower standard or a 
total absenc2 of services and by a lower population densities than the 
medinas and where the quality of construction is poor. 
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According to a report prepared for the World Bank as part of the 
design of the Thirty Cities Project, an estimated 45% of the target 
settlements represent medinas and low-income spontaneously settled 
areas. The remaining 55% of the target settlanents are the 
residential areas of the settlement I s administrative and business 
center which include extensions of spontaneously developed areas with 
as well as areas of good quality housing which was planned by the 
Tunisian National Housing Authority (SNIT) housing. Within the sites 
selected for ffi financed portion of the Project it is estimated that 
60'10 of the dwellings to be served are in either old, low-income areas 
or in new, spontaneously settled zones. 

It should be noted that these typologies are highly generalized and 
merely indicative due to the fact that the Project Design Team was 
dealing with cities of an average population of 16,000 inhabitants. 
The demarcation lines between lower-income spontaneously settled areas 
and extensions where good quality housing has been built are rarely 
clearcut. Nor are the residential areas of the administrative and 
commercial ce:lters of the cities, clearly middle and upper income. It 
is ~rth noting that socially and economically heterogenous 
settlements are culturally appropriate in Tunisia. 

Shelter condition£ in the sites selected for HG financed upgrading are 
characterized by unsanitary conditions due to the absence or 
inadequacy of existing sewerage and drainage. Overflows from septic 
tanks are evident in the' streets. Many of the towns have oueds in 
which raw sewage is dumped in close proximity to residential areas. 
In neighborhoods such as the medina of Bizerte, raw sewage backs up 
into the houses. 

b. Greater Tunis; The sites selected for fifumc, '1g under the HG 
funded portion of this subproject represent the two types of 
low-income settlements described above. Firstly, the medina and 
secondly, spontaneously developed settlements. The medinas are 
characterized by extremely high population densities, (an average of 
1,449 persons/hectar), low-income of residents, and rapidly 
deteriorating shelter conditions. The capacity of the existing 
housing stock and physical infrastructure are overloaded due to the 
high densities. while a variety of services are generally available 
to the res idents within their neighborhoods, the quality of the 
physical services is poor due to the age of the systems, the increased 
densiti.es and the difficulty of maintenance. The population in this 
part of the city is predominantly rural in origin and is employed in 
the services sector. Occupational categories show a large 
representation of day laborers, blue c.ollar workers, artisanal 
laborers and the self-employed working in the services sector. 

The second type of settlements is tr..:lde up of smaller sites chosen for 
upgrading through the provis ion of sewerage or drainage. Two of these 
sites, Ain 2aghouan/Aouina and Sidi Daoud, are at an early stage of 
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development in the peri-urban northern zone of Tunis. These project 
sites are more densely populated than most clandestine developments. 
Ain 2aghouan/El h)uina with densities of 400 persons per hectar has no 
existing sewerage system despite the fact that an estimated 51% of the 
households are ,:onnected to the water distribution system. The 
population of these neighOOrhoods consists primarily of low-income 
residents who have moved out of other parts of the city (the medina, 
older spontaneously settled zones, and other central poor 
neighOOrhocds). The majority of income levels in this type of 
settlement are higher than those found in the medina or older 
spontaneous settlements but are still below the national median 
income. World Bank estimates of incomes in clandestine developments 
similar in urban structure to El Aouina and Sidi Daoud found that 
incomes range fran TD30 to TD300 per roonth with a median of TD80. 
This is considerably lower than the Tunis median of TD174 per month. 

In Sidi Daoud population densities are 180 persons per hectare and 
only 1070 of the population is connected to sewerage. Flooding and 
overflows fran cesspits are problans in both settlements. The older 
spontaneously settled zone of Afrane (Djebel Jelloud) has an estimated 
population of 15,000 and lacks any sewerage connections. 

c. Sites and Services Beneficiaries; The beneficiaries of the Sites 
and Services SubProject are poor households in small urban centers 
located in the most rCi?idly urbanizing and least economically 
privileged regions of the country (Le. Northwest, Center West and 
South). The distribution of the beneficiaries is 34% in the 
Northwest, 28% in the Center West region and 38% in the Southern 
region. The beneficiaries are generally households whose origins are 
rural. Urban emp loyment in these regions is dominated by the Services 
and Trade Sector, Industry and Agriculture. The latter accounts for 
10-2070 of the urban ernployrrent in these three regions. The majority 
of the beneficiaries are likely to be self-employed, (i.e. not part of 
the formal econanic sector of salaried employees) and therefore have 
not benefitted from formal housing credit programs of CNEL. The GOr 
program which will be finant;ro by a; funds will take into account this 
group of the population arx1 introduce it to a new formal program of 
credit and saV'i.rgs for land purchase and housing construction. 

3. Benefic4ul tbusehold Incomes and Partic~tion; Data on inccme 
distribution 15 available fran the 1980 HOusehOld Budget and Expenditure 
Survey of the GOf. Taking household expenditures as a proxy for incomes 
and up:lating it by assuming a 4% growth in incane per year, the 
distribution of uroc.n income for 1984 is estimated at: 
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TABLE 14
 

URBAN m:x:t1E DISl'RIBurION 

DEeM TD/r-K)Nl'H 
1st 
2nd 
3rd 
4th 
5th 

bl 
83 
98 

115 
134 

The above table indicates that 20'l0 of urban households have incomes which
 
are less than the national minimum of TOO5 per month. In the smaller
 
towns included in the project, these target beneficiaries make up an
 
estimated 33% of the population.
 

The National Urban Median lbusehold Income in 1984 is TDl34 per month.
 
An estimated 55-60'l0 of the households within the upgrading and sites and
 
services subproject areas are below this income level. In Greater Toois,
 
the median incane is TDl74 per roonth. lbwever, within the subproject
 
sites a majority of the population is estimated to be below the TDl34 per
 
month national median income.
 

Beneficiary participation in both of the II; funded subprojects is very
 
probable. The serviced sites and housing credit provided ooder the Sites
 
and Services Subproject will be affordable by households earning TD88.
 
The sewerage charges which are an outgrowth of the implementation of tile
 
Urban Upgrading Sanitation Subproject are also affordable to the target
 
low-income groups. 

4. Program Impact; 

a. Sites and Servicesyubproject; This subproject will impact on 
approximately 21,000 Inliiibitants of small towns in the interior 
regions of the country. This population represents between 10-30'l0 of 
projected demand for housing by low-incane groups during the VIth 
Development Plan period. (rhis demand does not include the 
requirements of the population groups below the absolute poverty 
threshOld.) The population to be served by the Subproject would, in 
the absence of serviced sites, be forced to build informally on 
unserviced land at more peripheral locations. The consequence of 
this, apart fran the poor sanitary and living conditions in such 
settlements, would be to increase costs to public agencies responsible 
for upgrading these areas. Therefore implanentation of the Subproject 
will insure that the target population is provided with a higher level 
of services for a low cost to public agencies. ll~ the sites to be 
developed are within socially integrated zones J the Subproject will in 
effect provide increased access to physical and social services for 
the low-income population groups. 
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The effect of extending credit for housing construction and land 
purchase to the target beneficiaries will be that low-income 
households will be able to build homes at a faster pace than they now 
can. Both the existing infonna1 and fonna1 system of land purchase 
require advance full payment for land. These system exhausts savings 
and households are forced to wait a mnnber of years until they can 
accumulate enough new savings to begin construction. The informal 
construction process can take between 5 to 10 years as it is almost 
entirely dependent on accumulation of saving~. Under the program 
proposed for II; funding the cons truction process of an initial unit 
will be comp1eted within 2 years. 

b. Greater Tunis Subproject; The areas covered by the extension of 
new sewerage systems will be 2,905 hectars with a projected total 
population of 194,000 people by the year 1988. The Subproject will 
provide a total of 26,000 people with approximately 4,340 sewer 
connections. This will 5.ncrease the connection rate to sewerage in 
Greater Tunis to 94% of the total population. The construction of 
drainage works under the overall project will have a positive effect 
on a built-up area of 3,791 hectars At the end of the Project 
construction period an estimated 500,000 people will be living within 
the areas to be served by primary drainage canals ~ Most of the 
drainage work consists of reca1ibration. The impact of this work will 
be felt over an area of 690 hectars where an estimated 100,000 people 
live. 

c. Thirty Cities Subproject; The overall Thirty Cities Program will 
benefit not only the present but also the future populations of the 
targeted towns. Rehabilitation of existing sewers will improve 
service for the estimated population of 250,000 inhabitants who are 
presently connected to sewerage and the expansion of these systems 
will allow an additional 155,000 inhabitants access to conmunity sewer 
systems. 

The a; financed sewerage upgrading will cover approximately 1,000 
hectars in fifteen towns. The major benefit will be for the 15,500 
households people living in those areas which are presently without 
any sewerage systems. This population will have the highest benefits 
in terms of improved health and living conditions and in terms of a 
decrease in the cost of sewerage disposaL The additional connections 
made at the HG sites will bring overall service levels from the 
present low of 20% to a high of 60% by the end of the Subproject. The 
remaining households that are not connected will also benefit since 
many of these households rely upon water wells that are threatened 
with contamination due to the seepage from existing or unimproved 
future cesspools and septic tanks. 

The benefits to health which will be effected as a result of the I-iG 
funded construction take two fonDS; (1) the present health hazards 
caused by the discharge of effluents in the town or in open ditches 
will be eliminated and (2) the risk of contammating untapped future 
water resources -Nill be reduced. 
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E. ADMINIsrRATIVE ANALYSIS: 

Implementation of this subproject will 
the Land Development Agency (AFE.) and 

a. AFH; The Land Development Agency (AFE) is the national agency 
responsible for acquiring sites, improving land, and selling serviced 
lots to publi~ and private devel'Jpers of housing and community 
facilities throughout Tunisia. The Agency was created in 1974 as a 
non-profit parastatal organization. AFH is authorized to assemble 
land intended for residential use, to subdivide, develop and sell land 
for housing to individuals or to housil.;g developers. AFH also 
provides within its res idential land develorment schenes, parcels of 
land for administrative and con:mercial use. 

Under the aegis of the MOl, AFH is organized into nine principal line 
divisions. AFH is opening new field representative offices as part of 
its administrative decentralization program and its shift to projects 
in interior secondary cities. At. present field offices exist in 
Bizerte, Siliana, and Sidi Bouzid. There are two regional branch 
offices in Sousse and Sfax which cover the Center and Southern 
Regions. wrrently Am has about 30 projects under construction and 
63 projects under active planning. AFE employs a staff of 360 people, 
including about 70 senior professionals. The staff includes 
representatives of a variety of disciplines, yet there is great 
emphasizes on engineers, architec..ts, and urban planners. As a 
parastatal agency AFH attracts skill eel technical staff at higher wages 
than the normal government scale. AFH has a capable staff and 
organization which is appropriate for its mandate and operation. It 
is able to prepare two-thirds of its subdivision site plans in-house. 
The remainder are contracted out to private Tunisian consulting 
firms. 

To its credit, AF1i creates comnunities that are economically, 
socially, and phys ically integrated, with provis ions made for the full 
range of community facilities. Am's projects range from small 1 
hectar (2.54 acre) subdivisions to entire new towns, such as El 
Mourouj in southern greater Tunis, which has an area of 444 hectars 
(621 acres) planned for 12,000 housing units and a population of 
67,200. Most of Am's initial activities focused on metropolitan 
Tunis in response to d~. Beginning in 1980, however, AFE began 
undertaking projects throughout Tunisia so that it now is working in 
85 of Tunisia's 126 municipalities. 

Since its creation AFH has purchased 4,000 hectars and developed, 
2,044 hectars with a total of 59,214 hous ing units, about 6010 of which 
have been in Tunis. AFH has projects planned, from the present to the 
year 2,000, totaling 6,561 h~ctars with l89,i80 housing units 
nationwide. These statistics indic~te arobitious plans and demonstrate 
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both a need for significant financial resources for land acquisition 
and development, as well as a careful program to carry out national, 
regional, and municipal land development plans C:ll1d priorities. 

AFH recognizes that the push to decentralize its operations and 
projects will require ch.aq;es in policies and practices. AFH is 
confident that adequate ger~eral contractors exist to carry out its 
program in interior cities, in part due to the existence of 
semi-public regional contracting companies (sociStes regionales 
d I entreprise) established by governors in several regions. Also, 
coastal contractors are likely to bid on AFH projects in the interior 
of the countt:y. 

A major limitation on AFH's ability to serve the low-income groups has 
been that it has had to rely on a paying market to acquire resources 
for land acquisition and development. Most of its efforts have 
therefore been targetted to serve middle and upper inccme groups who 
can afford to pay the cost of improved land through advance sales. 
This has naturally influenced the standards at which AFH dp.velops land 
which are designed to attrnct this clientele. Most of its site 
development is for lots averaging 40Qn2. Its experience has been 
primarily in Tunis where demand on the part of middle and upper income 
groups is sufficiently high that prospective buyers are able to make 
substantial advance payments. It recognizes that the market outside 
the larger urban centers is different and that it will have to revise 
its practices to meet the demand in those centers. 

-Organizational Practices; AFH. organizational procedures depend on 
a coordination with municipal authorities and infrastructure 
agencies. Nonnally, it is the local authorities that initiate the 
request for AFH. to enter the community and develop land. The 
municipalities rarely ask AFH to develop sites at minimal 
standards, though it is empowered to do so. Instead they expect 
AFH to develop the land at its conventional standards with the full 
range of infrastructure services (water, electricity and 
sewerage). AFH selects its sites within locations programmed fOr 
residential use in the locally approved Masterplans. The decisions 
on site selection is made in consultation with local aut:1Orities, 
and sufficient land is usually identified to meet the requirements 
of a 2 year production schedule. 

Once the site is chosen AFH. can exercise a full range of mechanisms 
such as preemption and expropriation. It is empowered to preempt 
the desired site alorg with a significant perimeter of surrounding 
land to avoid speculation. The prices paid by AFH for the land it 
btt:1S are then estaiH~shed by comnission. While the owners of the 
land can challenge the price, they cannot challenge the transfer of 
ownership. The process, however, is a lengthy one and is 
unpredictable. While AFH has pow-er of "a quick take" (Le. it can 
proceed with the development despite litigation over the price to 
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be paid), delays are experienced when it attempts to t~ansfer 
disputed land to prospective purchasers. Because the exp-::-opriation 
process is cumbersome and lenghty, and the fact that capital 
available to finance land acquisition is limited, AFH gener."'Illy 
limits its acquisitions to the projected mid-term needs. 'LLh; 
essentially prevents the Agency from assanbling sufficient land to 
meet increased future demand. The I tand Ne~s Study" to be flmd as 
part of the II; Project's technical assistance, will address these 
major constraints to an adequate land development program. 

For an average site, AFH takes 17 months from the time of the 
request for the proj ect to the begirming of infrastruture 
construction. During that time ABi must coordinate with the 
various utility agencies. AFH' s record of coordination with other 
agencies is sound and no problems are foreseen in this regard. AFH 
typically takes 10 months to complete plans, approvals and 
contracts for civil works, then 12 months for infrastructure 
construction, with plot allocation and land sales taking two years 
from the time infrastructure begins. Under the terms of the AFH 
Plot Sales Contract, housing construction must begin within one 
year and be completed vTithin two years of signing the contract. 
Even before development, the Agency establishes a price and 
pre-sells the land stipulating that the full cost must be paid in 
advance under its regular program. 

- Financial Structure; AFH is essentially a non-profit: 
organization. It was granted an initial capital of TD2 milli.Jn 
($2.8 million) and has since borrowed a total of TD5 million ($7 
million) fran the Gar to which was added an exceptional grant of TD 
187,000. AFH financing has relied primarily on land sales for over 
three fourths of its revenues and investment capital. Its land 
sales are made at cost yet, as has been indicated, substantial 
downpayments are required which are used to defray the Agency's 
operating costs. 

AFH has in the past borrowed very little money to finance its 
operations. The money it has borrowed from comnercial banks is 
short-term and paid for at 10% interest, a charge which it passes 
on in the land sales price. More recently faced with budgetary 
deficits due to the delays in developing and selling acquired land 
reserves, AFH has started to borrow lWre extensively from. financial 
institutions. AFR in 1984 received TD2.4 million ($3.36 million) 
from CNEL as an advance and has approached the Central Bank for 
greater credit facilities. AFH has also been able to draw on a TD2 
million ($2.8 million) overdraught to pay land owners for the 
purchase of land. 

A major constraint on AFH's operational capability is lack of long 
term financing coupled with a rather low-level of initial 
capitalization considering the task and objectives set for the 
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Agency. The absence of institutional long-term financing and the 
under-capitalization of the Agency has limited its ability to both 
purchase land and develop it at a sufficient level to meet demand. 
For example in all of 1982 and 1983 AFH acquired about 1,500 
hectars. While this amount of land was less than the target 
objective of 1,000 hectars per year, AFH still experienced 
cash-flow problems in its 1984 operating budget and was unable to 
develop a sufficient amount of the land it held. 

AFH's financial difficulties stem primarily from the fact that it 
relies almost entirely on prospective purchasers advance payments 
to finance its land development and acquisition. An estimated 92% 
of its assets ($71. 6 million) consist of land reserves and works in 
progress. This is matched by current liabilities including short 
term debt of $68.6 million or 89% of its liabilities. The 
viability of Am's financial position requires a quick tumover of 
land acquired. This however has not been the case. Delays have 
been experienced in developing land due to contractors not keeping 
to work schedules. Additionally, a proportion of AF1l' s land stocks 
in Tunis have remained idle due to litigation over land-use. The 
project's introduction of a prefinancing mechanism will allow AFH 
to overcome what it regards as its major operatiCJi~1.1 constraint. 
Both CNEL and AFH have already considered the possibility of 
initiating a program whereby CNEL pre£inances Am activities. The 
project outlined in this Project Paper will demonstrate the 
viability of this approach. 

b. CNEl.; CNEl. was established in 1974 as a housing savings bank, with 
the role of roobilizing domestic savings for the prcxluction of 
housing. It functions as a public autonomous agency under the aegis 
of the Ministry of Finance. The Board of Directors of CNEl. includes 
representatives from the Prime Minister's Office, the Ministries of 
Finance, Plan, Social Affairs, Housing, Transport and 
Telecommunications and the Central Bank of Tunisia. 

CNEl.' s main housing finance activities are coOOucted through its 
housing/savings contracts. It offers attractive savings terms to 
households subscribing to this Program. These contracts are 
established for specific BIOOunts with subscribers saving a third of 
the contract amount (including accumulated interest) over a pericxl of 
either 4 or 5 years. The savings contracts are of=::-cred to allow the 
accumulation of the downpayment necessary to purchase tmits costing 
from TD4,OOO to TD13,OOO with the loans available on contract 
maturity. The annual interest rate on the loans is 4.5% (which 
includes a subsidy of 1% on cost of CNEL financing) paid over 10 years 
for subscribers to the four-year savings program or 15 years for the 
five year saving program. Savers are paid 4% on their saving plus a 
savings bonus of 2% paid annually by the Gar provided they complete 
their contract savings pericxl and take out a loan. 
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Another program administered by CNEL is FOFRCLOS (Fonds de PrOIootion 
de Logement aux Salaries), a government fund financed with a 2% levy 
on wages created to help low-income salaried individuals to gain 
access to the housing market. 

In interior cities the number of CNEL savers is limited as are the 
number of salaried individuals. Therefore the two CNEL programs that 
serve low-income groups have previously had a limited impact on the 
target beneficiaries of the proposed sites and services subproject. 

- Financial Structure; CNEL is a well managed institution. It has 
consistently shOwn a profit. Its expenses are kept at a reasonable 
level and generally reflect a conservative financial policy. 
Having started with an initial government grant of TD4dO, 000 
($580,000) it has accumulated reserves of over TD6 million ($8.4 
million) . Its main resources cane from savings contracts presently 
estimated at TDloo million ($140 million) . 

CNEL has been extremely effective in mobilizing domestic 
resources. Whereas its initial objective was to attrb.ct 8,000 
savers a year, it has managed to attract savers at the rate of 
12, COO new savers a year. However, its maj or shortcoming has been 
that it has not been able to grant a sufficient number of loans as 
savings contracts mature. The effect of inflation on the price of 
housing makes it difficult for savers to finance their hOIOOs under 
the terms of their contract. Additionally, the number of contracts 
maturing has begun to exceed the rhythm at which the' Public and 
Private Sector developers can produce housing, again in part due to 
land constraints and costs of urbanization. In 1984 an estimated 
22,000 savers will have completed their contracts and be eligible 
for loans. Yet, it is unlikely that CNEl. will be able to grant 
that many loans. 

The proposed housing credit for land purchase and construction 
Subproject will capitalize on AFH's capacity to provide land and 
will encourage CNEL to finance construction mortgages rather: than 
mortgages for canpleted units. This would be beneficial in two 
ways, the costs of privately built units would be lower, and the 
corlStruction period by the Private Sector would be shorter as it 
would no longer depend on advance savings to purchase the land and 
construct units. Additionally, such a change in emphasis would 
help CNEL to reach lower income clients than it has been able to 
serve through its regular programs which are limited to take-out 
financing on turn-key projects. 

Both of these organizations, AHF and CNEl., are well staffed and are 
capable of implementing and monitoring all aspects of the II; funded 
subproject. 
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The :'1lB.jor institution 

a. Organizational Structure and Management; ONAS has the status of an 
industrial ana coamarcial public company with financial autoncmy. The 
Board of Directors, presided over by ONAS' General Manager, consists 
of representatives of Gar Ministries and agencies involved in the 
public water and sewerage sectors, the municipalities and ONAS' 
customers. The members of this Board, appointed by the Gar, supervise 
ONAS activities. Overall control by the GOl', apart from appointment 
of Board members, consists mainly of approval of ONAS investment 
plans, borrowing and tariff levels. Daily operations are handled by 
two departments for new ~rks (one for Greater Tunis and the other for 
the rest of the country), the department for Planning and Stwies, the 
department for Operation and Maintenance, and finally the divisions of 
finance and administration. 

Available evidence suggests that ONAS is an evolving, increasingly 
effective organization. ONAS exhibits a remarkable ability to 
integrate politically sensitive income distribution issues with a need 
to establish a sound financial basis to pay for investments and 
operations. ONAS will eventually assume responsibility for wastewater 
disposal in all towns of 2,000 or IOOre inhabitants. At the present 
time it is in the process of taking over the sewerage systems of 
municipalities of 10,000 inhabitants or oore. With experience and 
improved management capabilities, ONAS will continue to increase its 
operational capabilities. This growth (Le. improved capability to 
handle increased responsibilities for sewerage flows) is projected to 
continue through 1990 at 9.5% annually. While this rate of growth 
might be higher, it does reflect positively on ONAS' future ability to 
assume an increasing responsibility for sanitation and documents the 
organizations's overall effectiveness. 

b. Personnel Recruitment and Training; Since its establishment ONAS 
has moved rapidly to recruit and train personnel capable of 
administering and operating a public sector agency, as well as 
designing, installing and maintaining a sanitation system. Since Ol'lAS 
has been able to offer its staff the same salary structure and 
benefits (e.g. low interest housing loans) as other agencies, as well 
as the possibility of rapid advancenent in a fast growing 
organization, it has had no difficulty recruiting and retaining 
competent staff. When first established, ONAS relied heavily on 
foreign technical assistance to train personnel, conduct stwies, 
manage projects and supervise the system. In some areas, such as the 
supervision of treatment plants and the completion of design studies, 
foreign technical assistance is still required. In general, however, 
the level of foreign involvement in the operations of ONAS has 
decreased and the capacity of the organization to train its emp loyees 
has increased. 
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The total number of ONAS personnel has grown an average of 12% per 
year. Having started ylith approximately 170 personnel in 1975, ONAS 
currently has a staff of nx:>re than 1,600. Indications are that ONAS 
has a low staff turnover due to the existence of effective training 
programs and prorootion. 

During sites visits by the Project Design Team it was noted that ONAS 
supervisory persomel \oK)rking with private sector contractors appeared 
knowledgeable about the technical details of the projects and in 
ccmplete control of installation and maintenance activities. As 
sewerage treatment is the most dananding and difficult technical part 
of the ONAS operation, it was particularly encouraging to observe that 
the plant managers appeared to be fully competent and to take 
considerable pride in the successful operation and appearance of their 
plants. It should be noted, however, that the equipnent and the plant 
sites visited came from three different industrial countries, Sweden, 
Switzerland and France and that ONAS may find it difficult in the 
future to operate at a unifonnly high level with such a range of 
equipment. 

As a whole ONAS as an institution has made great strides since its 
inception and is continuing to improve its capacities and should be 
able to successfully implement and administer the program. 

c. Organizational Procedures; ONAS technical procedures and capacity 
for installing new systems are addressed in the Technical Analysis. 
ONAS' responsibility, apart from supervising cOru>truction and assuring 
the quality of work performed by private contractors, is to maintain 
the system in place. For the sewage collection systems, ONAS is 
responsible for all conduits leading from the beite de branchement, 
the individual household connection. Maintenance of internal house 
piping up to the beite de branchement is the responsibility of the 
customer. The Design Team concluded that maintenance of the 
collection systems and treatment plants is performed by ONAS personnel 
on a regular schedule. Maintenance records are well kept, especially 
for the treatment plants where maintenance follows manufacturer's 
specific instructions. 

F. ENVlliONMENrAI.. ANALYSIS: An extens i ve t:nalys is of the envirornnental 
impacts of the proposed Project: Amendment was ccmpleted and a detailed 
report is in ANNEX G-c. Below is a SUIIIIIarY of the conclusions reached 
concerning both otlahe HG Subprojects. 

L Sites and Services Su ro ect; The Project Design Team visited a 
n er 0 sites which ve developed previously under the AFH 
Program. In addition, as outlined in the Technical Analysis Section, the 
Team carefully reviewed the construction plans and procedures used by AFH 
in tb.e past and those which will be used to implement the 1£ funded 
subproject. All sites are on flat lands and should pose no drainage 
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problems. Most of the sites provide the possibility of connecting to the 
ONAS sewerage system. Where no such possible connection to ONAS systems 
exists, septic tanks or cesspits will be built. In these cases the 
population densities to be developed on these sites are low enough to 
make such alternate syst~~ a feasible option. 

2. Urban Upgrading Sanitation Subproject: 

a. Wastewater collection; In cities where ONAS operates, every house 
and every building is required by law to connect to the ONAS system. 
The system is designed to c()llect 80'10 of the potable water delivered. 
The ONAS system begins at the household connection (boite de 
branchement) and continues, usually following a natural basin, through 
the secondary and primary lines to a disposal point, an ocean outfall, 
an oued, a field or a treatment plant. 

Ccmnents: ONAS has two operational objectives in wastewater 
collection. They are: (1) to rehabilitate and maintain in good 
working order the municipal systems built during the colonial period, 
and (2) to do regular maintenance on the systems built since 
Independence. Maintenance is an area of concern. In its rush to 
establish the national network, maintenance is sometimes given less 
attention than necessary. ONAS is aware of the danger of neglecting 
regular maintenance and based on field visits to ONAS sites and review 
of exist record and future plans, the Project Design Team concluded 
that there is sufficient evidence to indicate that ONAS is at present 
and will in the future continue to perfonn adequately in this vital 
area of concern. 

b. Wastewater treatment; ONAS has carried out extensive analysis of 
the quality and volume of industrial and household wastewater 
generated in Tunis ia (See Annex G-c). The treatment methods currently 
employed, or soon to be availabIethrough the implementation of the 
Thirty Cities Project are: low activated sludge, trickling filter, 
lagoons and sprearling. By emp laying these treatment methods mAS 
removes solids an::l BODS, protects receiving waters from toxicants and 
controls colifbrms. 

Comnent; ONAS has carefully sttxlied wastewater treatment demands in 
Ttmisia. Conscious of the needs to protect scarce water sources and 
ensure public health, ONAS has invested in those treatment methods 
that secure the desired objectives using the least cost 
solution. (See Technical Analysis) In general, treatment plants are 
designed and built by fo-reign firms who also train staff and IIlOnitor 
the operations of the facility during the post construction period. 
The plants visited by the Team appeared to be well run by ONAS 
staff. 

c. Wastewater disposal methods; Whenever possible, treated wastewater 
is drained to the sea. HOwever, since Tunisia is a water poor 
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Cetmtry, wastewater is used for irrigation according to criteria 
defined by the The World &alth Organization (WHO). Such reuse is 
carefully ronitored by the Ministry of Public Health. Since Tunisia 
does not at present have sufficient treatment plants to handle all 
wastewater currently generated, some wastewater (it is difficult to 
quantify the exact volume) is dumpc-d untr~ated into oueds , rivers and 
even the sea. When implementation of the Master Plan for Sanitation 
is canplete (the yesr 2006), the current unsound dumping practices 
will have been corrected. 

Comment; Disposal of untreated wastewater is a long-term national 
problan. ImpleIIM:Iltation of the Thirty Cities Project is one of the 
initial 'steps that the Gel' has undertake to solve this problan. Other 
programs are plarmed for the future and it is projected they will be 
completed by the yesr 2006. Presently close monitoring of wastewater 
disposal is successfully done by the Ministry of Public Health which 
has initiated (1) a program to educate the general public on the 
dangers associated with using wastewater, and (2) promulgates and 
enforces strict rules against its reuse. 

d. Reuse of treated wastewater; ONAS sells all treated wastewater to 
the MinistJ:Y of Agriculture. By GaL' decree treated wastewater may not 
be used for irrigating vegetables and forage. However, irrigation of 
orchards is permitted. 

Comment; ONAS cannot and does not offer treated wastewater to all who 
want to buy it. Only the Ministry of Agriculture can purchase and 
reuse wastewater produced by ONAS. This practice )when combined with 
the MinistJ:Y of Public Health's effective program of monitoring the 
disposal of wastewater, insures that wastewater reused is controlled. 

e. Monitoring of the reuse of wastewater; Strict guidelines are in 
effect and regulate the reuse of treated wastewater. These were 
developed by ONAS and the Ministry of Public &alth. These guidelines 
are enforced by sanitary agents who perfODll weekly laboratory tests on 
the wastewater and periodically examine personnel \tAJrking at treatment 
plants and those using treated wastewater for orchard irrigation. 

Comnent; ONAS plans to strengthen its roonitoring program as rore 
treatement plans come on line. Additional personnel will be hired and 
trained as health agents and laboratory personne1. The current 
practice, in which the MinistJ:Y of Public liealth monitors reuse, gives 
an independent confirmation that the application of the treated 
wastewater is appropriate. 

f. Solid waste collection and d;rosal; Solid waste collection and 
disposal is the responsibility 0 individual municipalities. In 
general) solid wastes are collected and transported regularly to dump 
sites. Collection methods range from modern dump trucks to 
hand-pulled carts. Solid wastes are held at dump sites) usually good 
distances from residential centers, and periodically buried or 
burned . 
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Ccmnent; The municipalities appear to do an adequate job of 
collecting and disposing of solid wastes. lbwever, at times during 
heavy storms refuse improperly dumped by residents is flushed into the 
ONAS sewer/drainage lines and creates a problem. Such storms, 
however, are infrequent, and, in any case, this problem can only be 
fully removed by public education programs and more frequent 
collections. The cor is awor.e of these problems and has agreed to 
gradually address them. 

g. Storm dra~e and surface draina,e collection and disposal; The 
traditional c ined (sanitary/storm system built during the colonial 
period is still in use in Tunis and a few other cities. Systems 
canpleted after that period tUlle separate storm and sanitary lines. 
In densely populated areas all storm lines are covered. Outside 
residential areas, the lines are open and constructed of concr....te or 
shaped :Crom earth. Storm drainagerunoff is handled by these combined 
and/or separate systems. Storm waters are led to rivers, oueds, la.1<es 
or the sea. Since at times storm intensity is great the lines have 
reservoirs to catch runoffs. 

Comment; Only the combined systems present environmental problans. 
In the dry season, runoff is not always sufficient to flush the 
systems I lines. In the rainy season, water from flash floods 
sanetimes exceeds the capacity of the lines and creates backups in 
houses. ONAS is aware of the problem. Where combined systems are in 
place, regular cleaning or recalibration is planned and implemention 
to eliminate the problem is improving. The new systems coming online 
are always separate (Le. independent storm and sanitary lines) and 
the problems mentioned above generally do not occur. 

h. Maintenance procedures; ONAS is responsible for maintenance of the 
wastewater and drainage system. SONEDE addresses the water supply 
sector. Individual municipalities are responsible for solid waste 
collection programs. In general, the maintenance procedures of each 
group are adequate. In the case of ONAS, the agency IOOS t intimately 
associated w:..th the proposed upgrading project, mainterumce is of 
critical importance and recognized as such. ONAS must rehabilitate 
and maintain the aging systems that it has inherited from municipal 
authorities. At the same time, ONAS must ""l8.intain in good YA:>rking 
order, the system it has installed over the last decade. 

Comment; Although the current financial crisis facing ONAS has 
prompted sane to reconmend that maintenance cut backs might be used to 
save scarce funds, this is the one area of ONAS operation which cannot 
be reduced under any c ircumstance. In fact, adequate maintenance 
activities should be intensified. This fact is understood by ONAS and 
they have clearly stated that they will not cut back their operations 
in this vital area. When ONAS sites were visited by RHUOO consultants 
regular maintenance procedures had been scheduled and were being 
carried out. 
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3.Q:,nclusions; An analysis of the practices used by AFH and ONAS 
prompts the following general observations: 

a. The standard procedures utilized by AFH in past projects and the 
site development plans which will guide the development of the HG 
ftmded sites development, are acceptable and present no serious 
environmental problems. 

b. Wastewater collection methods are conducted professionally, 
using the best technology available in TLIl1isia. The water-borne 
sewage system which is being installed as part of the proposed 
Project Amendment will protect the very fragile potable water 
balance that exists in Twisia and demands the least cost technical 
support. All other technologies, (e.g. chemical and electrical 
systems) call for an unacceptable higher expenditures on energy and 
technology . 

c. The treatment plant technology in use and being installed as 
part of the overall GOl' program is simple in design and operation. 
It is the least demanding on energy. 

d. The reuse of wastewater is restricted to only certain 
agricultural applications. Irrigation of orchards is acceptable 
and is closely monitored by the Minister of Agriculture while 
overall water qut..lity is assured by the Ministry of Public Health. 
Given these precautions and the country I s increasing demand on a 
very limited potable water supply, such ap:: lications are essential 
and acceptable within the Twisian context. The Thirty Cities 
project includes financing for a feasibility stuly on reuse of 
wastewater for industrial and agricultural uses. This study is 
likely to provide recomnendations for improvement of the present 
systan. 

e. Collection and disposal of soltd waste is presently being done 
by municipalities in a relatively acceptable manner. However, the 
methods being used represent the weakest link in the sanitation 
chain. It has been suggested that this activity be transfered to 
ONAS or another centrally directed agency. At present, the GO!' is· 
unable to make a ccmnitment to institute such a change in 
policies. Nonetheless this general environmental issue is not 
directly related to the proposed Project activities. 

f. Stann drainage collection and disposal methods are simple and 
economical. The GOl' will continue its ongoing program of reguJar 
cleaning of the combined systems in order to prevent flooding of 
houses situated in low lying areas. 
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VI. CONDIrlOOS PRECEDENr AND COVENANl'S: In addition to the standard 
Conditions Precedent and Covenants contained in the Agreement the followin~ 

are special covenants which will be included: 

A. The Cooperating Country agrees that, except as AID shall otherwise 
agree, in writing, ONAS shall from time time take or cause to be taken 
all such measures as shall be required to produce, by its fiscal year 
1989, funds from internal sources equivalent to at least 13% of the 
annual average of ON.I\S I capital expenditures incurred, or expected to be 
incurred, during that year and the next following fiscal year. 

B. The Cooperating Country agrees that, except as AID shall otherwise 
agree, in writing, by 1989 ONAS shall not incur any debt unless a 
reasonable forecast of the revenues and expenditures of ONAS shows that 
the projected internal cash generation of ONAS for each fiscal year 
during the term of the debt to be incurred shall be at least 1. 3 times 
the projected debt service requiraoont of ONAS in such year on all debt 
of ONAS including the debt to be incurred. 

C. Coordination of Urban Services and Land Needs Assessment; The 
Cooperating Country will participate with AID (i) in a program to assist 
selected municipalities improve their capacity to develop investment 
plans for urban services in coordination with other government agencies 
to improve the management of urban grO'Nth and (ii) in the carrying out of 
a land needs assessment to assist the Government in developing land 
acquisition policies needed to respond to future growth in a number of 
urban households. 

D. Coordination with other Financ Institutions; The Cooperating 
Cotmtty wi cilitate to the maximum extent 11 exchange of 
information and coordination of activities among all international 
financing institutions involved in financing ONAS programs affected by 
the Program. 
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VII. EVALUATION PLAN: The Program Implementation Agreement (IA) between the 
Gar and AID will require the establishment of an Evaluation Program for the ffi 
Project and the development of a Project Evaluation and Tracking System (PErS). 
The required Project Evaluations will focus on the following; 

a. An evaluation of progress toward attainment of the objectives of 
the Proj er-t , 

b. The identification and evaluation of problem are.qs or constraints 
which may inhibit such attainment, 

c. Assessment of how such information may be used to help overcome 
such problems, BOO 

d.An evaluation, to the degree feasible, of the overall development 
impact of the Project. 

1. Fonnative Evaluation; As in all HG Projects, the Implementation 
Agreement will also require the developIIalt and continual updating of a 
Program Implementation Plan (PIP), prior to the RHUOO approval of each 
disbursement of funds under the Project. A separate PIP will be r~red 
for each sub-project (i. e. The Sites and Services Sub-project and The 
Urban Upgrading Sub-project.) Prior to each disbursement, the RHUOO and 
the appropriate implementing agency will review the updated PIPs and 
Progress Reports that have been submitted to FHUOO to determine how close 
the project has come to achieving the planned objectives for that 
particular time frame. If necessaty the PIP can be revised/updated to 
more closely reflect the actual implarentation progress that has been 
accomplished. In addition, if appropriate the targetted objectives for 
the next disbursemer.t can be revised at this time. 

As part of this process RHUOO additionally develops routine reviews and 
summaries of all on-going project activites, so as to give an indication 
of the status of each of the targetted outputs, the degree of coopletion 
that has been achieved, as well as a statement of any problems and/or 
constraints to achievem;!nt of objectives. If possible the revised PIP 
\\ri.ll also propose a method of resolution of these problems/constraints 
during the next disburserrent pericxi. 

2. Evaluation of Financial Perfonnance Indicators: In order to evaluate 
that oNAS policy towards financial self-sufficiency is progressing 
satisfactorily, 0&\5 will provide AID the same ~er ly Reports required 
by the IBRD. These reports deal with a variety of indicators of 
financial performance including average tariffs in TD per m3, 
self-financing ratio and debt service coverage. 

Additionally, ONAS will on an annual basis submit to AID forecasts of 
projected earnings from tariffs and other revenue sources required for it 
to meet its cash-flow requirements. ONAS will also advise AID at this 
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time of any necessary adjustments that must be made in its revenue 
generation. Both of these reports will provide AID with an on-going 
review of ONAS financial situation and the progress it is making towards 
achieving its financial objectives. 

3. Joint Project Evaluation: At least once during the life of the 
Project as well as at the time of canpletion of the Project, the RHUOO, 
the Gar and the implementing agencies will undertake a detailed Joint 
Project Evaluation. Such an evaluation will review the entire project to 
date and will focus specifically on the impact that the HG Program Loan 
has had on the target beneficiary population's living conditions in the 
upgrading subproject and on the innovative financing aspect of the 
shelter credit loans in the sites and service subproject. The evaluation 
will also focus on the quantitative and qualitative measurements of the 
implementing institutions' perfonnance. 

Specifically such evaluations will focus, by sub-project and appropriate 
implementing agency, on the following types of indicators of project 
success; 

a)Achievement of agency goals; 

i) Number of new installations(i.e. upgrading connections to
 
sewerage system).
 
ii) Funds available from various sources (i.e. user tariffs,
 
governnElt grants, loans, sale of services lots, maintenance fees,
 
etc.).
 
iii) Increased number of customers.
 
iv) The number of agency personnel per customer served.
 
v) The value of outstanding uncollected bills.
 
vi) Tariffs levels
 

b)Maintenance Performance Indicators; 

i) Facilities in operation continuously. 
ii) Funds expended on replacement parts. 

c) Financial Perfonnance Indicators; 

i) Total annual budget.
 
ii) Debt equity ratio.
 
iii)Actual expenditures.
 
iv) Total revenues collected.
 
v) Self-financing ration.
 
vi) Total billing uncollected.
 
v) Unit cost of production.
 
vi) Unit cost of systems installed.
 

d)Service performance indicators; 

i) Days of maintenance service provided. 
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e)Manpower and training performance indicators; 

i) Total staff assigned to various projects.
 
ii) Annual training targets met.
 
iii)Training infonnation sys tems developed.
 
iv) Workshops conducted.
 

rol'E: The above indicators are illustrative only and will be modified as 
appropriate during the development of the Joint Evaluation Plan and the 
detailed scopes of work for any tecJ:mical assistance which will be required 
for the canp letion of the Evaluations. 

4. CoEt of Evaluations: RHUOO/NE will field consultants to take assist 
routine project reviews which are part of the periodic "Formative" type 
of evaluations mentioned above. Joint Evaluations will, however, require 
both additional technical assistance and additional funds to insure that 
all aspects of the plarmed evaluations will be covered. The Scopes of 
Work for the required technical assistance services as well as the Team's 
schedule and the necessary meeting schedule will be developed in 
cooperation with the GOf and the various implementing agencies. RHUDO/NE 
will budget for this cost subject to the availability of funding from the 
Housing and Urban Program Support Grant and if necessary, will seek 
assistance from NE/Tech to complete such evaluations. 
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a) GUARANTY AUTHORIZATION - $25 million (This Project Paper) 

b) GUARANTY AUTHORIZATION - $15 million, September 28, 1979 

c) GUARANTY Arr~~ORIZ.:~ION - $10 millior.\, October 1, 1979 



Annex B-a 

DRAFT 

GUARANTY AUTHORIZATION 

PROJECT 664-HG-004 

Provided From: Housing Guaranty Authority 

For: The Government of Tunisia 

Pursuant to the authority vested in the Assistant Administrator, Bureau for 
the Near East, Agency for International Development, by the Foreign Assistance 
Act of 1961, as amended (FAA), and the delegations of authority issued there­
under, I hereby authorize the issuance of guaranties pursuant to Section 222 
of the FAA of not to exceed twenty-five million dollars ($25,000,000) in face _. 
amount assuring against losses (of not to exceed one hundred percent (100%) 
of loan investment and interest) with respect to loans including any 
refinancing thereof by eligible U.S. investors (Investor) acceptable to A.I.D. 
made to finance housing projects in Tunisia. The authorization, when 
combined with the authorizations dated September 28, 1979 and October 1, 1979, 
bring the total amount of guaranties to be issued under this Project to 
fifty million dollars ($50,000,000), (the "Guaranty"). The Guaranty will 
assist in financing the housing program of the Government of Tunisia for low 
income households in the smaller populations centers of Tunisia and the 
Greater Tunis area. Shelter activities to be financed hereunder specifically 
include sanitation improvements necessary to upgrade low income neighborhoods 
as well as core housing projects, sites and services projects, construction 
and home improvement loans, and neighborhood upgrading projects. 

This guaranty shall be subject to the following terms and conditions: 

1.	 Term of Guaranty: The loans may extend for a period of up to thirty 
years (30) from the date of disbursement and may include such terms and 
conditions as shall be acceptable to A.I.D .. The guaranty of the loans 
shall extend for a period beginning with the first disbursement of the 
loans and shall continue until such time as the Investor has been paid in 
full pursuant to the terms of the loans. 

2.	 Interest Rate: The rate of interest payable to the Inveztor pursuant to 
the loans shall not exceed the allowable rate of interest prescribed 
pursuant to Section 223(£) of the FAA and shall be consistent with rates of 
interest generally available for similar types of loans made in the long 
term U.S. capital markets. 

3.	 Government of Tunisia Guaranty: The Government of Tunisia shall provide 
for a full faith and credit guaranty to indemnify A.I.D. against all 
losses arising by virtue of A.I.D. 's guaranty to the Investor of from non­
payment of the guaranty fee. 
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4.	 Fee: The fee of the United States shall be payable in dollars and shall 
~one-half percent (1/2%) per annum of the outstanding guarantied amount 
of the loans plus a fixed amount equal to one percent(l%) of the amount 
of the loans authorized or any part thereof, to be paid as A.I.D. may 
determine upon disbursement of the loans. 

5.	 Other Terms and Conditions: The guaranty shall be subject to such other 
terms and conditions as A.I.D. may deem necessary. 

w. Antoinette Ford 

Date 

Clearances: 
DAA/NE:BLangmaid 
GC/NE:GDavidson 
NE/NENA:TReese 
NE/DP:CJoHnson 
NE/PD:RBell 
PRE/H:JHowley 
PRE/H:DOlinger 
GC/H:MKitay 
FM/LD: rl. C::~rop~,(e 

Date __
 
Date----
Date-----Date-----Date-----Date-----Date _ 
Date-----Date __ 
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AG£NCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C- ~ 

ANNE..'{ B - (b) 

GUAi:ANVymAlrf~bdTiAtION
 
PROJECT 664-HG-004 

Provided From: Housing Guaranty Authority 

For	 The Government of Tunisia 

Pu; !oluant to the authority vested in the Assistant Administrator, Agency for 
Int':rnational Development, by the Foreign Assistance Act of 1961, as amended 
(F[\A), and the delegations of authority issued thereunder, I hereby authorize the 
iS~lIance of guaranties pursuant to Section 222 of the FAA of not to exceed fifteen 
million dollars ($15,000,000) in face amount, assuring against losses (of not to 
exr.:(~~d one hund:-ed percent (10096) of loan investment and interest) with respect to 
lo.'"ms oy eligible U.S. investors (Investor) acceptable to A.I.D. made to finance 
hnc!;in.o$ projects in Tunisia. This guaranty will assist in financing the housing 
pro3rarn of the Government of Tunisia for low income households primarily in the­
slnilller population centers in the interior of Tunisia. Shelter activities including' 
cor-: housing projects, sites and services project~, construction and home 
improvement loans, and neighborhood upgrading projects shall be financed 
hereunder. 

This guaranty shall be subject to the foHowing terms and conditions: 

1.	 Term of Guaranty: The loans shall extend for a period of up to thirty 
years (JO) from the date of disbursement and may include a grace period 
of up to ten years on repayment of principal. The guaranty of the loans 
shall extend for a period beginning with the first disbursement of the 
loans and shall continue until such time ~ the Investor has been paid in,' 
full pursuant to the terms of the Joans. 

2.	 Interest Rate: The rate of interest pnyable to the Investor pursuant to 
the loans shall not exceed the allowable rate of interest prescribed 
pursuant to Section 223(f) of the FAA and shall be consistent with rates of 
interest generally available for similar types of loans made in the long 
term U.S. capital markets. 

:.	 Government of Tunisia Guaranty: The Government of Tunisia- shall ­
provide for a full faith and credit guaranty to indemnify A.I.D. against all 
lo~es arising by virtue of A.I.O"s guaranty to the Inve~tor or from non­
payment of the guaranty fee. 

.
 

~\
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~.	 Fee: The fee of the United States shall be payable in doJlars and shall be­

one-half percent 0/2%) per annum of the outstanding guarantied amount 
of the loans plus a fixed amount equal to one percent U%) of the <1', ,10unt 
of the loans authorized or any part thereof, to be paid as A.I.U. may 
determine upon disbursement of the Joans. 

,.	 The Project Delive-y Plan: The Government of Tunisia and A.I.D. shan 
sign an Implementation Agreement which requires A.LO. approval of a 
Project Delivery Plan prior to the first disbursement. TIll? Project 
De1iv~ry Plan shall show projected comtnJction activity or other uses of 
the Loan ove!" the duration of the implementation period. This plan shaH 
be prepared by the Govemment of Tunisia with the assistance of A.I.D., 
and shall reflect the anticipated time, cost.: and financing of the Project 
or subproject in accordance with the guidelines provided by A.J.D. 

6.	 Other Te-ms: and Conditions: The guaranty shall be subject to such other­
terms and conditions as A.LD. may deem necessary. 

~..~ 
J	 ph C.o W ee er 

va <8i. 1177_---~ate 

DS/H:DMcVoy ~ 
DS/H:WNGoodsonJ}-V. Date _ 
GC/H:MGKitay ";'t' :_.01 Date~-.,~_ 

FM/LD:ASmith 4') Date '/2/bi 

GC/H:rd;~~hAyILDE=Nr~~8/79 



DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. C.C. 205U 

ANNEX B -Cc) 

{.october'_l ,: .1?7.9J '. 
GUARANTY AUTHORIZATION 

PROJECT 664-HG-004 

Provided From: Housing Guaranty Authority 

For	 The G~\ crnment of Tunisia 

Pursuant to the authority vested in the Assistant Administrator, Agency for 
International Development, by the Foreign Assistance Act of 1961, as amended 
(FAA), and the delegations of authority issued thereunder, I her~by authorize the 
issuance of guaranties pursuant to Section 222 of the FAA of not to exceed ten 
million dollars ($10,000,000) in face amount, assuring against losses (of not to 
exceed one hundred percent (100%) of loan investment and interest) with respect to 
loans by eligible U.S. investors (Investor) acceptable to A.I.D. made to finance 
housing projccts in Tunisia.' This guaranty will assist in financing the housing 
program of the Government of Tunisia for low income households primarily in the 
SrTI alter population centers in the interior of TWlisia. Shelter activities including 
con housing projects, sites and. services projects, construction and home 
improvement loans, and neighborhood upgrading projects shall be financed 
hereunder. 

This	 guaranty shall be subject to the following terms and conditions: 

1.	 Term of Guaranty: The loans shall extend for a period of up to thirty 
years (0) from the date of disbursement and may inch'de a grace period 
of up to ten year'S on repayment of principal. The guaranty of the loans 
shall extend for a period beginning with the first disbursement of the 
loans and shall cootinue until such time as the Investor has been paid in 
full pursuant to the terms of the loans. 

2.	 Interest Rate: The rate of interest payable to the Investor pursuant to 
the loans shall not exceed the allowable rate of interest prescribed 
pursuant to Section 223(£) of the FAA and shall be consistent with rates of 
interest generally available for similar types of loans made in the long 
term U.S. capital markets. 

3.	 Government of Tunisia Guaranty: The Government of Tunisia .shall 
provide for a full faith and credit guaranty to indemndy A.I.D. against all 
losses arising by virtue of A.I.D.'s guaranty to the Investor or from non­
payment of the guaranty fee. 
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4.	 E!!: The fee of the United States shall be payable in dollars and shall be 
one-half percent (1/296) per annum of the outstanding guarantied amoun'i. 
of the loans plus a fixed amount equal to one percent 0%) of the amount 
of the loans authorized or any part thereof, to be paid as A.I.D. may 
determine upon disbursement of the loans. 

s.	 The Pr'tl..ect Dellver}' Plan: The Government of Tunisia and AJ.D. shall 
sign an Implementa:ion Agreement which requires A.I.D. approval of a 
Project Delivery Plan prior to the first disbursement.. The Project 
Delivery Plan shall show projected construction activity or other uses of 
the loan over the duration of the implementation period. This plan shall 
be prepared by the Government of Tunisia with the assistance of A.J.D., 
and shall reflect the anticipated time, costs, and financing of the Project 
or subproject in accordance with the guidelines provided by A.I.D. 

6.	 . Other Terms and Conditions: The guaranty shall be subject to such other 
terms and conditions as A.I.D. may deem necessar.y. 

October ], 1979 
Date 

Clearances:
 
DAA/NE:AWhite Date
 
GC/NE:JMul1en(, )(-2?j1l/f Date tl

I

R ( 
• 

t!
 
NE1NENA:MHun!Ylg'ton ";1)\ &- rDate ":':.// 1 1
 

NE/DP:BLangmald . Date I .'
 

NE/PD:SATaubenbIatt~loA Date ?
 

DS/H:DMcVoy ~l ~e J't I" , ;"1
 
DS!H: \VNGoodson:=l~ • Date .
 
GC!H:r·I1GKitay t\;:. . Date
 
FM!LD:ASmith tl.- I Date -76---/!-y'1-.z=-­

~ \, I U4U:J "I/II,,,,
GC/H:MGKITAY/LDENNfSO"N:prj:09''/fS'l79 
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THE HOUSING GUARANTY PROGRAM 

STATUTORY CHECKIJST 

NAME OP COUNTRY 

. PROJECT NO. 664-HG-004 

ANSWER YES OK NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

A.	 General Criteria Under HG Statutory Authority. 

Seetioo 221(a)

win the proposed project further one ~ more ot
 
the tollowiq :?Olley ioaJs t .
 

(1)	 is intended to increa.se the avaiIabWty of Yes - Domestic financing with the 
domestic financing by demonstrating to Sites and Services Project. 
local entrepreneur.!, and institutions that See technical analysis • 

. providinr low-eost housing' is ttnancially
 
viable;
 

(2)	 is intended to assist in manhal11ni resources Yes - Resources in the areas of 
tor lGw-cost hau.smii upgrading and infrastructure 

(3)	 supports a pilot project tar low-eost shelter, Yes - Sites and Services Project 
at is intended to have a maximum demon­ Institutions: ONAS 
ma tial impact en local instituticns and AFH
 
nati(.'nal; and/or;
 

(4)	 is inte~ded to have a long run goal to Ye3 - Use of local contractors in 
develop domestic construction capabilities both the Sites and Services and 
and stimulate local credit instituticNJ to Upgrading components 
make availab.la domestie capital and other 
management and technological resource. re­
quired tor. lo~ost shelter proi"lms and 
~llcies? 

Section 222(a)
 
will the iSsuance ot this guaranty cause the total No
 
face amount ot guaranties issued and outstandinr
 
at tttis time to be in exc~ss ot $1,555,000,0001
 

Will the guaranty be -issued prior to September 30, Yes
 
19841
 

Section 222(b)
 
will the proposed guaranty ~su1t in activities
 
which emphasize:
 

(l)	 project:! providing improve<: home sites to
 
poor Ca milles on which to build shelter and
 
reJa.ted services; or
 Yes - Serviced Sites and Upgrading, ~\ 
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(2)	 projects comprised of eJPandable cere 
shelter units an svvtced sites; at 

(3)	 slum upgrading projects designed to con­
serve and improve uistinc shelter; ~ 

(~)	 shelter projects tcr law-i:Dcome people· 
designed totd8m~u.~· CIr.".:~tut101L 
builc1iq; cr' 

(5)	 community facUlties and services In support 
at projects authcrized under this sectian to 
Improve the shelter occupied 'of the poor! 

Section 222(c)
 
If the project requires the use cr conservat1cn at
 
energy, was consideration given to the use at
 
solar energy technologies, where economically or
 
techniclilly Celsible?
 

Sectiat 223(.}

will the A.LD. guaranty tee be in an amount
 
authorized by A.LD. in accordance with ia
 
delegated powers?
 

Section 223(n
 
IS the maxunum rate at Interest allowable to the
 
eligible: U.s. Investor' u prescribed by the Admin­

Jatratoco not more tban one percent (196) above the
 
curreriC rat.. at Interest appUcable to housing­

mortgages insured by the Department at Housing
 
and Urban Development?
 

Sectiat 223(h)

will the Guaranty Agreement provide ttat no
 
payment may be made under Ilf'/ guaranty Issued
 
fer any lass arising out at fraud or misrepre­

sentatiat tor which the party seekinr payment II
 
responsible!
 

Section 22302 

(l)	 Will the proposed Housing Ouaranty be coor­
dinated with and complemen~'"Y to other 
develOQment usistance In the host country! 

(2)	 Will the proposed Housing' Ouaranty de mon­
strate the feasibWty ot particuJar lcinds ot 
housing and other Institutional arrange­
ments? 

No - Families have this optio~ 

after purchase of serviced site 

Yes 

'Yes - Institutions: ONAS-AFH. 

Yes - Water - Sanitation 
Sewerage Service 
and Maintenance 

N/A
 

Yes 

Yes 

Yes 

Yes - IBRD 
KDF 

Yes - Indirectly thru the Sites 
and Services Componelit 

l......
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(3)	 Is the project designed and plaMed by A.LD, 
so that at least 90 percent of the face value 
a! the proposed guaranty will b. ror housing . 
suitable for families below the mediaD 

"iDcome, « belOw', the, median url:W1 .income, 
for. housinC)n: '1irt?an: t~eu" I:D: th.', holSt . 
country? . 

(4)	 . Will the issuance at this guaranty C2US8 the 
race value at guaranties Issued with respect 
to the host country to exceed $25 millial in 
any fiscal year? 

(5)	 Will the issuance at this guaranty eau.se the 
average race value at all housing guaranties 
is3ued in this tlsc:al year to exceed $15 
milliont 

Sectioo 238(c)

will the, guaranty agreement provide that It wUl
 
cover only lenders who are "eligible investors"
 
within the meaning at this sectim at the- statute
 
at the tim.. the paranty J.s Issued?
 

B.	 'Criteria Onder Oenetal Foreign Aas1ltanca Act 
Authority. 

Sectiat 620/620 A 

1.	 Does the host country meet the general 
c:itt:l~ !or country eligibility under the 
Foreign Assistance Act as set forth in the 
country'eligibWty checkli!t prepared at the 
beginninc at each 'lear? 

2.	 Is there any reason to believe tlat circum­
stances have changed in the host country so 
tmt it would now be lnellgible under the 
coun1ry statutory check11st? 

Yes - Upgrading and Sites 
and. Services Comp'one~t are 
targeted to low income.. ' 

. families" 

No - $25 million FY 84 

Yes 

Yes 

Yes 

No - Current USAID country 
statutory checklist 
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NEHORANDUl1 

TO:	 DAA/NE, Bradshaw Langm~~d ~ 

FROM:	 NE/PD, Ronald Venezia ~ 
SUBJECT:	 Tunisia - Issues Paper for the Housing Guarantee (nG)

Project 664.-004: Report on "Pass-Through" Issue 

REFS: (A) State 074109 
(B) Report on "Pass-Through" Issue 
(C) Economic Analysis 
(D) Financial Analysis 
(E) PPC/PDPR, Memorandum 
(F) NE/PD/PL, Memorandum 

PROBLEM: During the NEAC review of the PID for the proposed HG PP 
amendment, an issue was raised concerning the proposed grant 
"Pass-Through" of the HG funds by the GOT to ONAS, the Implementing 
agency. USAID/Tunis and RHUDO/NE were requested to re-examine the 
concept of a grant "Pass-Through" in light of the Bureau's 
preference for a loan "Pass -Through" 0 f the HG funds and to seek 
AID/W advice-concerning the resolution of this issue prior to 
submission of the PP Amendment. 

DISCUSSION: A PRC meeting was held on June 28, 1984, to review and 
discuss the attached Report and Analysis. The Report concluded 
that, at chis time, a loan "Pass-Through" to ONAS is an unrealistic 
and unacceptable funding mechanism for implementation of the subject 
program. Therefore, USAID/Tunis and RHUDO/NE recommended that NEAC 
approve a grant "Pass-Through" and the inclusion of this concept as 
the funding mechanism for the proposed P? amendment. 

Although a majority of the committee members concurred in the 
overall conclusions and recommendations of the Report, NE/DP/PL and 
PPC/PDPR felt that the Report and the accomPtanying analysis does not 
adequately justify the approval of a grant 'Pass-Through" of the RG 
funds. Therefore, the PRC is unable to provide the NEAC with a 
final recommendation concerning the "Pass-Throu5h" issue. 

The basis of the PPC dissent is tha~ Agency policy clearly requires 
that the organization which ultimately utilizes such funds should in 
fact pay the true cost of these funds. In addition, such costs 

{\ 
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should be reflected in the tariff rates that are established by the 
organization. NE/PD/PL feels that a loan "Pass-Through" is 
preferable because it promotes sound financial management practices 
and also that the Financial Analysis attached to the Report did not 
in fact clearly establish that the best case scenario for the 
provision of a loan to ONAS (i.e., interest rate of 3.5% and 10 
years grace on the payment of Principal) was an unacceptable 
alternative from a financial point of view. The representatives of 
these offices have agreed to provide NEAC with separate memoranda 
elaborating the concerns of their respective offices. (To be 
distributed at the NEAC meeting as References (E) and (F) 



June 29, 1984"
 

osed 

PROBLEM: During the NEAC review of the PID for the proposed
Amendment to Project 664-004, a question was raised concerning the 
"Pass-Through" of the HG funds as a grant to the implementing 
agency, the National Sewerage Authority (ONAS). The NEAC expressed 
a preference that the GOT pass the HG funds to ONAS as a loan rather 
than as a grant as proposed in the PID. Prior to submitting a final 
PP Amendment to the NEAC, USAID/Tunis and RHUDO/NE were requested to 
re-examine the "Pass-Through" issue, discuss it with the GOT, and 
then seek AID/W advice concerning any resulting decisions. 

DISCUSSION: As a result of the NEAC request, a detailed analysis of 
the "Pass-Through" issue was completed LSee Attachments]. This 
analysis included an examination of the economic validity of the 
GOT's planned investment program in the Sanitation Sector as well as 
a study of the financial viability of ONAS and the impact of a 
variety of alternative senarios for the provision of the HG funds to 
ONAS including the affect of a loan or a grant on the covenants of 
the existing ONAS loan agreement with the IBRD. 

The Economic Analysis of the GOT's VI Development Plan [See 
Attachment A] concluded that the projected level of investment in 
the Sanit~tion Sector is economically essential if past investments 
'in the productive capacity of the nation (i.e., agriculture,
tourism, etc.) are to be maintained and serious deterioration of the 
nation's health and environmental infrastructure is to be 
prevented. 

The Financial Analysis [See Attachment B] of ONAS indicated that 
during its brief eight year history the organization has made 
extraordinary progress in establishing a sound financial basis for 
investments and operations, while undertaking an essential public
service oriented program in the Sanitation Sector. It was found 
that ONAS is well-managed in every sense and is well on the way to 
achieving a variety of objectives related to financial 
self-sufficiency within the decade. 

ONAS and the GOT also argue that ONAS's record of improving its 
financial and operational standards compare favorably with (and in 
some cases e~ceed) similar U.S. public wastewater utilities. This 
has been accomplished, they add, :nder political and financial 
constraints which are far more difficult than the ones which face 
their U.S. counterparts. For example, such U.S. authorities are 
generally permitted to operate with an overall annual operational 
deficit of approximately 11% of expenses, while normally obtaining
required funding for expansion from local, state, and federal 



-2­

resources (i.e., tax exempt bonds, indirect government subsidies, 
and federal government grants). 

At present, ONAS's operational revenues are derived from a very 
limited variety of sources including tariffs, service and 
installation charges, loans and compensatory governmental payments. 
In addition, the covenants of an existing IBRD loan agreement
require ONAS to maintain a debt/equity ratio of 1.3 and to 
internally generate 13% of average annual capital expenditures by
1986. A failure to comply with these covenants is unacceptable to 
the GOT due to the fact that such a failure would mean a departure
from existing policy objectives and require a restructing of 
existing loan agreements with the IBRD and other donors. The 
analysis demonstrates that accepta~ce of any additional debt by 
ONAS, even a loan with a long grace ~eriod on repayments, would have 
the net result of deteriorating ONAS s ability to internally 
generate required capital while seriously jeopardizing the 
organization's debt/equity position and thus inhibiting ONAS's 
ability to continue to borrow funds needed for projected ir.vestment 
in essential future expansion of the sanitation system. 

As part of the requested analysis, the overall GOT/ONAS program. was 
thorou~hly re-examined in order to determine whether the proposed 
grant 'Pass-Through" would result in adoption of policies and/or the 
financing of projects which might otherwise be viewed as 
economically unsound. This re-examination concluded that the exact 
opposite was true. A grant "Pass-Through" would allow ONAS to 
continue the existing committment to sound and economically
realistic policies and programs. On the other hand, a loan 
"Pass-Through" with the acceptance of another debt by ONAS would 
in fact force the organization to adopt some combination of 
economically unsound and negative actions in the future. 
Such unacceptable actions include: 

1.	 revenues throu h additional tariffs: Past 
s an t os~ se e u e un er t e B 

agreement increasingly reflect the average incremental 
cost of providing services. To push for more rapid 
increases than are already scheduled is not considered 
to be a feasible option given social, political, and 
economic realities in Tunisia. 

2.	 Reducing planned investments in the Sector: The costs 
to the economy of thIs option include the eventual 
pollution of existing scarce water resources, as well 
as the loss of re"enues from a decrease in tourism·and 
from the probable reduction in other productive 
industries resulting from the inevitable lowering of 

(. '1/
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national health and environmental standards. 
Politically, the current levels of planned investment 
in the Sanitation Sector must be maintained if the 
existing gap between the provision of water and 
sanitation services in urban and rural areas is to be 
addressed. This option is not economically or 
political acceptable to the GOT. 

3. Reducin the level of ONAS's e eration 
.an ma~nta nance ot t e System: ~s opt~on ~s seen as 
a short-term solution which would have a devastating 
long-term affect on the existing sanitation 
infrastructure and on the high operational standards 
that ONAS has successfully adopted. 

OTHER DONORS: Due to the fact that the proposed HG funds will be 
the u.S. contribution to a co-financed sectoral program, extensive 
discussions were held with representatives of the IBRD. In 
principle, the IBRD noted that it shares AID's preference that the 
costs of any borrowing should be passed on to the organization that 
utilizes the borrowed funds. However, the Bank advised RHUDO/NE 
that in this particular case it believes that the proposed
loan/budgetary mix of GOT financing for the sectoral program is 
reasonable and that the proposed borrowing of HG funds for a grant
"Pass-Through" to ONAS, as a budgetary contribution, is acceptable 
to t~e IBRD. In addition, both the IBRD and the Kuwait Development 
Fund expressed a reluctance to accept a proposal to accomodate AID's 
preference for a sharing of the grant/loan financing for the program
by restructuring their respective agreements with the GOT. This' 
reluctance is based on the preception that the proposed loan 
"Pass-Through" would have no substantive policy impact on the 
GOT's sectoral programs. 

GOT DISCUSSIONS: Subsequent to the completion of this detailed 
analysis, a variety of alternative senarios and AID's preference for 
a loan "Pass-Through" to ONAS were thoroughly discussed with 
appropriatH GOT and ONAS officials. The GOT was urged to accept the 
concept of a loan "Pass-Through" in order to assure that a true 
picture of pro~ram costs is reflected in ONAS's financial star~ments 
and in the GOT s plans in the Sanitation Sector. The GOT officials 
noted that such an arrangement had already been considered and 
rejected at the very highest levels of government. In any case, it 
was pointed out that the GOT would borrow the HG funds and pay the 
agreed on interest rate. These funds would then be passed-through 
to ONAS as the government's contribution to an essentia~ program. 
Therefore, the GOT officials concluded that the true cost of the 
funds would in fact be reflected in the GOT's future planning. 

!,(
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After exploring the variety of available options, the GOT officials 
concluded that the proposed loan "Pass-Throughll to ONAS would not 
be	 an acceptable option at this time. 

CONCLUSION: Subsequent to the completion of the requested analysis 
and discussions with appropriate GOT and IBRD representatives,
USAID/T and RHUDO/NE agreed on the following possible options: 

1.	 To insist on a loan "Pass-Through" and a 
restructuring of existing agreements with the other 
donors. At this point, such insistance would require
governmental intervention at an extremely high level 
and might not really have a substantial impact on the 
GOT policy decisions already reached. 

2.	 To withhold AID participation in the proposed
activities. This would force the GOT to cut back on 
investments in the sector and result in the exclusion 
of lvw-income neighborhoods and slums due to the fact 
that these are the most expensive areas to reach and 
produce the lowest revenue returns to investments. 
This option would also exclude AID from involvement in 
an essential and replicable package of activities. 

3.	 To agree to the concept of a grant "Pass-Through" to 
ONAS and to the completion of the proposed Amendment to 
the PP. 

It was concluded that the GOT's Sanitation Sector program is 
essential and economically viable and that a grant "Pass-Through"
of the HG funds will enab1~ the GOT to finance its share of the 
costs of implementing the program, while ensuring that the ONAS is 
not forced to incur an unreasonable additional debt which will delay
the achievement of financially sound organizational and programatic
objectives already agreed to with the other donors. 

RECOMMENDATION: That the PRC agree with USAID/Tunis and RHUDO/NE
and recommend that NEAC approve of the provision of HG funds to ONAS 
as a grant rather than as a loan and that this concept be included 
as the funding mechanism for the Urban Upgrading component of the 
proposed Project Paper Amendment. 

ATTACHMENTS: 
(A) State 074109 
(B) pp ~~EX; Economic Analysis 
(C) PP ANN~<; Financial Analysis 

Drafted By:USAID/Tunis, RHUDO/NE, and	 \ \, 
( , ',' 

4NE/PD/MENA:SFreundlich:06/14/84:Doc#0052f	 
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IIITIl SON£ RESERVArIOIl: EXPRESSED REGARnlllG THE POTEIITIAL \lILL eE CASED ON THE ACTUAL IItPLEr.ENIATICN or THE GOT'S 
NEOAT IV~ IIIPACT C~I FIIIAIIC IAL I1A tlAijEI1ENT ?!I'IlCT ICH. A PLAN FOR AIINUAL TARIFF INCREASES. 
MAJOR POIIIT or THE OISC~SSIOII ~A: IHAT OUAS'S PROJECTED 
SCHEDULE OF TA~lrF RATE IIICREAS~S. AlliED ~T REA:HIIIG THE 4. REVIEII OF THIS PROJECT HAS RA:SED A POLICY ISSUE ON 
REVENUE TARGETS ESTABLISHED UIIOER IHE 18RD LOAN, COST RECOVERY. PPC HA: AGR£ED 10 tlOT HOLD UP APPROVAL OF 
REPREwm A POLICY 08JECTIVE IIMICH AI~ SHOULD .UPPORT THIS PROJEC1 VHILE THE POL lev IS PEVIEVEO BUT 1I0TES IH~T 

FULLV. ilEAC ~L:O FELT IHAT RAIES OF IIICREASE 8EYOII0 THIS PRllJECT, PARTICULARLY THE HEHEIII OF THE GOT 
THOSE PRESEUTL~ PROJECTED I/ERE JUDGED TO BE GRAHIIIIG THE FUNDS PA'lSED THROUGH I~~ OtlAS, IS HOT 10 BE 
UUREALISTI~. IHE ilEAC /lOTED THAT THE AID PPOJECI CDHSjDE~ED PRECEDEIlT SEITING, DAM 
AGREEMENT SHOULD CONTAIN COVEIIANIS ~S INDICATED '" PARA 
2 6ELOIII ~ELAIED TO THE FI~~IlCIAL IARGET: THAT IHE GOT 
AND ONAS HAVE SET FOR THE O~GAUIZATION. IH ADDITIOII 
HEAC EXPRESSED THE IIEED FOP' A GOT INDlcmOIl COflCERNIIIG 
ITS CD"TIIIUIIl~ COM/lIIMEtlT 10 IIIPLEMENT A SERIES OF 
GRACUAL YEARLY R~TE IIICRE,1E: OF IHE TARIFF CHARGED BY 
OIlAS. A LEITER SUMMARIZING fHE GOT'S INTEHTIONS SHOULD 
IE PROVIDED PRIOR 10 THE OISBURSEMENT or ANV HG FUNDS. 
IIItHIN THIS CONTEXT IHE Iloe AGRHO THAT IHl 111:$I0H AlIO 
RNUDO SHOULD IlIlIEelATEL' PROCE£O IIITH IhE FIIlALIZAIIDII OF 
PROPOSED PP AME~D/lE3T FOR ?RESENIATION IN AID/~ ASAP. 
END SUMMARY. 

2. IHE IlEAC I1ET Olf JilL Y ~, 1914 10 A[VIEII THE REFERElICED 
RHORI 011 IHE PASS·IHROUGH IS:UE ~ElAIEO 10 PROJECI 
564'804. IHE DI:CUS:ION ~AS GEIIEUL.LY FAVORABLE 10 IHE 
ARGUItElln COIlr.ERIIIM :HE 'IECESSllt OF A r,UUI 
PASS·IHROUGH TO CIIAS. HO~E'lER II liAS NOIED IHAI JLlHOUGH 
OIlAS'S ~ROJECTEO SCHEOULE OF TARIFF qATE IIICREA'lE3 IS 
REAliSTIC AriD ACCEPIABLE TO AID, IHE r,01 HAS UOI A:; ¥[T 

A'PROVED ONAS'S LA3T I~O APPLICAllons fOR AUIHORII, 10 
IHCREASE IHE E":;T!tln IARIH UIE. ,I:; 'A RE:ULI II,I/AS 
UIICL[AR 10 ,IlAC A3 10 '4H[I"ER ~R NOT OIlAS IIILL BE IN A 
P031110;/ 10 M£[I IHE ,:IAOLI:HEO PEVEIIUE AND !!IVESTMEIII 
UPQEI BY mil ilEAC FELT IliA! A CDIIIIIIUEO r,AILURE TO 

UNCLASSIFIED
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ANNEX 

PROJECT DESIGN SUMMARY 
lOGICAL FRAMEWORK 

Project Title & Number: Tunisia Low Cost Shelter Project No. 664-HG-004 8 and C	 Life of Project: FY 83 to FY 8 
Total U.S. Funding: $46,000,000 
Date prepared: May 18, 1984 

rogram or ~ector ~oal: lhe 
broader objective to which 
this project contributes: (A-1) 

1.	 The project objectives are 1. Adoption of serviced sites 1. VIIth Development Plan 1. GOT continues to support 
to encourage more rational and owner self-help housing overall shelter goals of prog 

development of urban land and construction credit as major and give necessary priority t 
Services, to encourage owner­ element of GOT VIIth Development low-income urban pnpulations 
built rather than government­ Plan (1987-1991) Programs for 2. GOT prOVides necessary bud 
built housing, and to improve low-income groups. support and personnel to ONAS 
living conditions in previous­ 2. Improvements in sanitary service2. National Census CNEL and AFH. 
ly buil t-up 10\1 income indicators particularly in towns 1985-1990 
neighborhoods. where ONAS has responsibility to 

reach 60t of urban population by 
1990. 

~.. 

, ­
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ondltlons 
purpose has been achieved: 
End-of-Project status (B-2) 

levlng 

1. To expand tile availability 1. Production of sites and services 
of serviced housing sites which reaches 25~ of total AFH production 
are affordable by that portion in 8 interior towns. 
of the Tunisian population 2. CNEl mortgage portfolio includes 
which is at or below the credit for land purchase and housing 
National Urban Median Income construction for at least 3.550 
Leve1 2 and to help them build low-income households by 1989. 
their own homes on ~~ose sites. 3. At least 1000 hectars have been 
2. To increase the availability upgraded through sewerage and 
of mortgage credit for the 
purchase of serviced housing 
sites and the construction of 
housing units by the target 
low-income beneficiary
population. 
3. To upgrade and expand
sanitary sewerdge and drainage 
in selected 10w-inc~De urban 
neighborhoods and secondary 
towns. 

drainage improvement and 15.500 
low-income housing units within 
these selected neighborhoods and 
secondary towns are connected to 
sanitary sewerage by 1989. 
2. At least 22,000 houses in 
Greater Tunis in an area covering 
845 hectars have improved sewerage 
and drainage facilities. 

1.	 AFH records of serviced 
sites developed. 

2.	 CNEl records of No. of 10w­
income households downpayments
and mortgage loans signed. 

3. ONAS records of work 
completed in target neighbor­
hoods and towns. 
4. SQNEO records of Se\ierage 
services being paid for in 
selected low-income neighbo­
borhoods and towns. 

1. GOT will borrow the 
required funds to comple 
program.
2. loans wi~l go to targ
population and GOT will 
control and monitor 
enforcement of terms of 
loan. 
3. That semi-skilled and 
skilled labor and the 1a 
required to complete the 
Program are available at 
the target sites. 
4. There is a demand for 
housing loans of CNEl. 
5. AFH and CNEl wi 11 hav 
sufficient staff to 
implement the program.
6. GOT will borrow the 
funds sufficient to 
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Means 0 B- Assumptlons tor levl 
purpose: (B-4) 

4. To improve the capacity of 
GOT urban shelter land and 
services agencies and munici­
palities to plan for and 
prioritize investment in urban 
land devalopment and services. 

Urban land development assess­
ment and municipal inves tment 
study completed 

RllUOO 

RllUDO 

records 

records 

conduct the upgrading 
work. 
7. ONAS will have 
sufficient staff to 
implement program. 
8. Sufficient H20 is 
available in the inte 
towns and Greater Tun 
enable the system to 
function. 
9. IBRD &KDF finance 
portions of program a 
completed in a timely 
manner. 
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ssumptlons tor 1 eVl 
OUtDUts; (C-4)

rOjectOuputs: 

1. Housing sites serviced for 
low-income population. 

2. Housing Land construction 
loans provided to target low­
income Ilouseho1ds. 

3. New housing construction 
compl~ted by low-income 
target population. 

4. Houses in low income slums 
connected to sanitary lines 
and potable water. 

5. Primary & secondary sewer 
lines install ed. 

6. sewer lines recalibrated. 

7. Treatment Plants. 

8. Drainage lines constructed. 

1. 3.550 low-income housing sites ~. AFH. CNEL and MOH records. 1. Suitable land is acq
developed by 1989. by AFH • 

.. .. .. ..2. 3.550 low-income land and 2. 2. Local contractors 
construction mortgages contracted complete work in accord 
by 1989. with specifications and 

advertised prices . .. .. .. ..3. 3.550 units built by low­ 3. 
income	 beneficiaries. 3. Sufficient demand 

exists among low-income 
target groups. 
4. CNEL &AFH have 
adequate amninistrative
capacity to initiate an 
service loan program 
ta rge ted on 10\'1- income 
urban population. 

4. 16000 low-income households 4. SONEDE records	 5. contractors are 
connected	 to sewer systems by 1989. available and complete

within bUdget in a time 
manner. 

5. 224 Km primary &secondary 5. ONAS records 
sewer lines installed by 1989. 

6. 8.3 Km sewer lines reca1ibrated 6. ONAS records	 6. Necessary cODnodity 
by	 1989. curements are completed 

within bUdget and in a 
timely manner. 

7. treatment plants buil t	 '1.. ONAS records 
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Project Inputs (0-1) Implementation Target
(Type and Quantity) (D-2) 

Means of Verification (D-3) Assumptions for provldi 
inputs: (D-4) 

A. HG Progrdll1 Loan A. US $46 Mi 11. HG Loans A. HG Program Loans 

1. Sites &Services Canponent. 1. $14 Mill. for sites~ services 1. Rhudo records. 
&housing construction loans. 

2. Urban Upgrading Component. 2. $24 Mi11.for upgrading sewer­ 2. Rhudo records. 
age and selected drainage in 
seconda.~ :ities included in 
Thirty Cities Programs. 

3. 8 Mill. of low-income upgrad­ 3. RHUDO records. 
ing of 4 neighnorhoods includ­
ed in Greater Tunis Program. 

B.IBRD LOdn B. US $34 Million B. IBRD/GOT recordc; 

C. KOF LOdn C. US $14 Million C.KDF/GOT reGu.~s 

A. HG Program Loan 

1. HG Loan authori zed I 

Bureau. 
2. GOT signs loan agre 

for first borrowing 
US lenders by end 0 
Fiscal Year 1984. 

B. IBRD Conditions 
of effectiveness are me 

C. KDF reSOurces 
available. 

D.	 GOT Contribution D. US $49 Million D. GOT records D. GOT resources 
aval1able. 

E.	 Bellef i ci ary DO\inpayment E. US $1.4 Million E. CNEL records E. BeneffCiaries sign 
up for loans. 


