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PROJECT AUTHORIZATION

Name of Country: MOROCCO Name of Project: Tetouan Urban Development Grant
- Number of Project: 608-0194

1. Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amended,
I hereby authorize the Tetouan Urban Development Grant Project for Morocco
involving planned obligations of not to exceed $ 800,000 in grant funds over a
three year period from date of authorizatiom, subject to the availability of
funds in accordance with the A.I.D. OYB/allotment process, to help in
financing foreign exchange and local currency costs for the projeét. The
planned life of the project is five years from the date of initial obligation.

2. The project comsists of the provision of iechnical services, training and
commodities in support of AID Housing Guarantee No. 608-HG-001 which will
finance a comprehensive urban upgrading and shelter program in Tetouan.

3. The Project Agreement which may be negotiated and executed by the officers
to whom such authority is delegated in accordance with A.I.D. regulations and

Delegations of Authority shall be subject to the following essential terms and
covenants and major conditions, together with such other terms and conditions

as A.1.D. may deem appropriate.

Source and Origin of Commodities, Nationality of Services

Commodities financed by A.I.D. under the project shall have their source and
origin in Morocco or in the United States except as A.1.D. may otherwise
agree in writing. Except for ocean shipping, the suppliers of commodities or
services shall have Morocco or the United States as their place of
nationality, except as A.I.D. may otherwise agree 1n writing.



ACTION MEMORANDUM TO THE MISSION DIRECTOR

FROM: William S. Rhodes, Program Officer (03
PROBLEM:

Approval of the Project Paper Supplement to HG-001 and the'Project
Authorization of the Tetouan Urban Development Grant (608-0194).

DISCUSSION:

The Housing Guaranty (HG) Tetouan Urban Development Project (608~HG-001) was
approved by USAID Morocco on September 26, 1985 and the HG loan authorizations
amended on the same date in order to make HG funding available for the
project. At the time of the approval of the HG project, the Mission
determined that it should be supplemented to include a DA grant-financed
technical assistance component which would help assure the success and
replicability of the "institutional nodel”™ being cstablished. The HG
loan-financed project includes the upgrading of a squatter settlement,
development of privately-—owned land for low-cost housing, a sites and services
project and offsite infrastructure. It is designed to prevent the spread of
unregulated and unserviced ("clandestine") housing in Tetouan. If successful,
the institutional structure of this project will serve as a model for similar
urban development projects in other Moroccan cities. The structure provides
for the close collaboration of the rational community infrastructure fund, the
national housing upgrading agency, a regiomal utility company, and the
municipal government of Tetouan.

Because no single entity within the Government of Morocco had the combination
of statutory powers, financial resources, managerial functions or personnel to
carry out and replicate complex urban development projects, the project
proposes that four GOM institutions work together to do so: the Fonds
d'Equipement Communal (FEC), the Agence Nationale Contre 1l'Habitat Insalubre
(ANHI), the Municipality of Tetouan (MUN), and the Regie Autonome
intercommunale pour la Distribution d'Eau et d'Electricite (RDE). In order
for these agencies to efficiently carry out this multi-faceted project, the
Mission determined it was appropriate to strengthen their capacity to perform
certain implementation functions.

A Technical Assistance and Training Needs Assessment was carried out by
Research Triangle Institute (RTI) in collaboration with RHUDO to determine
what level of assistance effort was required by these organizations. RHUDO
and the Mission reviewed the Assessment and, based on certain revisions of
RTI's estimates of the requirements of the institutions, the attached Project
Paper Supplement was prepared.

The technical assistance and training component of this project is designed to
strengthen the capacity of the four implementing institutions responsible for
the urban development project financed by the HG loan. The activities to be
funded by the grant include: a) short-term expatriate technical assistance
and training totalling 40 pm ($619,000); b) training ($46,000), c)
micro-computer assistance to the FEC, ANHI, and MUN ($85,000); and d) an
environmental assessment ($50,000). Total LOP funding for the component is
$800,000, which will consist of both USAID and RHUDO development assistance
(SpDA) funds. The grant will be funded incrementally, with most funds to be
obligated in FY 1986.



The USAID has received a Budget Allowance of $500,000 from its FY 1986 OYB,
and PRE/H has transferred $200,000 additional grant funds from its OYB to the
Mission (State 223283). PRE/H funds will be provided in increments over FY¥s
1986-88. The FY 1986 amount is $200,000, and the total obligation for this
component in FY 1986 is therefore $700,000. The Congressional Notification
for Mission grant funds for this Project expired without objection on Jume 17,
1986; no Congressional Notification 1s required for PRE/H grant funds (State
223283).

You are authorized to amend the Tetouan Urban Development Project (608-HG-001)
through the approval of this DA grant-flnanced PP Supplevent (608-0194) under
Section 2 of Redelegation of Authority No. 113.3A.

RECOMMENDATIONS :

1. That you approve the Project Paper Supplement by signing the PP face
sheet (Project Data Sheet).

2. That you sign the attached Project Authorizatiom.

APPROVED :@&«& b(%———?

DISAPPROVED:

DATE: ) 2:'51, [9Ch




Ocean shipping financed by A.I.D. under the project shall, except as A.I.D.
may otherwise agree in writing, be financed only on flag vessels of the

United States.
Signature %j A’ . %’IM

Charles W. Johpso
USAID Migsion QRirdctor

Clearances:

A. PROG:WSRhodes  (J2/2
B. RHUDO:HBirnholZ
C. CONT:PLCallen 27
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SUMMARY

Project Title
Tetouan Urban Development Grant

Project Number:
608-0194

(Grant Supplement to 608-HG-001)

Total Project Amount

AID: 0.80 million
GOM: 0.27 million
Total: 1.07 million

Source of Funds
AID: 0.80 million
GOM: 0.27 million (in-kind contributions)

Terms
Grant to the Government of Morocco

Life-of-Project
5 years

Coordinating Entities '
USAID/Rabat and the GOM Ministry of Interior

Implementing Entities
Community Infrastructure Fund (FEC)
National Shelter Upgrading Agency (ANHI)

“Municipality of Tetouan (MUN)

Regional Utility Company (RDE)

Summary Project Description

Rationale: The AID Housing Guarantee Tetouan Urban Development Project
(608-HG-001) approved by USAID/Morocco on September 26, 1985, is
intended to finance an innovative approach to the problems of
unregulated urban development. The project requires four principal
implementing agencies-of the Moroccan government to fundamentally
cooperate closely on a major development project. Although the agencies
are fundamentally sound and well-managed, the magnitude of the project
and the innovative nature of the institutional relationships required to
execute the project necessitate supplemental technical assistance and
training focused on functions critical to the Project. The Tetouan
Urban Development Grant Project (608-0194) has been designed to respond
to this need. This grant project was anticipated in the 608-HG-001
project paper and is a necessary supplement to it; this Project Paper
Supplement should be read in conjunction with the Project Paper for the
HG-financed Tetouan Urbai Development Project (608-HG-001). :

Goal: To attain the sector goals of the Tetouan Urban Development
Project (608-HG-001) by assisting in the creation of a replicable

institutional model for executing this Project and similar future

projects.



Purpose: To strengthen the institutional capacities of the GOM agencies
implementing the Tetouan Urban Development Project and other similar
projects.

Policy Objectives: To help implement GOM urban sector policy
initiatives, including (1) mobilizing private sector financing of urban
development, (2) increasing municipal revenue generation, (3)
decentralizing financial management froin cential to local governments,
and (4) improving coordination among implementing agencies,

Project Components: To assure the effective implementation of this
Project, the grant funded supplement to the HG loan project will finance
the provision of U.S. technical assistance and training, microcomputer
equipment, software and training, technical training in a local
institution and the performance of an environmental assessment.

Technical assistance in the form of short-term advisers, will provide
consultancy, on-the-job training, and orientaticn through seminars,
addressing project management and monitoring, financial management, .cost
recovery, revenue generation, community services, and selected technical
topics related to ongoing implementation activities.

Technical assistance will address project management and monitoring,
property registration and tax collection, delivery of municipal services
and recovery of their costs, municipal financial management and
budgeting, and conmunity development. The assistance will be provided
by short-term U.S.-based advisers.

Technical assistance and training for land registry will be provided to
the ANHI and MUN, who will coordinate with the Ministry of Agriculture
Land Office (DCFTT), the GOM agency responsibie for registry and titling
of land, in order to strengthen, accelerat2, and ensure registry of
project beneficiairies' land.

Training will be provided in computerization of certain implementation
functions (FEC, ANHI, MUN), in technical subjects related to
neighborhood upgrading and to sites and services projects (FEC, MUN), in
municipal financial impact analysis (FEC, ANHI, MUN), in financial
management (FEC, ANHI, MUN), in project appraisal (FEC, ANHI), in
delivery of municipal services (MUN, RDE), and in sewage treatment plant
design and operations (MUN, RDE). The training will take a variety of
forms, such as seminars, workshops, short courses, and on-the-job
training. It will be provided both by U.S.-based short-term advisers
and by local training iastitutjons such as the Ministry of Interior's
Training Division. Where possible, training in common areas of need
will be provided in one program to participants from different agencies,

Due primarily to the large workload increase imposed by HG-001
implementation, microcomputers and appropriate software will be provided
to the implementing agencies - FEC, ANHI, and the Municipality of .
Tetouan. (The regional utility company is already computerized.) FEC
will receive two microcomputers and related software to accommodate
their increased workload for HG-001 financial analyses and for technical
and financial monitoring of the loan project. ANHI will receive two
microcomputers and appropriate software to handle 30 thousand project
beneficiary files. The machines can also be used for financial
analyses. The Municipality will require two microcomputers and software
to replace current manual financial record-keeping and to handle project
cost-recovery files,

Project Funding: As shown in Table 1, AID grant funds will finance the
above components. GOM will provide in-kind contributions of office
space for expatriate advisers, personnel, and operating expenses of the
GOM implementing agencies.

7
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TABLE I
SUMMARY FINANCIAL TABLE
Technical Local
Project Assistance Computerization Training
Components & Training & Services Subtotals
AID GOM AID GO AID GOM  AID GOM
FEC-Support 198 66 15 5 - - 213 71
ANHI-Support 129 43 30 10 - - 159 53
MUN~-Support 217 72 40 13 - - 257 85
RDE-Support 86 29 - - -t - 86 29
MOI-Grant - - - - 35 12 35 12
Environmental
Assessment - - - - 50 17 50 17
630 210 85 28 85 29 800 267
AID Contribution (75%) 800
GOM Contribution (25%) 267
J. End of Project Status

Upon completion of the Tetouan project, the participating agencies are
expected to have accomplished the levels and types of performance
described below. Progress in these respects is to be measured against
the Technical Assistance and Training Needs Assessment (Annex B), which
presents the baseline situation.

Four agencies will have cooperated to implement a comprehensive
urban development project.

Tetouan's Municipal administration will be fully operational in the
following areas:

-~ design and management of programs to recover costs of urban
development

-- delivery of services to all urban residents

— management of waste water treatment

- management of solid waste

The Regional Utility Company and the Municipality will have
selected appropriate and affordable technology of waste water
treatment and will have instituted an equitable program of cost

recovery. The owner of the treatment facilities will have trained
staff capable of operating and maintaining the facility.



- The Municipal Development Bank staff will be trained and equipped
to evaluate and manage multiple component urban development loans,
and, beginning with the Tetouan project, will be able to provide
technical assistance in design and management of cost recovery
programs to municipal governments.

- The National Upgrading Agency will have an organizational
structure, tools, and techniques capable of implementing all
technical aspects of similar projects in other Moroccan cities.

- An environmental assessment will have impacted on the choice and
design of waste water treatment facilities according to USG
requirements as administred by AID.

K. USAID Project Committee:
Harry Birnholz, Regional Housing Officer
Robert Adams, RHUDO Project Manager
W. Stacy Rhodes, Program Officer
Randal J. Thompson, Project Development Officer
Parela L. Callen, Acting Controller
Dianne C. Tsitsos, Project Manager
Ulrich F.W. Ernst, Economist
Robert Meighan, Regional legal Adviser




II BACKGROUND

A. The Tetouan Urban Development Project

The rapid growth of Morocco's urban centers has been accompanied by the
inability of the formal housing sector to meet the shelter needs of low income
families. This situation has resulted in the growth of two types of informal
housing: bidonvilles and clandestine neighborhoods. Bidonvilles are crowded
neighborhoods of shacks or similar rudimentary shelters. Clandestine
settlements, in contrast, are unplanned, unregulated (i.e. lacking formal
authorizations, permits and formal land titles) neighborhoods of more
substantial dwellings, often concrete structures of two or more storeys. Both
types of neighborhoods lack utilities and other infrastructure and community
facilities. Both serve the needs of low income groups, though residents of
clandestine housing tend to be somewhat better off and are apparently more
willing to invest their scarce resources in housing,

The Government of Morocco (GOM) has identified the "regularization® of
clandestine housing as its top priority, because of the rapidity and extent of
its growth, Because the dwellings themselves are typically well constructed,
addressing the problems of clandestine neighborhoods is much more directed at
the whole spectrum of urban development issues than at housing, per se, If
the GOM is to be able to deal with the housing needs of its population,
particularly those of low and moderate income, whether housed in bidonvilles,
clandestine neighborhoods or elsewhere, it must find ways to regain public
control over urban development, and encourage private investment in the sector.

The current HG-001 project, originally conceived as a relatively
straightforward upgrading of the Dersa/Samsa neighborhood of Tetouan, has
evolved into the first comprehensive effort to do this. 1Its approach is
innovative in the ways in which it will bring public and private sector
resources to bear on a major clandestine area. If successful, this approach
will be the model to be applied in other cities of Morocco.

The shelter upgrading component is now one of three major project components,
the others being a sites and services project on adjacent land, and a "Zone
d'Aménagement Concert&" (ZAC) project. The latter two components are seen as
a means of preventing future spread of clandestine housing and are also
important for the mobilization of private investment in low-inccme housing
development in the area. Two further aspects of the project are essential to
its success: an off-site sewerage project and a technical assistance and
training component. The latter is the subject of this PP Supplement.

B. The Technical Assistance and Training Component

Technical assistance training was anticipated by the HG-001 design as a
project component for which supplemental Development Assistance grant funding
would be provided iy USAID/Rabat and RHUDO/NE. The Project Paper summarized
issues of the technical assistance component as follows:



Issues which could be effectively addressed by technical assistance
in...de: project management and monitoring, property registration and
tax collection, management and delivery of ronicipal services,
management of municipal finances and budgeting, and community
development. The technical assistance could also be a means of
influencing future policies by having positive effects on cost recovery
and the financial situation of the Municipality of Tetouan. It could
provide a replicable model to other cities.

Following approval of the Project Paper, an assessment of technical assistance
and training needs was carried out by the Research Triangle Institute with
funding provided by RHUDO. The consultant's report is included in this pp
Supplement in the form of Annex B.

C. Needs Assessment and Project Design

The project described in this Supplement differs from that of the RTI
assessment (Annex B) in three respects:

1) A total assistance budget of $1.4 million proposed by RTI, whereas
this PP supplement has a budget of $0.8 million. This reduction is due
to budgetary constraints and the deletion of a resident technical
adviser, USAID/Rabat and RHUDO believe that program objectives can be
achieved at this level of assistance.

2) The RTI assessment recommended the use of a long-term resident
adviser, whereas this proposal relies upon short~term advisers and
RHUDO/Rabat staff to perform the functions intended for a resident.
RHUDO determined that although a long-term resident adviser dig not
appear vital to the success of the project, the possibility should not
be excluded. RHUDC and the Mission intend to reexamine the resident
adviser issue during an early phase of project implementation and are
prepared if necessary to either reassign the resident PSC currently
assigned to RHUDO/Rabat to assume responsibility in Tetouan, or to
procure a resident advisor to be based in Tetouan with Project funds
(608-0194) or, if necessary, with additional funds from separate
RHUDO/NE grant monies..



3) This PP Supplement places a greater emphasis than did the Needs
Assessment on the project's financial intermediary, the FEC. This change
from the =ssessment, which expands the FEC's role to provide technical
assistance to the Municipality of Tetouan for financial management,
particularly cost recovery, and which reduces ANHI's role in providing
technical assistance for cost recovery to MUN, is the result of guidance
provided by PRE/H and RHUDO/NE. The objective of project replicability
could be best served by strengthening FEC's ability to assist
municipalities in their cost recovery programs .

The functions that the implementing agencies are called upon to perform in the
context of this Project generally correspond to their mandates and

experience. However, each institution will be required for the first time to
work closely with the others to implement an innovative and comprehensive
urban development project. The required cooperation and coordination of
activities calls for modifications in management structures and reporting
procedures, as well as enhanced data management and analysis capabilities. A
program of specialized training and technical assistance tailored to the needs
of the Project and to the existing capabilities and requirements of each
institution is essential to molding the institutional model critical for the
success of this Project, and to assuring its replicability elsewhere.

The discussion in the following section outlines the needs of the
Project overall and of each of the four constituent institutions,

III PROJECT DESCRIPTION

A. Project Goal and Purpose

The project's overall goals, as defined in the HG-001 Project Paper, are
as follows: :

The sector goal of this Project is to improve the shelter conditions of low
income households in urban areas of Morocco. Progress toward this goal will
be made by achieving the Project's objectives which are: (a) to upgrade a
clandestine settlement and prevent its spread, in a major Moroccan secondary
city, and (b) to develop a model of a comprehensive approach to urban
development and shelter finance for low-income families. In accomplishing
these objectives, the Project will:

= Support GOM policies which aimed at the
problem of the proliferation of clandestine settleme: ts;

- Increase the availability of affordable shelter
solutions for low income families;

- Support initiatives to provide critical environmental
services to major urban centers;



- Create an institutional structure capable of
implementing similar projects in other urban areas;

- Support GOM efforts to strengthen local governments'
ability to deliver services to residents on a cost
effective basis;

- Support existing financial institutions and
intermediaries that will strengthen private capital.
market initiatives in the shelter section,

The program goals are identical to the HG project goals. The project's
purpose is to strengthen the institutional capacities of the GOM agencies
implementing the Tetouan Urban Development Project and other similar projects,

B. The Institutional Model

The assessment of the institutional infrastructure during project
development identified a major gap. No single entity of the GOM has the
combination of statutory powers, managerial responsibilities and staff
capabilities needed to carry out a comprehensive urhan development project of
the type planned for Tetouan. Consequently, the Project will bring together
several orcanizations that jointly offer the requisite powers, skills and
perscnnel. Establishing the management systems for effective cooperation
ne>ded to carry out the Tetouan Project will provide the institutional model
that could be replicated for similar projects elsewhere.

The institutional model developed for the specific purpose of
implementing the HG 001 Tetouan Project, and designed for similar activities
elsewhere comprises four key agencies:

- the Community Infrastructure Fund (FEC), a subsidiary of the Caisse
de Dépdt et de Gestion (CDG), the major public finance institution
in Morocco;

- the National Shelter Upgrading Agency (ANHI), a national public
agency under the direction of the Ministry of Housing responsible
for improving substandard housing conditions;

- the Regional Utility Company (RDE) which builds, operates and
maintains water and electrical systems in the Fcovince; and

- the Municipality of Tetouan (MUN) which is administered by a
locally elected Municipal Council and President, operating under
the authority of the Ministry of Interior.

The structure sketched is still subject to further refinement and
modification; for example, the specific responsibilities for procurement of
technical studies and construction services may change from what is described
here, as the agencies negotiate their agreements and protocols.

The FEC will be the borrower of the HG loan by agreement with the Ministry of
Finance. The FEC will receive dirham equivalents of dollar loans through the
Bank of Morocco and will on-lend these amounts to the Municipality. The



Municipality will reimburse the FEC who will reimburse the Bank of Morocco.
Reflows in excess of reimbursement obligations vill be reinvested by the FEC,
e.d., in other urban development projects, in order to generate additional:
returns, The FEC in its role as project financer will monitor Project
implementation by all agencies involved to assure compliance with the Project
Delivery Plan as will be agreed upon in the HG0Ol Program Agreement.

The ANHI will act as the technical adviser to the Municipality of Tetouan. It
will have the lead responsibility in the procugement of all technical and
construction services for on-site sewerage and electricity for the
Municipality. It will manage and supervise contractors, and prepare all
documentation supporting payment to them. In addition, ANHI will work with .
the Ministry of Housing on developing policy guidelines for upgrading, and
"test" these guidelines by applying them to the Tetouan Project.

To provide effective technical support services to the Municipality, ANHI will
establish and maintain an on-site office (its first) in charge of the actual
execution of the Project.

The Municipality of Tetouan will borrow from the FEC to pay for all
construction works and equipment. It will also be responsible for all
contracting (with ANHI's technical advice), operation and maintenance of all
project works through its Municipal Administration, and by arrangement with
other agencies. The Municipality will be charged with cost recovery and
repayment to the FEC. Costs will be recovered through a variety of means,
including municipal taxes, sales of serviced plots, betterment assessments,
and through utility surcharges collected by the RDE.

In addition to its role in cost recovery, the RDE will procure and supervise
technical studies and construction services for off-site water and sewerage
works. The RDE will operate and maintain water works, but responsibility and
arrangements for operation and maintenance of the off-site sewerage works will
be determined by the GOM as a condition precedent to the first disbursement
under this Project.

Technical assistance and training will be provided to the ANHI and MUN, in
coordination with the DCFTT, in order to strengthen, accelerate, and ensure
registry and titling of project beneficiaries' land. '

Figure 1 provides a breakdown of Project activities, showing the primary and
secondary responsibilities of the implementing agencies. As noted, some
elements may be subject to revision in the course of negotiating interagency
agreements and protocols,

C. Interagency Agreements

Figure 2 shows the interagency and beneficiary agreements necessary for
application of the institutional model to the Tetouan project. The
interagency agreements will be as follows:

- The agreements and system of guarantees between USAID, MOF, the US
lender, Bank of Morocco and the FEC are all standard to the HG
program and GOM procedures;

FEC - MUN

- The FEC will sign a loan agreement with the
Municipality, and disbursements will be made to a
special treasury account created for the
Municipality through the Ministry of Finance;

MUN - ANHI

- The Municipality of Tetouan (MUN) will contract with
ANHI, technical advisor for the execution of the
project;

- The Municipality will sign all on-site construction °
contracts, and ANHI will either authorize or make
payments for the Municipality of Tetouan to

-~
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FIGURE 1

Project Finance

Primary Agency

Secondary Agencies

Negotiate HG Loans MCF
Negotiate FEC Loans FEC/MUN
Cost Recovery MUN/RDE
Contract Management ANHI
Project Preparation
Land use planning ANHI
Land tenure situation ANHI
Socioeconomic analysis ANHI
Feasibility studies ANHI
Preliminary plans ANHI
Preliminary engineering CONS
Final project and bids ANHI
Project Execution
Registration and titles MUN/CAD
Land expropriation (inf) MUN/LAND
Street surfacing ANHI/MUN
Sewerage facilities RDE/MUN
Water supply ANHI
Power supply and streetlights ANHI
Environmental protection MUN/RES
Project Cost Recovery
Offsite infrastructure MUN
Streets MUN
Sewerage facilities RDE/MUN
Water supply , RDE
Power supply and streetlights RDE
Municipal equipment MUN
Land Registry
Upgrading, ZAC,
Sites and Services ANHI/DCFTT
- Coordination with other
Ministries for Public facilities GOV/sC
Abbreviations

MUN Municipality of Tétouan
CAD Cadastral Survey

RDE Utility Agency

RES Residents

LAND Land Office

CONS Consultant Firms

FEC
ANHI
ANHI

RDE/MUN

MUN
CAD/CONS
Ccons
CONS
MUN/RDE
ANHI/RDE
RDE

ANHI
ANHI
MUN
ANHI
MUN/RDE
MUN/RDE
ANHI

RDE
RDE
RDE
MUN
MUN

MUN

“ANHI/MUN

ROH Regional Housing Office (MOH)

GOV Provincial Governor

SC Steering Committee

ANHI Agence Nationale de lutte

contre l'Habitat Insalubre

FEC Fonds d'Equipement Communal

"DCFTT Direction de la Conservation
Fonciére et Travaux

Topographiques
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FIGURE 2
INTERAGENCY AND BENEFICIARY AGREEMENTS

- Guarantee

USAID Us Le?der
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Grant Housing I
Agreement Program Guarantee HG Ldan
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MINISTRY OF MINISTRY OF
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Agreement
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ANHI T48 T|oF TETOUAN [ “8reement—  onop
Contracts //////, Contracts
A and E Cost Recovery A and E
Firms Agreement Firms
Contracts Contracts
|
All on-Site Construction Construction| Offsite Water
Construction | Firms Firms and Sewerage
. Direct
FEC Recovery
- + Mechanisms
‘__4:::::::] i Intermediatie%
User
Agreements
m iz;l}' | Beneficiaries

Protocol

I
Land Registry
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MUN - Beneficiaries

- Beneficiaries will receive formal land titles and they will also be
issued Occupancy Permits formally authorizing their housing
situation. They will also sign cost recovery contracts which
clearly define the services being provided and their obligations in
making advance and monthly payments.

The HG-001 Implementation Agreement with the GOM will require that all
protocols and agreements between key agencies and entities be conditions
precedent to the first disbursement.

D. Needs, Inputs, and Outputs

The needs for technical assistance and training are determined by the
requirements of the Project and the current capabilities of each of the four
implementing agencies. Any modifications or adjustments in functional
responsibilities in the course of hegotiating the necessary interagency
agreements and protocols is therefore likely to change the needs profile.
Consequently, the allocation of technical assistance and training effort among
the four agencies sketched here may change to respond to changed needs.

How the individual agencies relate to each-other in the Tetouan Urban
Development Project will determine the efficacy and replicability of the
institutional model. Information exchange and reporting will represent a key
element of the interagency relationships. To provide a cammon core for the
computerization of the agencies' work relevant to the Project, the functional
data processing and reporting requirements across agencies will be examined
prior to the procurement of the microcomputers and relevant software. This
functional data processing needs assessment will describe the common data
bases, such as financial information, project planning and monitoring data,
beneficiary data, etc,, identify appropriate general software packages or
special applications development needs, and assign lead responsibilities arong
the agencies for the development .and maintenance of common data bases.

Sharing data bases and analysis/reporting software does not mean
centralized data processing. Instead, this common core system is designed to
facilitate information exchange and financial and technical planning and
monitoring of different Project components. Computerization and systems
development and training for the individual agencies will build on this common
core to address their specific needs within the framework of this Project.

1) Fonds d'Equipement Communal (FEC)

a) Needs

Since its founding in 1959, the FEC has evolved from a passive to a more
active role in identifying, preparing, and monitoring loans to local
governments, Its first investment in upgrading a substandard urban area was
made in 1980, with World Bank financing. The Tetouan project will expand
their role from investment in upgrading to financing and monitoring of all the
components in a comprehensive urban development scheme. The Tetouan project
will also increase FEC's annual lending by about 30% over its 1985 level.
FEC's role as a lending institution will be further <rtended to include
assistance to the Municipality in the design and monitoring of its cost
recovery programs.
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Given FEC's responsibility as the financial manager of the institutional model
for the project, the additional workload and expanded role require expatriate
technical assistance, and training and two micro-computers with software and
introductory training in,

i. Technical Assistance and Training: Expatriate specialist
assistance, including training, is needed to strengthen FEC's
analytical and managerial capabilities as applied to comprehensive
urban development projects generally and to municipal cost recovery
design and monitoring, specifically.

ii. Computerization:

The likely volume of use of data based and fisancial analysis
tools, as well as the need for redundancy, call for a minimum of
two microcomputers to be provided under this grant, with
appropriate commercial software, peripheral equipment,. and
introductory training. In addition, short-term technical
assistance may involve the preparation of special applications,
which would also require training in their use.

b) Inputs: The inputs necessary to meet the needs include expatriate
short-term assistance, training in the use of microcomputer software, and
provision of data processing equipment. . Inputs are summarized in

Table 1.

i, Technical Assistance and Training: An estimated total of twelve
person-months of assistance over the life of the project by at
least two specialists will meet project needs.

ii. Computerization:
- Training: One person-month of training in the use of data
processing equipment and software, during the first year, will meet
assessed needs, :

- Equipment: Two microcomputer and software packages, to be
determined by a more detailed assessment, estimated to cost
$20,000, (including introductory training)

c) Outputs:

i, Technical Assistance and Training: FEC's project managers will
acquire understanding of, and experience with, multiple-component
urban development finance for the first time, increasing their
capability to evaluate, prepare, and monitor similar projects in
other Moroccan cities. The FEC will strengthen its capability in
the design and management of cost recovery programs, while
simultaneously providing direct assistance to the Tetouan
Municipality for its cost recovery program.

ii. Computerization:

- Training: The managers in the Finance Section of the FEC will
acquire the tools and skills to perform more complete financial
analyses of loans for multiple-component urban development
projects. Their present capability is limited to brief analyses of
single component projects,

Data Processing Equipment: The microcomputer and software will
meet the needs for analytical and project management functions of
FEC for the life of the project.
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2) The National Shelter Upgrading Agency (ANHI)

a) Needs:

The Tetouan project will double ANHI's current portfolio. It will also
require that ANHI open a project office for the first time. The field office
will manage all technical services required for planning, design, and
construction of the project.

ANHI's needs include short-term assistance, detailed assessment of data
processing needs, training in data processing, and the provision of two
microcomputers with appropriate software.

i. Technical Assistance and Training: Assxstance, including
training, is needed in financial management, in project monitoring
and evaluatlon, and in local management of urban development
projects in collaboration with 1ocal unxts of government and
beneficiaries, .

ii., Computerization:

- The Needs Assessment determined that the project would double
ANHI's current beneficiary record-keeping requirements from 15 to
30 thousand beneficiary files. Computerization of these files is
practically a necessity. ANHI also needs a computerized system of
project accounting, as well as increased analytical capability. A
more detailed assessment of needs for computer equipment and
software is requlred as part of this effort. Formal training will
be required in order to computerize record keeping and analytical
functions,

b) Inputs: Inputs include short-term assistance (6.5 pm), training in data
processing ( 2 pm), and the provision of two micracomputers and software,

i. Technical Assistance and Training: Six and one-half months of
assistance with training by two experts, a management specialist
and a community organization specialist, will be provided.

ii. Computerization:
- Training: At least two person-months of training in the use of
data processing will be provided to ANHI's management staff.

- Data Processing Equipment: A more detailed assessment of needs
will be performed in order to assess ANHI's data processing needs
in detail and to design an appropriate microcomputer-based
information system. Two microcomputers and appropriate software
will be provided at an estimated cost of $25 000 (including
introductory training).
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3)

a) Needs:
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Outputs:

i.

ii.

Technical Assistance and Training:: Organizationally, ANHI will
have established tested procedures and systems for managing the
technical aspects of a comprehensive urban development program,
including procurement of technical and construction services,
project monitoring, and financial analysis. Its staff will have
acquired skills and experience in technical and managerial areas
related to these functions, including the use of microcomputers for
project planning and monitoring, data base management, financial
analysis and the preparation of. reports and briefings for decision
makers and colleagues in their own and other implementing agencies.

Computerization: Two microcomputers with adequate peripheral
equipment will be installed. data base management, analysis and
reporting applications will have been developed by the staff and by
short-term experts to meet the needs of the Project and similar
initiatives elsewhere. Specifically, ANHI will dispose of a
current data hase of some 30,000 beneficiaries.

Municipality of Tetouan (MUN)

The needs assessment concluded that the MUN was relatively well
managed.
quality of municipal management, but from a structure of local government that
was not designed to cope with rapid expansion, locally planned and managed
investment in infrastructure, or cost recovery. In the Project, the MUN will
borrow funds necessary to finance the project, procure the services necessary
to plan, design, and manage the project, from conception to construction, to
operate the infrastructure systems thereby created, either itself or through
delegated entities and the RDE. It must also recover project costs from
beneficiaries by a variety of means. The MUN is not presently capable of
performing the wide range functions needed by the project. Since financial
constraints limit the amount of assistance available for the project, the
program for the MUN is targeted to assist to MUN to obtain precise outputs.,

The unplanned growth of Tetouan has resulted not so much from the

The needs that are critical to the implementation of the project include:
assistance in the areas of municipal financial management, especially the
project's cost recovery program and FEC loans, organization of public works,
solid waste collection and disposal, waste water system management, and
computerization of accounting and analytical functions. Although a total of
16 person-ronths of assistance and training is allocated to MUN in the
program, the MUN may also participate in assistance and training provided to
the RDE, FEC, and ANHI.

i.

Technical Assistance and Training:

- Financial Management: Assistance and training is needed in

techniques of financial analyses and budgeting required by HG-001
but applicable to other projects as well.



ii.

iii.

b) Inputs:

ii.
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Public Works Management: Technical assistance, including training,

is needed in public services management and organization including
solid waste management in the project area, personnel management,
task plarnirg and budgeting, and performance evaluation.

Technical Training: An organized program of traininé for municipal

technical staff is needed in systems operation, maintenance of
physical plant, and maintenance of equipment. Municipal
technicians need a training program for waste water treatment plant
operation and maintenance,

Computerization: Computations for all types of accounting are now

performed manually. Existing procedures are unable to cope with
the increased workload of handling municipal financial records and
project cost recovery files. A more detailed assessment of needs
for assistance and training, including microcomputer applications
development and training, is required before specifying the type of
equipment and suitable software.

Technical Assistance and Training: . A total of eleven person-months

of assistance and training will be delivered to the MUN by
different specialists. The distribution of this total across
specialties will be determined at the time of issuance of an RFTP.

Computerization:

Organized training to municipal technical staff will be delivered
by a local training institute managed by the Ministry of Interior.
Management staff will be trained in service systems selection,
management and monitoring.

Data Processing: Two microcomputers and at least five

person-months of applications development and training will be
provided.

¢) Outputs:

i.

Technical Assistance:

- Financial Management: The MUN will have established and
operated systems to monitor its performance in cost recovery
and repayment of project loans and will have acquired the
capability to evaluate and plan future capital investment and
to assess capital resources. A complete cost recovery program
will be in operation by the end of the project.

- Public Works: Outputs include improved quality and efficiency
in delivery of municipal services,

- Staff: Municipal staff will either manage or supervise the
management of a waste water collection and treatment system.
They will also be experienced in municipal services
organization, operations, and maintenance, functioning at
levels of efficiency and performance established by a
monitoring and management plan.




-17 -

ii. Computerization: The MUN will have computerized internal financial
operations, to manage and monitor the project including the cost
recovery program and loan management, and to conduct analytical
operations related to future planning and budgeting,

4) Regional Utility Company RDE

a) Needs:

The RTI needs assessment found the RDE to be well organized, well
staffed, adequately computerized, and in need of only minor levels of
technical assistance. Short-term assistance, in the selection of appropriate
waste water treatment technology is needed, together with overseas training
and local training. No training or equipment for computerization is needed.

i. Technical Assistance: The RDE will either be the owner-operator or
the builder of the waste water treatment plant. This is outside
the scope of RDE's present activity so that assistance will be
needed in the choice of an appropriate system.

ii, Training: The technical staff needs training in the operation and
maintenance of the waste water treatment system selected for the
project. Training for senior staff in system management is also
required.

b) Inputs: Inputs are limited to short-term assistance, study-travel, and
technical staff training.

i. Technical Assistance: Approximately five person-month of technical
assistance by a senior sanitary engineer will be provided. This
specialist will assist RDE management in the choice of appropriate
technology and in management of the physical plant.

ii, Training: Grant funded training will be provided to tecrnical
staff in a local training institute. Supervisory technicians will
be trained abroad in a plant which most closely duplicates that
chosen for the project.

c) Outputs:

i. Technical Assistance: The RDE, or the MUN, or both, will have
chosen a waste water treatment system appropriate to the needs of
Tetouan. The RDE, or MUN, or both, will be capable of operating
and maintaining the plant without expatriate assistance.

ii. Training: Management and technical staff at the local level will
be trained to maintain and operate the waste water collection and
treatment system,

Table 2 surmarizes the provision of technical assistarce and training services
for the four implementing agencies by major specialty.



FEC

Computer Expert
Financial Analyst
Financial
Management Cons,

TOTAL PM .

ANHI

Computer Expert
Financial Analyst
Managerial Cons.on

TOTAL PM

M
Camputer Expert
Financial Analyst
Municipal Services
Conseiller

Local Training

TOTAL PM
RDE
Sanitary Engineer
Overseas Training
Local Training

TOTAL PM
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TABLE 2

TA & TRAINING INPUTS
TO GOM AGENCIES BY YEAR

YEAR PM

T 2 3 4 5 SUBTOTAL

1 1

1.5 1.5 1 1 1 6

1 2 1 1 1 6
o

101 2
1 05 1.5

1 1 1 11 5
8.5

12 1 1 5

1 1 1 1 1 5

1 1 1 1 4

1 1 2

16

1 1 - 2 1 5
1.5 1.5

0.5 0.5 1
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IV IMPLEMENTATION PLAN

The full project implementation plan, as presented in Table 3, is based
on current estimated schedules of HG 001 project activities in Tetouan. As in
the first year scheduling, activities are scheduled to coincide with and
support field activities although their detailed planning will be performed
annually on the basis of adjusted estimates of the timing of the field
activities.

A. Administration

USAID/Rabat will be responsible for central administration of the
Project through its RHUDO division. The "Direction des Collectivité&s Locales"
of the Ministry of Interior will be responsible for administration of the
Project on behalf of the GOM. Administration of the Project in Tetouan will
be performed, if necessary, by a resident advisor employed by USAID.

B. First Year Implementation

The activities set forth in this PP Supplement are scheduled to coincide
with and reinforce related HG 001 activities, based on current project
planning. The rationale for the timing of principal elements is the following:

Institutional debelopment (ANHI): Assistance at the beginning of the project
to coincide with the establishment of the project field office in Tetouan.

Computerization (ANHI, municipality): The needs assessment will take place
after the land ownership survey is completed in the Dersa neighborhood,
thereby providing information about the structure and size of the beneficiary
files needing to be computerized for cost recovery of the upgrading component.

Land survey techniques (ANHI): This assistance is scheduled to coincide with
the land ownership survey which will identify beneficiaries and begin the
registration process, programmed for' the first quarter of the project,

Financial analysis techniques (ANHI, FEC, municipality): This training will
use the results of the site studies, completed during the first 6 to 9 months,
as a practical case study.

Sewage treatment options (municipality, RDE): Assistance will be provided
between the completion of the preliminary study and the beginning of the
pre-project analysis.

Computerization (FEC): Assistance will be provided before FEC staff undertake
their appraisal of the various project components.



TABLE 3
PROJECT IMPLEMENTATION SCHEDULE

Fiscal Year

1986 1987 1988 1989 1990 1991

PROJECT MOBILIZATION

Authorization *
ProAg *
C.P.'s *
CBD Notification *

TECHNICAL ASSISTANCE
& TRAINING

- RFTP *
- Award of Contract p
- Short-Term TA & Training

COMPUTERI ZATION
- RFTP *

- Selection of Local Contractior *
- Assessments -

- Procurement -—
Training

Qverseas Tng (RDE)

LOCAL TRAINING
- Grant Agreement *
- Training - MUN
- Training - RDE

ENVIRONMENTAL
ASSESSMENT

- RFTP *
- Selection of Local Contractor*
- Assessment

MONITORING
- Reports * * * * * *

EVALUATIONS

~ Baseline *
- Mid-Term *
- Final
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‘. Procurement Plan

AID/Rabat will obtain the services and commodities required for the
program through AID direct procurement. 1) Technical Assistance and Training
will be provided from the United States. 2) Training equipment, and software
for comguterization will be provided locally. 3) some techiiical training will
be provided from local sources. 4) The Environmental Assessment will be
procured through competition between pre-qualified host country contractors.

1) Procurement of Technical Assistance and Training

The short term assistarce needs of the project, over a five-year period,
are such that at least six different specialties will be required, as shown in
Table 4. The procurement arrangements will specify that any specialist
adviser needed by more than one agency will perform his/her annual services in
one continuous period in Morocco. Furthermore, the visits will be timed so
that specialists will be in Morocco for overlapping periods so that annual
workshops can be organized between them and the implementing agencies. The
mix of experts and timing must remain flexible but this will help to reinforce
the institutional model.

At least eight months' lead time will be required for procurement,
Immediately after signature of the Implementation Agreement, a PIO/T should be
prepared and an RFTP issued within two months.

2) Microcomputer Needs Assessment and Procurement

Microcomputer equipment and general software will be procured through a
two-stage process. In the first stage, USAID will hire a local systems
analysis firm to prepare an assessment of the general software needs of the
four agencies in the context of the Project. This assessment will focus on
the common information structure regarding shared data based and analysis and
reporting tools. It will also include an assessment of the specific needs of
each agency beyond this common core, such as word processing or utility
software tailored to the particular functions of the agency within the
Project. This assessment will also establish detailed specifications of the
hardware, elaborating on the broad definitions in this document, such as
(expanded) memory requirements, storage and backup capacity, and specific
peripherals.

In the second phase, the microcomputer equipment, software, and
introductory training will be procured fram a local supplier. Local
procurement has proved to be a viable alternative to direct procurement in the
G.S., because of responsiveness to local power conditions, technical support
and access to maintenance, which is important in the long run, since the GOM
is required by Mission policy to take over maintenance and repair
responsibilities beyond the warranty period, if any. The software will
conprise regular commercial packages, such as spreadsheet analysis, data base
management, or word processing., It may also include readily available
templates for general software. Introductory training will be provided to
familiarize analysts and administrators in the agencies with the basic
operating characteristics of each item provided, and the adaptation to the
needs of their work.
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Any special applications developments identified in the needs assessment
or in technical assistance assignments, and training of the staff in these
applications will be the responsibility of the technical assistance
contractor. Such applications may employ the standardized software already
provided (e.g., the preparaticn of specific financial analysis modules using a
commercial spreadsheet package' or may be written in some appropriate
programming language compatible with the systems installed.

3) Procurement of Local Training

The technical training requirements of the MUN and the RDE will be met
through the award of a Limited Scope Grant Agreement to a qualified GOM
training institution,

4) Procurement of the Environmental Assessment

The Environmental Assessment will be procured competitively amongst
qualified suppliers in Morocco, according to the scope of work in Annex C.
This assessment will be timed to occur while preliminary designs for project
works are being carried out so that its results may be applied to final
design. This procurement process shall begin immediately following signature
of the ProAg,

TABLE 4
SHORT TERM ASSISTANCE NEEDS

TOTAL PM, EACH

TYPE OF
AGENCY YEAR ASSISTANCE
1 2 3 4 5 A B €C D E F
FEC A - - - - 1 - = = = -
B B B B B B - 6 - - - -
F F F F F F - - - - - 6
ANHI A A - - - 2 - = = = -
B B/2 - - - - - 15 - - - -
Cc C C C C - - 5 - - -
MUN A AA A A - 5 - - - - -
B B B B B - 5 -~ - - -
D D D D - - - - 4 - -
RDE E E - EE E - - - - 5 -
TOTAL OF EACH TYPE 8 12.5’ 5 4 5 6
A - Computer Expert - Installation, Training, Application
B - Financial Analyst/Municipal Finance and Cost Recovery
C - Management Consultant - Urban Development
D - Municipal Services Consultant
E - Waste Water Systems Engineer
F - Financial Management Consultant

Key: One letter equals one person-ronth.
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‘D. Monitoring Plan

Regular monitoring of the project will be the responsibility of
RHUDO/Rabat and will be assigned to the PSC project manager for the
development project.

Monitoring of financial aspects will be done on a quarterly basis,
Semi-annual status reports will be prepared as part of the Mission's
established review activity.

E. Evaluation Plan

The evaluation of the technical assistance project will be carried out
as part of the evaluation plan of the HG-001 Project Paper which specifies
that the Implementation Agreement will require the establishment of an
Evaluation Program for the project. In addition to the baseline survey there
will be a mid-project evaluation and a final evaluation.

The Project Paper required that a Baseline Survey be performed in order
to produce reference data for an impact evaluation. This survey is being
performed for the other components of the Tetouan Project. The Needs
Assessment performed by RTI (Annex A) is the Baseline Survey for the Technical
Assistance component of this Project.

V  FINANCIAL PLAN

The financial plan, Table 5, presents AID outlays by type of input and
by year for the duration of the project.
Table 5

Financial Plan
(in thousands of dollars)

Year

Cost Element Total 1 2 3 4 5
Short-term Advisors 619.0 153.0 167.0 125.0 108.0 66.0
Local Training 35.0 0 10.0 10.0 12.5 2.5
Overseas Training 11.0 0 0 0 11.0 0
Equipment 85.0 30.0 30.0 15,0 10.0
Environmental
Assessment 50.0 50.0

Totals 800.0 233.0 207.0 150.0 141.5 68.5
Mission 500.0 :
RHUDO 300.0

The estimated total program cost is tabulated in Table 6.
The GOM costs represent the estimated value of personnel, physical plant and
operating expenses which the participation of GOM agencies will entail,

Note: This Financial Plan does not include costs of a resident advisor in
Tetouan who may be funded either from this grant or with RHUDO/NE program
monies.
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Table 6
Total Program Cost
(in thousands of dollars)
) GOoM TOTAL

FEC 214,65 71.50 286.15
ANHI 160.55 53.50 214.05
MUN 285,00 95.00 380,00
RDE 89.90 30.00 119.80
Environmental

Assessment 50.00 17.00 67 .00
Total 800,00 267.00 1,067.00
VI  ANALYSES

HG-001 addresses a significant problem confronting all cities in
Morocco: the rapid growth of unregulated and unserviced neighborhoods. This
type of development, in which an estimated one out of eight Moroccans live, is
characterized by a lack of adequate infrastructure, illegal land tenure
arrangements, lack of land development authorization, and a generally lower
than average income level of the inhabitants. These neighborhoods are
evidence of an institutional difficulty in providing sufficient low and medium
income housing due to unresponsive land development and building authorization
procedures, difficulty in extending urban infrastructure at a pace which
matches demand, and an under-utilization of government owned land for housing,

HG-001 presents a new approach to solving the prcblem of clandestine
neighborhoods in that it integrates innovative institutional arrangements and
housing supply and urban service provision solutions. An analysis of the
capabilities of the implementing institutions indicates that while some of the
institutions are well established, others are relatively young and growing.
Furthermore, even the well established institutions are evolving as their
roles in the urban development process change in response to growing urban
pressures at the local level and national policy measures, particularly
decentralization, The successful implementation of HG 001 will not only
provide a model which can be replicated in other cities, but it will also
reinforce the GOM policy of decentralization.

A. Institutional Analysis

The institutional assessment ("Technical Assistance and Training Needs
Assessment: Tetouan Urban Development Project®™, attached as an appendix),
strongly recommended technical assistance and training to strengthen existing
capabilities and to form new capabilities which are required by the project. A
summary of the findings of the assessment for each institution follows.

1. ANHI

The Agence National de lutte contre 1'Habitat Insalubre (National Agency
to Combat Substandard Housing) was established in 1984, under the Ministry of
Housing, as a public institution capable of undertaking a range of land
development activities to improve substandard housing. The agency's experience
since its establishment consists of thirteen projects in eight cities
including sites and services projects, relocation projects, and one upgrading
project.
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While at the beginning ANHI intended to finance .its operations largely
through central government budget allocations through the Ministry of Housing,
the unreliability of this source has led to other financing arrangements,
Recent approaches include focusing on projects for which financing is
available, undertaking profit-making projects, and obtaining domestic or
international loans.

ANHI may enter into a project either as the implementing agency (in
which case it receives funding directly) or as the delegated implementing
agency in which case it acts on behalf of another party. In view of financing
possibilities for projects, ANHI management .ews the latter mechanism as its
primary means of project involvement, particularly acting on behalf of
municipal governments. This operating mechanism has been included in the
design of HG 001.

A Board of Directors, chaired by the Minister of Housing, approves ANHT
projects ‘and joint commission composed of the ministries of Housing and
Finance and ANHI staff reviews all contractual arrangements for land
developrent and sales. Internally, ANHI is headed by a director general who
oversees the work of the Technical Directorate, the Finance and Accounting
Department, and the Commercial Department. The Technical Directorate may be
responsible for all phases of design, engineering and construction of
projects. The Finance Department is responsible for accounting, project
financial management including beneficiary files, and personnel. Financial
management is currently conducted manually.

Currently, the Agency staff is small, due to a deliberate pace of
recruitment based on project needs. The Rabat office to this point has been
the management center for all operations, However, for projects which are the
magnitude of the Tetouan project, ANHI management proposes a decentralized
field office which will have considerable management responsibilities. This
structure has not yet been applied in other projects.

In HG-001, ANHI will act as technical advisor for the municipality. As
such, it will have responsiblility for all construction management,
Preparation of the nearly 12,000 beneficiary files, and coordination of the
participaing agencies in Tetouan. The Agency has undertaken one up-grading
project until now and the budget of HG 001 will almost double its current
project budget

2, THE MUNICIPALITY OF TETOUAN

Tetouan is the second largest city in northern Morocco and is prominent
as an administrative and a tourist center. These characteristics have in part
contributed the rapid population growth in recent years: a doubling since
independence or an average annual rate of 3.29%. Nearly 25% of this population
lives in the Dersa clandestine neighborhood. Located on steep, marginally
suitable land, the neighborhood lacks proper authorization for development,
adequate infrastructure, and land titles.
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The creation and continued extension of Dersa and similar neighborhoods
is a result of the city's inability to extend urban infrastructure, a slow and
unresponsive land development authorization process, and under-utilization of
government land for housing, The land development process rests on the Plan
Directeur, a development plan prepared by the Department of Urban Planning
(now part of the Ministry of the Interior) and
approved by the central government. It is intended to guide infrastructure
provision and control detailed land uses. Subdivision approval and
subsequently building permit approval depend on the existence of and
conformity to the Plan Directeur. The plan for the Dersa area was approved in
1986, The municipality is responsible for approving development requests and
authorizing building construction.

Land titling Is the responsibility of the Cadastral Division in the
Ministry of Agriculture , but Tetouan's unique history has played a role in
the current difficulties in land registration. The Khalifian system practiced
under the Spanish was not rescinded by decree until 1977. All titles were at
that point required to conform to the Torrens system introduced in the rest of
the country in 1913. Only 45% of titles have been transformed,

The municipal administration is divided into administrative and
technical services, The Administrative and Financial Service maintains civil
records, manages the budget and all municipal finances including revenue
generation, and maintains personnel records. All financial management
operations are conducted manually,

The Technical Service (Public Works) is responsible for the physical
development of the city. It includes garbage collection, sewage disposal,
street cleaning, and land development authorization. Sixty percent of
municipal staff are in the service and the majority are laborers. Although the
city has attempted to improve the productivity of the service by recruiting
young trained professionals for key positions, inspite of their apparent
motivation, they lack the specific technical and managerial experience
required for the the successful operation of the service. The environmental
assessment for HG 001 drew particular attention to problems of solid waste
collection and disposal and storm water management,

In HG 001, the municipality will he the borrower of all required funds
from the FEC, and therefore responsible for cost recovery and reimbursement to
FEC. Although the municipal cost recovery experience generally appears to have
been good, the project will impose a scale of cost recovery which is far
beyond normal municipal operations. Approximately 12,000 beneficiary files
will be required to recover costs from the on-site works (excluding the sewage
treatment plant). Furthermore, the 16 to 20 million dirham annual repayments
to FEC are near the total municipal operating budget and will require
efficient and effective financial management.

The municipality will also be responsible for providing urban services
and maintaining infrastructure funded under the project. For some services,
this will occasion a review of service provision to make it more efficient. In
other cases such as solid waste collection in Dersa, it will require design of
new service delivery methods in light of the physical constraints placed on
collection there. Still further, HG 001 may require the municipal staff to
learn new skills, such as sewage treatment plant operation,



- 27 -

3. FEC

The Fonds d'Equipement Communal (Community Infrastructure Fund) was
established in 1959 to provide loans to local goverments for urban
infrastructure. A unit of the Caisse de Depots de Gestion, FEC activities are
reviewed and approved by a technical coammittee composed of representatives of
the Ministry of Finance, Ministry of Interior, and Bank of Morocco.

In support of national policy, FEC lending targets small towns where
small investments, generally under 6.5 million DH, are needed. Loans are made
available for a wide range of infrastructure such as water and electricity
distribution systems, road networks, public commerce infrastructure, and urban
site development, In 1985, of a total of 152 MDH loan disbursements, 49 MDH
went to the first FEC loan for an up-grading project.

FEC is organized into four functional divisions. The Operations Division
is the largest technical division and is responible for loan appraisal. Staff
in the division include engineers, financial analysts, and cechnicians.
Specialization in lending areas has come largely through on the job training.
The Administracive and Finance Division is responsible for internal financial
management and loan management. FEC accounts are maintained on CDG mainframe
computers to which staff do not always have immediate access, and never in an
interactive mode. There is no in-house corputing capability for loan analysis
although Funds through a World Bank loan have been made available for the
purchase of a microcomputer,

According to the financial circuits of HG 001, FEC will receive dirham
amounts of the US dollar loan from the Bank of Morocco for on-lending to the
municipality. It will then be responsible for reimbursing the dirham amount to
the Bank of Morocco. In its role as lending institution, FEC will conduct
appraisal of the loan requests. Because ANHI will have prepared the reguests,
it is expected that FEC review will be facilitated. The FEC will also monitor
the activities of the other implementing agencies to assure their compliance
with the Program Delivery Plan as will be agreed upon in the 608-HG-001
Program Agreement. Although HG 001 will present a new range of issues to FEC
staff (sewage treatment, upgrading, and ZAC type development), their role in
monitoring project progress will be minimal due to the field presence of ANHI.
Negotiation of loans, however, will require sensitivity to issues such as cost
recovery mechanisms and the FEC is expected to provide technical assistance
and support to the Municipality of Tetouan in this activity,

4. ROE

The Regie Autonome was established in 1970 to provide water and
electricity to the Tetouan provincial area. Its service area was later
enlarged to include urban Tetouan and Larache, The Regie manages its water
supply sources but purchases electricity for distribution in its grid.

Current staff number approximately 800 and are located in the main
office in Tetouan and in branch offices in Larache and Ksar el Kbir, The
organizational structure of the utility divides staff into three divisions:
water supply and distribution, electricity, and general affairs which is
responsible for feasibility and market studies. In addition, an
attaché to the Director is responsible for the utility's internal traininc
program. Although an inter-utility accounting service in Casablanca
computerizes all utility billings, the RDE maintains its own
mini-computer-based system for customer accounts, inventory, and personnel,
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RDE's role in HG 001 will include provision, under contract to MUN, of
on-site water, elctricity, and street lighting, construction of off-site water
and electricity infrastructure, and probably construction supervision and
operation of the sewage treatment plant. Related to this infrastructure, will
be cost recovery through hook-on fees and service surcharges. While the water
and electricity service elements are typical responsibilites for the utility,
the Regie has no experience in sewage treatment. Furthermore, if cost recovery
for sewage treatment is to be provided through user charges, new legislation
will be required similar to that recently passed for a pilot program in
Casablanca.

B. Social Soundness Analysis

A social soundness analysis was completed for HG 00l and is contained in
the Project Paper as Section VI-D. No further analysis is required for this
component.

c. Environmeﬁtal Analysis

An environmental analysis was completed for HG 001 and is contained in
the Project Paper as Annex I. It will be necessary for RHUDO/Rabat to prepare
an environmental assessment prior to designed implementation of the waste
water treatment plant and disposal system included in the project. This work
will be carried out in cooperation with the Bureau Environmental Coordinates
and the mission environmental officer. The assessment will be conducted by a
host county engineering firm,



I. Sector Goal

LOGICAL FRAMEWORK

Measure of Goal Means of
Achievement Verification

Assumptions for
Achieving Goal

Improvement of shelter
conditions in urban
areas of Morocco for
low income families

Improvement in census Comparison of 1982 and
housing indicators for 1990 census data
urban areas

Continued GOM support
of program shelter
goals with priority
given to 'low income
groups

II. Purpose

End of Means of
Project Status Verification

Assumptions for
Achieving Purpose

- To strengthen the
institutional capa-

cities of the GOM agencies

implementing the

Tetouan Urban Develop-
ment Project and other

similar projects

— Successful completion of - Assessment of impact
project activities through of the program as
a cooperative effort of compared with the
the implementing needs assessment

organizations ~ Records and reports
- Established and tested of USAID and GOM
procedures and systems agencies

for interagency
cooperation that can be
deployed in other
comprehensive urban
development projects.

Continued GOM imple-
mentation of sector
policy reforms
Availability of
adequate public
resources
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Magnitude of Means of Assumption for

III. Project Qutputs Outputs Verification Achieving Outputs
- Explicit management - Effectiveness of - Project evaluation: ~ Selection of viable
structures, reporting and management structures, - management audit GOM participant
decision procedures linking reporting and decision - skills assessment agencies
the implementing agencies procedures; (4 agencies) - documentation review - Availability of
in a project orientation; - Adequacy of documents - software tests and consultants
.procedures and structures and handbooks, both for data review - GOM allocation of
described and explained the purposes of this - Records of GOM agencies staff and supporting
in documents and handbooks; Project and for future - TA and training assignment resources
- Improved staff skills in use in comprehensive reports, including trainee
project planning, management urban development appraisals

and monitoring in data base projects elsewhere;
design, financial analysis, - Number of managerial,(15)

and communication (report technical (16) and other (12)

writing, briefings); staff trained; improvements
- Operating microcomputer in skills and experience by

based systems for project functional area and by

planning, financial and implementing agency (4);

technical analysis, and ~ Performance of and

large beneficiary as well documentation for

as other data bases, microcomputer-based

systems and data for
the project and
future uses. (approx.
11,000 beneficiary
files)
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Irplementation Means of Assumptions for

IV. Inputs Targets Verification Providing Inputs

- Technical assistance to Commodities USAID and GOM - Relevance of project
GOM agencies through a Agency TA and Grants records of: activities to the needs
long term contract with FEC 198 15 - obligations of the beneficiary
an expatriate firm ANHI 130 30 ~ disbursements institutions

- Procurement of computers, MUN 215 40 - audits - Availability of funding
equipment, accessories, RDE 76 11 - CP's and covenants met
and training MOI 35

- Grants for training Env. Ass. 50
programs ccnducted by Sub-
in-country institutiors total 619 181

- Grant for performance TOTAL 1,067
of an environmental USAID 800
assessment GOM 267
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ANNEX E

LOGICAL FRAMEWORK

TETOUAN UPGRADING PROJECT

I. Sector Goal

Measure of Goal Achlevement Means .of Verificatdion

Assumptions for Achieving Goal

Improvement of shelter
conditions in urban areas
of Morocco for low income
families

Improvement in census
housing indicators for
urban areas

Comparison of 1982 and
1990 census data.

GOM continues to support
program shelter goals with
priority to low income group

11. Purpose

End of Project Status

Means of Verification

Assumptions for Achleving
Purpose

1. To upgrade a clandestine
settlement, and prevent
its spread, in a major
Moroccan secondary city.

2. To develop a model of a .

comprehensive
approach to urban
development and
shelter finance for
low-income families.

1 .Increased availability
of low income housing

2. Provision of critical
enviromment services
to major urban center

3. Institutional structure
capable of implementing
similar projects in
other urban areas

4, New intiatives by
financial institutions
to strengthen private
gector activities in the
housing sector

S. Reinforced GOM policies
aimed at addressing
clandestine settlement
problems

6. Strengthened local
govermment capabilities
to deliver cost

.effective services

1. CDG/FEC and CIH records,
USAID evaluation reports
with reference to base-

line surveys, and munici-

pal records.

gettlement, and prevent
Moroccan secondary city.
private sector in urban
development process.

2. GOM continues to place
high priority on adressing
clandestine and low income
housing problems

3. adequate public resources
are available

4, agencies involved have
authority and resources to
hire and train competent
staff

S. envirommental concerns are
addressed

6. market incentives exist for
private sector involvement

wvith municipality's shelter
delivery process
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III. Project Outputs

Magnitude of Outputs

Means of Verification

Assumption for Achieving

Outputs

2.

Upgrading

completion of

infrastructure

improvements:

a. sewer

b. water

c. electricity and
street lighting

registry of all titles
of ownerghip

sale of municipal land
to all existing
building owners -who

do not now own their
land

Sites and Services

provision of primary

and secondary

infrastructure to

entire site

a. water

b. sewer

c. electricity and
street lighting

d. roads and walkways

division of site into
plots to be sold

1. completion of all
services in an area of
90 hectares containing
7500 buildings and 9500
households

2, 7500 property titles

3. 3300 plots registered
and sold

1. 4000 low income sites

2. 10 hectares of middle
income villa sites

3. 15 hectares of apartment
building sites

4, 1.5 hectares of
commercial building sites

5. 3.5 hectares of
institutional sites.

1. project records

2., municipal cadastral
records

3. municipal records

1. project records

1.

2.

beneficiary advances made

municipality/RDE carries

- out infrastructure work

3.

4,

5.

3.

funds from all project
sources flow on schedule

improvement and continuved
functioning of municipal
cadastral services

occupants abYe and willing
to pay for land title

_cc-

reimbursable expenses
under HG loan will
match available financing

market demand exists for
sites to be sold

targeted purchasers develop
sites under purchase
agreeaent



Project Outputs (cont'd)

Magnitude of Outputs

Means of Verification

Assumption for Achieving

Outputs

CI

1.

ZAC

Supply of primary
infrastructure to
privately owned land

Offsite Sewerage

Construction of 2
primary sewage/
stormwater collectors

Construction of
sewage treatment plant

Technical Assistance

Increased capability of
City of Tetouan to

to deal with clandestine
settlements

1.

70 hectares of private
held land {8 serviced,
developed by private
owners and sold by them
to low income households

Treatment of all
wastewater and industrial
effluents for 30 years

Mix of technical assist-
anceto improve municipal
performance in project
management, property
registration, tax
collection, and delivery
of municipal services

1. project records

project records

1. project records

1.

landowners willing to pay
for insfrastructure

landowners willing and
able to develop land for
target population

GOM Policy reform is
carried out, i.e;
delegation of authority
to MUN to generate and
use tax revenues to pay
for offsite sewerage.

Secondary and tertiary
sytems are put in place.

availability of
counterparts

effectiveness of experts
delivering T.A.

cooperation of municipal
officials

-”E—



1V. Project Inputs

Implementation Target

Means of Verification

Assumptions for Providing
Input

A. HG Program Loan

B. GOM contribution

C. FEC loan

D. Beneficiary Payments

E. Technical Assistance

U.S. $18.27 million HG Loan
1. upgrading

2. gites and services

3. offsite sewerage

4, equipment.

U.S. $7.0 million

U.S. $7.82 million

U.S. $14.3 million

U.S. Grant FY 85-87.

Records of USAID, FEC,
Municipality of Tetouan,
Ministries of Housing,
Interior, and Finance

same

same

project records

project records

Housing Guaranty loan
authorized

GOM provides transfer of title

for land

FEC loan resources available

beneficiaries willing and able

to provide

Grant funding available

-gc-
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Technical Assistance and Training Needs Assessment
Tetouan Urban Development Project

SECTION 1.0 SUMMARY OF FINDINGS

HG 001 presents a new approach to solving problems of clandestine and
bidonville housing in Morocco in that it integrates innovative institu-
tional arrangements and housing supply and urban service provision solu-
tions. It approaches the problem on a scale and with a model that,
although new to Morocco, should be replicable to other secondary cities, if
successfully implemented in Tetouan. _

The purpose of this report is to present an assessment of the par-
ticipating agencies' capacity to implement the project and to recommend
training and technical assistance activities to strengthen implementation
capacities, where needed. The institutional analysis indicates that while
some of the institutions are well established, others are relatively young
and growing. Furthermore, even the well-established institutions are
evolving as their roles in the urban development process change in response
to growing urban pressures at-the local level and to national policy,
particularly decentralization. HG 001 presents a challenge to these
institutions due to the innovative character of the project. The
successful implementation of the HG 001 will not only provide a model for
the resolution of problems which plague cities throughout Morocco but will
also reinforce the GOM policy of decentralization and local government
strengthening. '

The assessment finds that implementation responsibilities generally
correspond to the mandates and experience of the respectiVe institutions,
Exceptions are the current estimated annual debt reimbursement required of
the municipality of Tetouan and the construction and operation of the
regional sewage treatment plant.

In order to successfully implement HG 001, the report strongly recom-
mends training and technical assistance activities in order to strengthen

existing capabilities and assistance in forming new capabilities which are



required by the project. The proposed activities consist of a resident
advisor to assist in project implementation in Tetouan, short-term experts
to provide structured training experiences and assistance in implementa-
tion, contracts with local training institutions, and micro computer
procurement. The focus of activities by institution is the following.
Fonds d'Equipement Communal (FEC): training in specific subjects
related to upgrading and sites and services projects,
computerization;
Agence National Contre 1'Habitat Insalubre (ANHI): assistance - in
central office organization, technical training for staff in

Rabat and in the Tetouan field office, computerization of both
offices; .
Municipality of Tetouan: training in financial management, assistance

in organization of the public works department and training for
staff in delivery of key services, computerization;

Regie Autonome Intercommunale pour la Distribution d'Eau et

d'Electricite (RDE): training in sewage treatment plant design
and operations.
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SECTION 2.0 BACKGROUND AND DESIGN OF HG 001

As the growth in recent years of Morocco's urban centers has out-
stripped the supply of adequate housiné, slum communities (bidonvilles) and
illegal but substantial housing units (clandestine housing) have resulted.
While the importance of slums has decreased since the 1970's, clandestine
neighborhoods have grown rapidly. In 1983, it was estimated that one in
eight Moroccans lived in these neighborhoods, most of this population
Tiving in the twelve largest urban areas. -

Clandestine neighborhoods pose a particular problem because of their
unplanned nature. They lack adequate infrastructure and are located on
land which may be unsuited or marginally suited for housing development,
making the provision of infrastructure difficult and costly. - Having
evolved outside of the fabric of urban 1ife, their residents are deprived
of the benefits of urban 1ife and the local government is deprived of the
revenue potential of the neighborhoods.

A World Bank report (1983) identifies five principal characteristics
of clandestine neighborhoods: They are:

1)  lack of legal authorization for land development activities and

individual building construction;

2) inadequate physical and social infrastructure;

3) prevalence of phased, self-help style construction;

4) lack of formal land titles; and

§) average household income of residents 40% lower than the urban

norm.
These neighborhoods have grown in response to rapid population growth in
urban areas, unresponsive land planning and building regulations, under-
utilization of government-owned land for housing, and the government's
inability to extend infrastructure at a pace which matches the demand.
Particularly noteworthy has been the government's inability to harness the
considerable land speculation activities and channel them into positive
development forces.



In Tetouan, the Dersa neighborhood includes both bidonville and
clandestine development. It has so grown in size that nearly 25% of the
municipal population now lives there. It is characterized by lack of
proper land titles, a narrow and unplanned road network, and inadequate
water, electricity, and other urban services.

The first attempt to remedy the situation was the Dersa Zone Develop-
ment Plan of 1966. Unimplemented, it later became an upgrading project in
the 1981-198% Five Year Plan. Aware of the need to not only improve
conditions in Dersa but also provide an outlet to prevent future clan-
destine neighborhoods, the project was enlarged to include a sites and
services component. This change reflects the emphasis of GOM housing
policy to address the clandestine housing problem. Because clandestine
neighborhoods are as much an urban service problem as a housing problem,
the response necessarily addresses a wide range of service delivery
questions.

The purposes of HG 001 recognize the specific problems of Tetouan and
the nationwide problem of clandestine and bidonville housing. As stated in
the Project Paper, the purposes are:

"a) to upgrade a clandestine settlement, and prevent its
spread, in a major Moroccan secondary city and b) to develop
a model of a comprehensive approach to urban development and
shelter finance for low income families by bringing together
a number of agencies at both central and local levels."

To these ends, the project includes five principal components and technical
assistance to strengthen the participating agencies' ability to implement
the project. They include the following.

1) The institutional  component which brings two national Ilevel
institutions, ANHI and FEC, into the design. As they are the
institutions charged respectively with combatting substandard
housing and providing loans for infrastructure, they will par-
ticipate in replications of the project;

\,\1/



2)

3)

5)

The upgrading component proposes to improve services and regular-
ize land titles for the Dersa-Samsa residents. Low income
beneficiaries will receive a cross subsidy through the sale of
residential plots at market prices in other sections of the
project;

The sites and services component consists of development of a new
area to accommodate relocations from the upgrading area and
future residents seeking titled and serviced plots;

The Zone d'Amenagement Concerté (ZAC) component represents a new -

approach to integrating the private sector by providing primary
infrastructure to landowners who then may subdivide and sell
plots;

The off-site infrastructure will include sewer collectors and a
water tower for the project area and a sewage treatment plant to
serve all of Tetouan and the neighboring city of Martil.

The project integrates the activities of four major actors (the
municipality of Tetouan, ANHI, FEC, and the RDE) for the first time. Their
respective general responsibilities are:

FEC:
ANHI :

onlending of project funds to the implementing agencies,

delegated imp]emenfing agency for site design, implementation
of on-site infrastructure, preparation of beneficiary files, and
thereby the primary coordinator of the project,

Municipality of Tetouan: borrower of the major portion of the‘project

RDE:

funds, cost recovery, provision of most urban services to the
project area,

delegated implementing agency (or possibly the borrower) for the
off-site infrastructure, cost recovery, installation of on-site
water and electricity.

HG 001, as a major pilot attempt to solve a pressing problem in a
secondary city, supports GOM policies of decentralization. Major initia-
tives have recently been undertaken to strengthen both municipal govern-

ments and the ability of the central government to provide support and



oversight. A significant local finance reform, intended to provide more
financial resources to local governments, is currently under debate. A
second action includes the transfer of urban planning responsibilities from
the Ministry of Housing to the Ministry of Interior. Among other things,
this transfer should improve the link between capital projects planning and
their funding. A third action expected to be undertaken in 1986 involves
the creation of a national local government training center to provide
in-service and pre-service training for local government officials. A
final initiative under discussion would remove the FEC from its current
parent organization and establish it as an autonomous development bank.



SECTION 3.0 NEEDS ASSESSMENT AND RESULTS

3.1 Rationale

As the background information indicated, HG 001 represents a new
approach to solving problems of sub-standard and clandestine housing in
Morocco. It also provides an innovative way to include the private sector
in an urban development project. The project's successful implementation
will require the concerted efforts of four separate agencies which, for the
first time, will cooperate on a project of this magnitude and orientation.
Project implementation will require the participating agencies to exercise
their institutional responsibilities in an efficient and effective manner
and generally on a scale which is beyond their typical operations. Some of
the functions required for the successful implementation of the project are
new to the agency responsible for their exercise. These responsibilities
and the institutional capabilities of the respective agencies are further
elaborated in later sections of this report.

Although the participating agencies are sound and basically weil
managed, the innovative nature of this project, in terms of its substantive
focus, institutional relationships, and magnitude, require technicé]
assistance and training geafed to each institution. Without this
assistance, the chances for incomplete success and only partial achievement
of project goals, particularly diminishing the potential for replication,
would be substantial.

A range of technical assistance and training activities are proposed
for each of the participating institutions as a function of their responsi-
bilities in the project. While it is not always easy to make the dis-

tinction between strengthening an institution's ability to implement one

project and strengthening its general capabilities, the activities proposed
in this report aim primarily at the implementation of HG 001. In so doing,
the objective of creating a replicable model will also be met. Strengthen-
ing those elements of ANHI and the FEC (as institutions with national-level
mandates) which are critical to the implementation of HG 001 will ensure
that they are capable of repeating the experience. Strengthening vital
elements of the municipality and the RDE will indicate which and how

N



elements in other municipalities or utilities must be strengthened if they
are to undertake a similar project. The success of the ZAC component will
be a particularly useful model of a new and productive relationship between
local government and the active private land development interests.

In some cases, assistance to a sub-system of one of the institutions
is necessary as the sub-system plays a significant role in the project
while in other cases, limited technical support or training is deemed
necessary, refiecting the strength of the institution and its role in the
project. Computerization is recommiended for three of the four institutions
because of the large volume of data which must be processed and because of
the significant benefits which can be realized by a relatively modest
investment. )

At the time of the needs assessment, the project advanced in the
definition of the institutional relationships. More definition will occur
before the final configuration of responsibilities is determined. Despite
the continued evolution of the project, the proposed package of training
and technical assistance should fit most of the possible final designs.
Where major alternatives exist, they are addressed in the proposed program.
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SECTION 3.2 GENERAL ORIENTATION OF PROPOSED TA/T ACTIVITIES

The proposed program of training and technical assistance activities
is composed of four principal elements. They include a resident advisor,
short-term consultants, local training institution contracts, and equipment
procurement.

The resident advisor will be located in the project field office in
Tetouan as counterparts to the ANHI field office director. The advisor

‘'will play the double role of providing technical assistance in project

implementation and coordinating TA/T activities in Tetouan. Assistance in
implementation is required to guide the operations of the staff from ANHI
and the municipality in the field office. Few Moroccan professionals have
had experience in the implementation of a project of this magnitude and of
this broad a scope. The resident advisor will be responsible for assisting
the ANHI staff in the implementation of the development activities, assist-
ing the municipality in service provision, cost recovery, and financial
management, and assisting in the integration and coordination of activities
of all four participating agencies.

The resident will also play a key role in coordinating the TA/T
activities in Tetouan, where the majority of the assistance is planned.
foordination will occur in the form of preparing annual TA/T work plans in
collaboration with AID/Rabat and/or a U.S.-based manager, providing
logistical support (with administrative assistance) for short-term
advisors, and assuring adequate preparation and follow-up to short-term
advisors. From his position in the field, the resident advisor's under-
standing of specific implementation problems, training needs, and schedul-
ing constraints will make his input into work plans particularly valuable,
Furthermore, a resident advisor should be familiar with U.S. contracting
and procurements procedures, an understanding which will be vital to this
role. The significant level of short-term assistance proposed for Tetouan
(to the municipality, ANHI field staff, and the Regie) 1is Tlikely to
encounter serious difficulties in implementation and to be less effective
if the coordination and management capacity is not present in Tetouan.



A variety of short-term advisors are proposed to support specific
areas of project implementation. Because training is required for staffs
in Rabat and Tetouan, a model for some of the advisors might be to provide
a short, structured training session (workshop) in Rabat followed by a
field visit to Tetouan where the material presented in the workshop would
be applied. For example, a training session on municipal financial impact
analysis might be provided to FEC and ANHI staff in Rabat followed by a
site assessment with the municipality. While this formula is appropriate
for some topics which cut across agency interests, other assistance can
only be targeted to one institution. To the extent possible, all short-
term assistance should include a structured training session for one or two
days at the beginning of a mission to present material related to the
subject of the mission.

Continuity of assistance should be a feature of the technical assist-
ance portion of the program. Particularly for ANHI and the municipality
where the design and implementation of systems or management techniques is
called for, repeated visits of the same expert should be encouraged.

While many of the assistance activities are expected to be provided by
overseas experts, particularly those destined for senior management or
covering highly technical subjects, a significant amount of training can be
provided by local institutions. The Ministry of Interior Training Division
manages a large number of technical training schools and currently provides
a significant amount of in-service training for local government staffs at
the skilled laborer, technician and administrator level. In addition to
their own small staff, the Division relies on a network of consultants and
previously trained professionals as trainers. It is proposed that training
contracts be provided with this institution for the technician training in
the municipality and at the RDE. Furthermore, it is suggested that the
Division be asked to participate through a staff member or expert con-
sultani as observer (and perhaps provide logistical support) in the train-
ing sessions proposed for those. agencies' senior staff.

Within the context of the general approach above, the sections which
follow present an assessment of each of the four participating institu-
tions. The assessments are generally structured according to background
material about each institution, organization and staff, role in HG 001 and
institutional capacity, and recommended TA/T activities.
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SECTION 3.3 FONDS D'EQUIPEMENT COMMUNAL (FEC) .

3.3.1 Background, Purpose, Activities

The FEC was created as a public agency with financial autonomy in
Juie 1959 for the purpose of providing loans to local governments (includ-
ing municipalities, rural towns, and utilities) to finance their capital
development. Administrative and financial management is provided by the
parent. organization, the Caisse de Depdts de Gestion (CDG). As the parent
organization and providef of the majority of resources, the CDG, through
its director, retains control over FEC policy. However, the director of
the FEC has taken significant initiative to make the agency an active
partner in municipal development by defining.a targeted lending policy,
implementing loan approval criteria, and diversifying resources.

As defined by the Dahir, FEC resources include loans from the State,
advances from the CDG, grants on the national budget, interest and repay-
ments from loans, and grants from other sources. In 1984, resources
included 73.89 million DH of the FEC endowment and grant for prefeasibility
studies, long- and mid-term loans including a $16 million World Bank loan
and a loan from the Islamic Development Bank, and short-term loans and
advances totalling 484.02 million DH largely from the CDG.

The FEC lending policy is designed to reinforce national development
policy by targeting investments in regions and sectors which are identified
as national priorities. Consistent with national policy since 1980, the
agency has given priority to investments in rural towns and to small
investments, generally under 6.5 million DH. As defined by FEC lending
policy, loans are made available for the following: water distribution
systems, electricity distribution systems, wastewater treatment, solid
waste treatment, urban transportation, social and public commerce infra-
structure (such as markets and slaughter houses), urban site development,
and feasibility studies. Although the'composition of the loan portfolio
has varied from year to year,. Exhibit 3.3.1 indicates loans by type and by
recipient (local government or independent utility) for 1984 and 1985.
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Exhibit 3.3.1

APPROVED LOANS TO LOCAL GOVERNMENTS (C.L.) AND

UTILITIES (RA) 1984, 1985

(en MDH)
30/09/1984 30/09/1985
Nature des jotal - lotal
travaux C.L. R.A. MDH 2 C.L. R.A. MDH %
Assainissment 25,65 - 25,65 22,96 20,23 10,0001 30,23 21,47
Constructions 41,40 - 41,40 37,06 39,27 - 39,27 27,89
Véhicules 0,75 - 0,75 0,68 0,20 30,14 30,34 21,55
Voiries 14,15 - 14,15 12,67. 7;42 - 7,42 5,27
Adduction d'eau 0,45 15,30 15,75 14,10 0,74 15,09 15,83 11,24
Electriciations - 14,00 14,00 12,53 0,71 17,00 17,71 12,58
MDH 32,40 29,30 111,70 100,00 68,57 72,23 140,80 100,00
Total —
% 73,77 26,23 100,00 - 48,70 51,30 100,00 -

1

R.E.D. en 1984 et consolidée en prét le 1/03/1985.

Source: FEC Report of Activities to 9/30/85.

C.L.

R.A.

Régies Autonomes (utilities)
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Collectivités Locales (local governments)

Compte tenu de 1'avance de 1 000 000,00 DH débloquée au profit de la



The total of loans approved in 1985, 152 million DH, was composed of 22
loans, including 6 to municipalities, 15 to rural towns, and 1 to the urban
transport authority in Casablanca. This compares to the actual disburse-
ments during the same periods as shown in Exhibit 3.3.2.

The loan for an upgrading project (amenagement urbain) in 1985 marked
the first time that FEC lending extended to the problems of substandard
(bidonville) or illegal (clandestine) settlements. The project in Oulad
Moussa (Prefecture of Salé) will be followed by the AID-funded project in
Tetouan, and World Bank projects in Tanger, - Oujda, Fes, Marrakech, and
Salé. Beyond understanding of the engineering and economic aspects of
conventional infrastructure projects, these more complex projects will
require sensitivity to institutional capacities, cost recovery mechanisms,
and beneficiary population involvement. )

In 1980, the FEC management undertook new initiatives to fulfill its
role in municipal development. The initiatives reflected the shift of the
organization from a passive to a more active role in identifying, prepar-
ing, and monitoring loans. The permitted lending rate was increased from
6% to 8.5% with an interest subsidy of 3% by GOM to small communes. The
agency management also conducted information and assessment missions to
Tocal governments to discuss FEC loans and solicit requests. At the same
time, greater effort was put into increasing and training the agency staff
to respond better to an increasing demand for loans.

FEC staff involvement has increased in the preparation and management
of loans in recent years. Selection criteria and project appraisal methods
have been strengthened so that complete analyses of technical, economic,
and financial feasibility are conducted. Based on a review of some ap-
praisal reports, one area which might be strengthened is the analysis of
the financial impact and implementation capacity of the borrower local
government. This would serve a didactic purpose for the borrower and
strengthen the development role of the FEC. Aiong these lines, the FEC
Director reports that project preparation includes recommendations to
recipient agencies regarding improvements to local operations associated
with the loan. Similarly, staff are asked to take an active role in
monitoring project progress. These activities are consistent with FEC

13



Exhibit 3.3.2

DISBURSEMENTS TO LOCAL GOVERNMENTS (C.L.) AND

UTILITIES (R.A.) 1984, 1985

4 30.09.1984 30.09.1985
Nature des Total Total
travaux C.L. R.A. WOH ¥ c.L. R.,A. WOH 4
Assainissment 14,55 - 14,55 52,85 2,41 - 2,41 1,58
Constructions 3,73 - 3,73 13,55 34,55 - 34,55 22,60
Véhicules - - - - - 57,00 57,00 37,38
Voirie 3,80 - 3,60 13,08 " - - -
Adduction d'eau 1,40 4,25 5,65 20,52 0,72 - 0,72 0,47
Amé&nagement
urbain - - - - 49,00 - 49,00 32,05
Zones
industrielles - - - - 9,20 - 9,20 6,02
MDH 23,28 4,25 27,53 100,00 95,88 57,00 152,88 100,00
Total
) 84,56 15,44 100,00 - 62,72 37,28 100,00 -
Source: FEC Report of Activities to 9/30/85.

C.L. = Collectivités Locales {local governments)

R.A. = Régies Autonome (utilities)
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management's view that the agency has a technical assistance mission
associated with the provision of rescurces for local development.

Following staff appraisal, loan requests are reviewed by the FEC
Technical Committee composed of representatives of the Ministry of Interior
(Direction des Collectivités Locales), the Ministry of Finance and the Bank
of Morocco. In addition to loan approval, the FEC director relies on the
Committee for policy advice.

3.3.2 Staff and Organization

As indicated in Exhibit 3.3.3., FEC is organized into four func-
tional divisions. The Operations Division 1is responsible for project
appraisal; the Monitoring Division for follow-up after loan approval; the
newly created Documentation Division prepares a data base of information
regarding local governments, national economy, and other information
pertinent to urban investments; and the Finance and Accounting Division is
responsible for loan and budget management.

FEC staffing reflects the importance of the Operations and Finance
divisions. Of the 38 staff in the organization, 28 are in those divisions.
The Operations Division includes two engineers, five economist/analysts,
and four specialized technicidns. FEC management has generally been
successful -in recruiting professionals with the basic profiles which are
required for its lending operations. Staff development policy has been to
promote specialization in each of the principal areas of lending such as
water systems, markets, or transportation. This specialization is largely
provided by on-the-job training. Most of the FEC staff are recent grad-
uates and 14 of the 36 staff have been recruited since 1984,

FEC recruitment plans for 1985 and 1986 call for the addition of four
eugineers, six economist/analysts, a statistician, and an accountant/
computer scientist. These additions to the existing staff should provide
FEC with a sufficient number of qualified staff to manage the current work
load and the projected near-term increase as the HG 001 and World Bank
projects come through the pipeline.
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Exhibit 3.3.3

ORGANIZATIONAL CHART
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Currently, computer services for the processing of FEC accounts are
provided by the mainframe computer of the CDG which services all of the CDG
and associated institutions. Therefore, FEC staff do not have immediate
and interactive access to computing facilities for the management of their
budget, assets, or lending activities. Furthermore, there is no in-house
data processing capability for data analysis required for loan appraisal.

3.3.3 Other Donor Activity

The World Bank has been FEC's primary source of international
assistance through a project which began in 1984, The $16 million has
included a line of credit for municipal development project, technical
assistance in the form of a resident advisor, and the purchase of office
equipment. The advisor has assisted in improving appraisal methods and
defining operating policy. The purchase of a microcomputer is expected in
the first quarter of 1986.

3.3.4 Role in HG 001

The Ministry of Finance will negotiate the housing guaranty loan
with the U.S. financial institqtions and will therefore be the GOM insti-
tution responsible for reimbursement to the U.S. creditors. The FEC will
receive dirham amounts of the dollar loans from the Bank of Morocco for on-
lending to the municipality. According to normal operating procedures, FEC
staff will conduct appraisal analyses of the loans requested by the munici-
pality of Tetouan (and the RDE, should it be a borrower for portions of the
off-site infrastructure or the sewage treatment plant) based on projects
prepared by ANHI and RDE. Despite the magnitude and complexity of the
project, appraisal by FEC staff will be facilitated by the amount of expert
analysis by ANHI which will be part of project preparation, prior to loan
request. However, negotiation of Toan conditions will require specific
attention to the efficiency of cost recovery mechanisms (particularly
recovery in the Dersa neighborhood) and the phasing of project components.
Although construction management will be the responsibility of ANHI as
"maitre d'ouvrage délégué" (who will also provide assistance to the
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municipality in cash-flow management), the municipality (and possibly RDE)
will be the borrower and therfore officially responsible for reimbursement
to FEC. The FEC is responsible for reimbursement of dirham amounts to the
Bank of Morocco.

Lending for a major sites and services and upgrading program will
represent something of a new area of endeavor for FEC. Most loans to date
have been for communal infrastructure (water, road networks, or municipal
buildings) rather than housing related. HG 001 will only be the second
upgrading loan for FEC and the first of this magnitude and complexity.

Loan requests in HG 001, based on preliminary cash-flow estimates,
will range from 35 to 45 million dirhams, or approximately 25% to 30% of
1985 FEC lending. These amounts are not expected to place an undue strain
on FEC Tloan management capabilities in terms of staff capabilities.
However, HG 001 and the additional World Bank projects will strain capa-
bilities from a data processing point of view. Because of ANHI's role as
maitre d'ouvrage délégué and the field presence of AMHI staff, FEC staff
role in monitoring implementation progress will be minimal.

3.3.5 Recommended Training and Technical Assistance Activities

Because of the relative "institutional strength of the FEC and its
somewhat limited role in HG 001, a modest but targeted type of assistance
is recommended. The objectives for assistance to the FEC are:

1) Strengthen management and analytic capabilities particularly
through improved data processing capability;

2) Strengthen FEC staff understanding of sectoral issues related to
urban development in general and to the implementation of HG 001,
particularly those regarding low-income housing and service
provision.

3) Reinforce the role of the FEC as the principal funding source for
urban infrastructure. This objective will be valid whether FEC
remains under the CDG or evolves into an autonomous development
bank with independent resources.

4) Strengthen the coordinating mechanisms between FEC and other
actors in urban development.

18



Specific activities recommended to achieve these objectives are the
following.

1) Assess the data processing needs of the FEC and procure a micro-
computer, basic software packages, and programming languages.
Needs and potential hardware configurations should be assessed in
light of acquisition under the World Bank project to assure
compatibility of systems. Basic training in the use of software
packages should also-be provided. '

Timing: First year of project implementation
TA/T Level of Effort: 2 person months
Equipment costs: $20,000

2) Provide specialized training in toﬁics related to the imple-
mentation of HG 001 to improve the FEC technical staff's under-
standing of those issues for project appraisal and to facilitate
the negotiation of loan conditions. Topics should include
Tow-cost housing (including characteristics of self-help housing
programs), sewage treatment, upgrading programs, and municipal
financial impact analysis. The objective of this type of train-
ing should be to strengthen FEC staff understanding of the
technical and financial issues involved in these .areas and to
increase their sensitivity to problems of implementation, par-
ticularly in upgrading projects where the participation of the
beneficiary population is key to cost recovery. This training
should improve staff understanding of the impact of these issues
on loan packaging while the field monitoring of these types of
projects elsewhere in Morocco will continue to be the responsi-
bility of ANHI. Training should be provided through: (1) visits
of internationally recognized experts structured around workshops
or seminars, or (2) participation in an international training
programs or conferences (such as WHO workshops on water supply).
Preference should be given to training in Morocco rather than
overseas conferences thereby allowing access to training for more
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staff members. Because all of the proposed topics could not be
covered before the appraisal and negotiation stages of the
project, it is recommended that this training continue throughout
the 1ife of the project.

Timing: Two visits per year and participation in three to five
conferences for the life of the project.

TA/T Level of Effort: 5 person months over the life of the
project and $7,500 for conference participation.
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SECTICN 3.4 AGENCE NATIONAL CONTRE L'HABITAT INSALUBRE (ANHI)

3.4.1 Purposes, Activities, and Background

The National Agency to Combat Substandard Housing (ANHI) was created
in January 1984 and operates under an agreement signed between the Ministry
of Finance and the Ministry of Housing.

According to the agreement, “"the creetion of ANHI responds to the need

.fer @ pubiic instrument capable of urce—.siing a1l tre cperations necessary
to imprcve housing and living cornditiors ‘= substandara neighborhoods." To
fulfill this missicr, ANHI is permittec z: 2ake the following actions:

1, Acquire and develcs laenmc ir suzs-andarc ne‘gntcrhood areas;

Z; conduct studies reiatec TG SuS314"Carc ne)3npcrnoods;

3) Build housing units to relocaze low-income families and partici-

pate in the construction of comeunity facilities;

4) Sell serviced plots, housing urits and any other commercial or

residential construction; '

5) Collect beneficiaries' payments and operate overall cost recovery

programs.

Funding for these activities, as provided by the agreement, is made
available from central governmént budget allocations, sale of plots and
housing units, collection of payments from beneficiaries, and domestic or
international loans.

ANHI's current operations include thirteen projects (rot including
HG 001) in eight cities, or a total 15,00C plots and an estimated cost of
400 million Dirhams. The specific breskoowr of projects is the following.

1) Sites and services proiects fc- relocating bidonville households

(6 projects, 8,150 plots;: “nese are targeted on generally
small- and medium-sized bidonvilles in which the provincial

Ministry of Housing delegate (DP4) had initiated a project,
provided the land, and prepared the list of beneficiaries.

2) Infrastructure projects for already plotted land (2 projects,
2800 plots): Implementation cf bidonville relocation projects
where the plots were attributes before the land was serviced.

ry
.
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3) Land development projects (4 projects, 4,550 plots): Serviced
plots are sold to relocated bidonville households at subsidized
prices, at cost to low-income households (HBM) and at market

prices for villas, apartments, or commercial units.

4) Upgrading projects of clandestine settlements (1 project for
1,300 plots, and HG 001 for 7,500 plots): This is a new type of
activity which will combine, in both projects, an upgrading
component with a sites and services program,

. of ispliementation of the thirteen projects is as follows:
1) Projects under construction: (4 projects for 5,500 plots) with

& miilion Dirhams in which contracted commitmerzs have beer maze
€2 837 of projected costs; cost recovery from Saceficizrczs ce
the form of downpayments has begun in three sites.

2) Projects in the Planning and Engineering Studies Phase: 6 pro-
Jects for a total 5,150 plots with an estimated 168 million
Dirhams. One project in Casablanca was recently stopped after

preliminary planning due to a lack of approval for the proposed
land uses.

3) New projects approved for 1986: 3 projects comprising 3,750
plots and with 74.5 million Dirhams (HG 001 excluded).

Exhibit 3.4.1.1 presents ANHI projects- according to location and char-

acteristics.

At the time of the agency's creation in 1984, financing of ANH!
projects was expected to come from the General Budget allocations for the
Ministry of Housing for the 70% of project costs and for 30% from bene-
ficiaries' downpayments.

howeve-, because of difficulties of obtaining budge: d:ctbursemerzs -
1985, the budget contribution to projects was reduced to 30% of estimated
costs, the remainder being financed by beneficiaries' downpayments and
cross subsidies. Even so, at the end of 1985, only one-third of the allo-
cated budgetary funds were effectively disbursed for ANHI! projects (13,¢
MDH out of 32 MDH). This situation has created difficulties in project
implementation and made the consideration of alternative forms of financing
“ecessary. As a result, new trends in project design include:



Exhibit 3.4.1.1

ANHI ACTIVITIES IN 1986

Project Name, Type Agency Number of Estimated Current

Location Plots Cost Status
Taza, E1 Qods S&S - DPH 1800 29,C8C MDH Constr. 70%
Kroyrigoa S &S - T - k.0 Constr. 50%
Caza Bachiou S&S - CPK pIns 22 ,6€3 Stopped
Fes Dar kreeis L.Dev. - ™ [ o 7,240 Constr. 100%
Racas Che™’arn $§S - Do = 8,382 Constr. 20%
Ber Slimare Infp, - Q5% s ?,0s Constr.initisted
Taza Massira L.Dev. - DPH 6c< 21,944 Constr.initiated.
Rabat El1 Kora S&S - DPH 130C 28,700 Project approved
Fes Zouagha S &S - MUN 125C 19,195 Studies
Fes Bab Siffer Infr. - MUK 2218 26,59¢ Studies
Larache Upgrad - MUN 1300 29,287 Project approved
Mechra ben Msiri L.Dev. - ANHI 643 11,878 Studies
Fes Ferme Ex. L.Dev. - ANHI 2000 98,250 Studies
TOTAL 17611 345,450 MDH




1) focusing ANHI involvement on projects for which financing is
available rather than dependence on central government budget
allocations;

2) designing financially balanced projects by reserving in each
project site a part of land for sale at market prices (apartments
and units for commercial uses) creating an internal cross-
subsidy;

3} implementing profit-making land development operations in crder
to raise money for ow-income housing prciects; ang

4) obtaining domestic and external loans.

47" of tmese four new design elements have beer followed ir proz-iring
L3¢ 3t fttes ard will be integrated into HE CC..

AN-{'s role in prcject implementation may take twe drffarent ingeszu-
tional forms. First, it can operate as "Maitre d'Ouvrage DE&l&gué" or
implementing agency for local institutions such as the Provincial Delega-
tion of the Ministry for Housing (DPH) or municipalities. In this case,
following cn agreement signed between the two parties, ANHI is responsible
for studies, construction supervision, and cost recovery from benefici-
aries, while DPH or Municipality is concerned with land tenure considera-
tions and identification of beneficiaries. In this type of project, ANHI
receives transfers for construction management from the local institution
to its treasury account. ANHI maintains a separate accounts receivable and
accounts payable ledger for each project. The price of serviced plots for
Tow-income households is generally fixed by DPH according to beneficiearies'
ability tc pay.

ANHI can also operate independently as a public developer. Ir this
case, AM. buys the land (generally government ownec), deveisps it, and
sells the-plots according to a program targeted to types of households and
according to a housing density and community facilities plan which was
established in collaboration with the local Office of Urban Planning.

At its creation, ANHI operated exclusively in the first form, as the
implementing agency of the local DPHs. However, as the financing of
operations by budget allocations was delayed, ANHI was authorized to
nglenent profit-oriented or ffnancial]y—balanced prolects on its cwn. A
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more recent trend, including projects now in the pipeline, is for ANHI to
operate as the implementing agency on behalf of municipalities. In light
of the heightened responsibilities for urban development delegated to local
governments, ANH! management expects this to be tne primary institutional
arrangement in the future. The HG 001 project is intended to be a test of
this new institutional framework. The Agency is permitted to charge fees
up to 6% on project costs to cover its overhead esdenses.

3.4.2 (rzarizazion and Staff

ANHI 15 gcverned by a Board of Direziimy Saiirec By %he Mirister of
Housing arc incluging representitives f-or tte ®:=i5tmy 2f hkousitg, the
Riristry ¢ irtericr, tne Ministry of finance. = ®ir-siry o* Economy anc
Plan, the State Secretary for Ecoromic A¢¢a -, Assigned tc the Prime
Minister, and the Fund for Community Infrastructure (FEC). The Board of
Directors reviews ANHI activities and apprcves new projects. All con-
tracts, sale prices for plots or housing units, ard other arrangements fcr
each project are reviewed by a joint commission from the Ministries of
Finance and Housing and ANHI.

ANHI's internal organizational structure includes a General Director
who oversees the three departments: the Technical Directorate, the Finan-
cial and Accounting Department, and the Commercial Department. The organi-

zational chart presented in Exhibit 3.4.2.1, indicates further divisions

which are in fact not yet operational. Given the Agency's small staff, the
responsibilities in each department are as ye: distributed in a rather
informal way.

The Techrica! Directorate is responsible fa- three srincipal areas.
First it iceni1€ies, evaluates, and pregrass sew prosects.  Second, it
conducts or contracts for studies. ANHI prepares terms of reference,
reviews bids, and formulates conditions of corsracts for all technical
studies which are executed by externa) eng . neering ccmpanies.  ANH]
engineers supervise, monitor, and appraise the studies. The content of
these studies includes topographic:l and cadastra’ surveys, urber planning
studies (scmetimes designed by the local DPus’, and engineering studies

2
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Exhibit 3.4.2.1

ORGANIZATION CHART FOR THE NATIONAL ACENCY TO COMBAT
SUB-STANDARD HOUSBING
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from the preliminary design to the execution documents. Finally, the
Technical Directorate 1is responsible for construction works including
preparation of the bid documents and award of contracts. The monitoring of
the construction work is generally assumed by contract to the engineering
design company. ANHI technicians monitor general contract performance by
twice-a-month visits to the site.

The constraints of staff rec-uitment do not, at the present, allow the
Technical Directorate to urae—Jce studies or to assure construction
rcoitoring. On the othe- Pevc. e me Increese of activities, senior
technical staff are more irvcivee in project identification and programming
actvities and, ir genera’, ‘r o eCT 2eStr and maragement.

The Tezmriza® Ihmwrtiepte 44 i@r e of the [f-ector (er
arznitect), one chie® ¢f pro_e.t. .a® a"Toiiect,, one Ccivil engineer, one
mid-level technician, two drafts;en, and one secretary. The 1986 program
proposes the recruitment of <tw: sernior engineers and three mid-level
technician.

Responsibilities of the Firancial and Accounting Department include
new project financial feasibility evaluation, preparation of the annual
budget for submission to the Ministry of Finance, and project financial
management including contract and beneficiary payments accounting. Like
all parastatal agencies in Morocco, ANHI is subject to government financial
control and is required to give a full accounting of its expenses and
revenues to the Ministry of Finance. As stated earlier, ANHI maintains
separate internal accounting for each project. The accounting includes all
transactions for constructicr activities and individual files for each
beneficiary who is required tc make pavments directly to ANH! (for projects
ir which ANFI is the maizre 2 xi=23e}.

The Financial and Accounting Department is presently managing some 60
different contracts and the files of 15,000 beneficiaries. These numbers
are rapidly increasing as the raze of project implementation grows and will
reach, in the medium term, an estimated 300 contracts and 100,000 bene-
ficiary files (HG 001 included). The computerization of the ANHI account-
ing system is an obvious pricrity. The Department is also temporarily
dssuming the manacerent 0F t™e X;#=Cy's persie~nel, awaiting the creation of
¢ separate Acministratise lece~Twme=.
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The Financial Department staff consists of the Head of Department
(financial manager), one senior administrator, one accountant, and one
secretary. Two mid-level accountants are to be recruited in 1986.

The Commercial Department is the most recently created divisior and 1is
related to the role of ANHI as an indepenaent land developer. It deals
presently with the legal aspects of this activity (land acquisition pro-
cedures, contracts for the sale of plots, etc.) but will be involved in the
future in marketing studies and sales management.

Tne Conmercial Department’s staff comsists cf a Senitor .eg2i ACeisic,

one accountant and one secretary. A senior economist will be recruitec ir
2368,

. The irtent of ANKI's creatior w2s 2 ‘i @ smelT tenr 0F Ipmar
srofessionals capable of dealing with comgpiex cperatiorse anc wilnle:
bureaucratic constraints of the Administration. However, staff recruitment
has proceeded slowly and ANHI's staff has only this year reached the number
of personnel projected at its creation. Exhibit 3.4.2.2 presents ANHI]
recruitment. The pace of recruitment is due to the authorization of new
pasitions and ANHI management's desire to expand as the work load required.
There appear to be well-trained professionals available to ANHI as staff
positions are created. Ten out of the total of twenty-four staff are
senior professionals with high qualifications. Each has more than 5 years
of professional experience. The General Director, the Technical Director
and the Chief of Projects have extensive experience in upgrading programs
and in the delivery of low-income housing. They are generally recocrized
as being the most qualified professionals in Morocco in this area. The
Financial Director also has a higher degree in finance and management anc
nas worked for 8 years with the ERAC in Acadir.

ANHI's personnel statute, approved by the Minister of Finance, author-
izes payment of competitive salaries to its staff, who are recruited to
meet high professional standards.

For the future, with the increasing number of major projects dis-
tributed throughout the country, ANHI foresees the need to establish a
decentralized structure for operations and the coordinaticn with lccel



Exhibit 3.4.2.2
A.N.H.I. STAFF RECRUITMENT

Year of Recruitment

Total

1984 1985 1986 Sen,

Mid. Low
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Director
Secretary 1

. cmrscwman -
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LemNLICAL CIRZZTIAATE

Director 1
Project Chief 1
Civil Engineer

Technician

Draftsmen 2
" Secretary 1

—
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FINANCIAL DEPARTMENT

Chief of Department 1 1
Administratrator )

Accountants . 1 1
Secretary . 1

COMMERCIAL DEPARTMENT

N -

Legal Adv. 1
Financial Adv. 1
Accountants
Secretary

tod pud
-t

Oriver 1
Total Senior Staff 10
Total Technical Staff

Total Support Staff
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authorities, while keeping the central core for the general project design
and management. According to ANHI's founding legislation, field staff may
be recruited for a specific project and paid out of that project's budget.

3.4.3 Role in HG 001 and Institutional Capability
ANHI's role in the Dersa-Samsa project is threefold:
1) As the implementing agency on behalf of the municipality, it will
e responsible for the execution of all on-site (withir the
s—=.ect area; casgonents of the project; :
2: Secause of its experience, it will assist the municipality in
st reccve”y procedures and in the overall coordinatizr ¢f tre

- 3" = ..
¥ S ab | S R,

3 “wcu3m 1ts nmat:ioral role as defined by statute, it will reve t¢
acquire the institutional and technical capability for project
renlication.

As the delegated representative of the municipality, ANHI will be
responsible for the technical management of the HG 001 project, including
planning and design, ordering and supervising engineering services, and
management of construction services. Its principal tasks will include the
following: chbe

1) survey of existing clandestine housing units and of land tenure

situation;

2) design of primary and secondary infrastructure in the upgrading

area in order to minimize demolitions;

3) land-use planning of the ZAC and sites and services areas;

4) detailed engineering design of roads and water and sewer systems

withir the pruject area; i

5) supervision and management of the above work;

6) construction of housing units to relocate displaced households;

7) assistance to beneficiaries in tertiary infrastructure utility

hook-ups and dwelling upgrading;

8) assistance to ZAC land-owners for 1land development and plot

adesign; and
9' “‘nancial maracement of project contracts and of bereficiary

Seyments.




3.4.4 Recommended Technical Assistance and Training Activities
Because it is one of the key agencies involved in the implementation

of HG 001
amount of

» yet inexperienced in a project of this size, a significant
assistance is recommended for ANHI. The objectives of the

assistance are to:

1)

3)

Speci

following:
1)

2a)

Assist in defining the organizational structure which will allow
ANHI to respond to requirements of substandard housing projects
such as HG 001. The structure must take intc accourt the need
for a small core mbnagement staff 1n the cerira. office anc a
flexible decentralized operating mode for diverse ard dispersec
field operations such as trat ir Tetcuar.

Strengthen the existirg gereral merazemert a-z *:i-4-0-:z] Perzge-
ment procedures to make the organizaticnal structure functicrna®
at central and field levels.

Provide technical training to ANHI staff involved in HG 001
implementation in Tetouan and in other ANHI field opefations to
strengthen the implementation of the Tetouan project, improve its
chances of successfully meeting its goals, and facilitate its
replicability.

fic activities recommended to achieve these objectives are the

Assist ANHI management in conduEting an assessment of organiza-
tional requirements regarding both structure and staff profiles
and recruitment schedules for the next 5 years. Special atten-
tion should be paid to the linkage between the Rabat office and
the Tetouan field office as the first model of the decentralized
structure,

Timing: First year of project
Level of Effort: 1.5 person months
Assess the information needs for general and financial management

and design a microcomputer-based information system. Purchase
and install equipment and provide staff with basic training in



b)

micro-computer operations and commercial software packages.
Provide an overview of cost accounting systems for- project and
general expenses. This assistance is intended to provide a
general basis fcr ANHI management design. We recommend that
funds also be made available for a contract with a local manage-
ment consultinc firm to develop detailed procedures, customized
software and proyide training.

Assess the caz: crocessing reeds of the Tetouan project field
ofice, inC..< 5 Fmo_et aclcunting, DbDeneficiary files anc
project marezeee~:. lesign, procure, and install a micre-
cxTeies Wwh'>® - —amet't’e wotr Tre Rat3t office.

Timirs: Beg:r eie” allietl, 1. late-first yedr, witn continual
support, e %°Iild” s tnrowgh monitoring, through the first
3 years of the project. Support for computerization should
be proviceZ at a low leve! (1 month per year) through the
first three years of the project.

Level of Effort: 5 person-months and $30,000 for local manage-
ment consulting contract.

Equipment (including spftware): $30,000.

Provide specialized training for ANHI staff in areas which are
cr{tica1 for thé success of the Tetouan project and its replica-
tion in other settings. TA/T should be provided according to a
schedule which adapts the training element to the relating
project phase. A model for this type of training could be a
two-phased agprwach presenting material in a2 structured setting
in Ratst fc= F22at anc Tetowar staff “cllowed by practical
application cf tmne concepts irn Tetouan. The principal elements
and the timing for their initiation are the following. Follow-up
visits in subsesuer? years should also be scheduled.



Year 1

Project Design: Institutional relationships, . management
structures for effective decisionmaking and implementation,
analysis of technical alternatives related to effectiveness,
cost, and consistency with policy.

Financial Analysis: Economic and financial analysis of projects,
financial impact analysis of projects on local governments and
utilities.

Year 2

Coamurity Organization: Conducting beneficiary, su—vers, gz’ t:
education/relations, organizing corrurity gQroups for pérmtiliic-
tion in projects, for cooperative building ventures or seif-nei;
housing.

Project Monitoring: Evaluation methodologies, periodic moritor-
ing techniques, design of monitoring system.

(Note: This assistance should be supplied with the initiation of
each principal component of the project and followed up by
periodic visits.) :

Year 4
Project Impact Analysis: Based on data from monitoring, how to
evaluate the success of the project.

‘Timing: Life of project.
Level of Effort: 10 person months.

..'
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SECTION 3.5 MUNICIPALITY OF TETQUAN

3.5.1 Description of the City

Tetouan 1is the second largest city in northern Morocco and has
traditionally enjoyed prominence as an administrative and commercial
center. It served as the capital of the Scanish Protectorate and has been
a focal point for tourism in the regior. I%s attractiveness &s an economic
ar: "5t center are evicenses Dy the L rcdiiast crowrzeaticr feor tne
surrCyncing areas and the corsiserat’e c-eesTmert tt towrisa whic® has
rece~tly Se2n anncunced. These charaiir- 3" "dre, 22 2 Jarje ertent,
beer 31 tme base of the inta-es: anc ~sw: for <me Ze-sa-Samse pricect.
0¢¢2v275 mave operly commentec that t=e eccece-I vrvestments desisred o
atiract tourists need to be baianced w2y sciia’ investments to improve the
quality of life of the generally pocrer pcsulation of the Dersa neighbor-
hood and to provide outlets for growth wrich will prevent the spread of
future Dersas.

Tetouan's current population of over 200,000 has resulted from high
growth rates in recent years. The population has doubled since indepen-
dence in 1956, with an annual growth rate of 3.29% from 1971 to 1982. The
provision of city services and titled land plots for development have not
kept pace with this growth. The result has been a densification of the
medina area, thereby straining its already marginally adequate infra-
structure, and the creation of numerous clandestine neighborhoods in which
residential construction preceeds the provision of infrastructure in a
planne¢ fashion. These neighborhoods lack uniform services such as water,
sewer, anc electricity, and have a spati2’ pacterr whicr makes difficult
the provision of other services such as scliid waste collection and road
maintenance.

As noted in the introduction, one o¢ the root causes of clandestine
neighborhoods is the slow and unresponsive land planning and development
authorization system. The process includes several steps of successively
more detailed deve]opﬁent plans which previde the legal basis for approval
of subdivision plans or individual lot cevelopment. The first step is the



preparation of a "Schema Directeur" prepared by the Direction de 1'Urban-
isme, which provides a general plan or sketch of future development pat-
terns. The second and principal element of the process is the Plan
d'Amenagement. These plans are also prepared by the Direction de
1'Urbanisme for sectors of a city and define detailed land uses and infra-
structure requirements over a 20-year horizon. Their particular focus is
tne physical development of the city and insufficient attehtion is in some
2525 D3°¢ tc the resources available for plan implementaticn. After
" -eview ang apzvovel by the mumicipality, the Plan must be agprovec 5y tre
tentre’ govermment (Prime Minister's Office and Ministry of Intericr) anc
melt kvac'al'e for pubiic corment.  The process necessatily  reguires
-~"u Ze-az’e TTme, and onle approved, the Plan ¢'Amenageme~: I2--:t e
w0 4cet. Lane ceveiopment requests (Plan de Lottissement; anc buiiding
permits may be approved only for land for which a Plan d'Amenagement
exists. As in the case of Dersa, significant amounts of development take
p ace outside of this official process.

Related to land development problems is the land titling system.
Aspects of this problem are related to Tetouan's specific history and other
aspects are related to more general problems of land development in
Morocco. In 1913, the French "administration introduced a land titles
system based.on the Torrens system (that used in most European countries
and the United States). However, as Tetouan remained under Spanish admin-
istration, the traditional Khalifian system was applied. In this system,
the Khalifa authorized land titles and maintained centralized records. The
Kralifian system was abolished by decree in 1977, but the transformazion cf
those titles to the Torrens system has been slow: approximately 45% of
T-ag tocral tities are ir the process of transformation, whicr, secause cf
legal procedures, takes nearly one-and-a-half years.

The Direction du Cadastre of the Ministry of Agriculture and Agrarian
%efcrm maintains the cadastral system. ‘Land titles for indivicual plots
are processed following the approval and development of subdivisions. This
requires, of course, that the original land parcel have an approved land
title. Because of the pace of approval of subdivisions and the lack of
tteem2ze cf the official cadastre, few titled plots are available. Many

)
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Tetouan residents circumvent this difficulty by using the Adoul System
(notary) to formalize land transfers between individuals.

A further cause for the creation of clandestine neighborhoods has been
the difficulty on the city's part in providing adequate infrastructure in
anticipation of development. As land development (in the sense of titled
plot creation) is more typically a private or Ministry of Housing function
rather than a municipal function, this problem is linked to the land
development process as well as the ability of the city tc raise funding for
capital investments. This is tc say that 1T nas Deer re-:festi, cifficule
to plan and install infrastructure, whether municipally cgperatec or opera-
ted by other agencies such as the Regie, tC new a~=2s 17 2r e¢““s— {0 Su'Ze
37owth,

Related to the protlem of urtar se-vice ce -"vermy - clancestine arc
bidonville areas is the difficulty in resource mobilization. Beyond the
political aspect of demanding taxes dand fees from neighborhcods which
receive few services, the lack of a documented spatial design and ownershifp
records make revenue generation a difficult task. For example, providing
property ownership descriptions for lots as the basis for the property-
based taxes (taxe urbain and taxe d'édilité) or preparing roles for a
betterment tax for cost recovery of road and sidewalk projects is extremely
difficult in clandestine neighborhoods. The resulting loss of fiscal
resources in turn impacts the city's ability to provide for its normal
operating and capital budgets.

3.5.2 Services Provided by the Municipaiity

As provided by statute, the municipality provides 2 nusber of public
services which are administrative and technical! in natu~e., Trne adminis-
trative services primarily relate to support for the city council,
financial management (particularly accounting and revenue collection},
personnel, civil records, and social and economic services. It should be
noted that many of the financial management responsibilities are shared
with central government officials. Specifically, the “percepteur" who
oversees revenue collection activities and financial coomitrmerts vis a vis
the Treasury is a Ministry of Firance acocintec cf<icial. Siriarly, tre




property-based local taxes, the Taxe urbaine (portions of which go to the
central government) and the Taxe d'édilité (all of which goes to the
municipality) are managed by MOF agencies.

On the technical side, the municipality is responsible for almost all
urban services affecting the municipal physical plant. These include
management of municipal buildings, road maintenance, public lighting, solid
waste collection, storm and sanitary sewage systew, cemeteries, putlic

(Al

garders, subcivisicr review, and buildirg inspest = ar¢ ce~wi¢ Sczia-ce.
Comments or tne provision of some 0f the more eoc—warc services are
worthwhile in their relationship to the HG 00l p—=.e:° coeccre~tc.

ScTic waste coilection is accoep’ismes by zeam ¢ miec:itzi woeuir:
arc a ‘leel ¢f crllection trucks. As ncte: befc-e. te $22t e siiiasr r
the Tersa neigroornooc has made coliecticr by e£t>:-~; eI.TIMETL extrene )y
difficult. To improve collection capabilities in the area, the municipal
engineer has recently begun to prepare a request for funding by the FEC for
additional smaller equipment (such as motorized dumr carts) which is suited
to maneuvering in narrow streets. Solid waste is disposed of in several
controiled and uncontrolled sites, generally ravines. The city has begun
negotiations with brick factories to use clay pits for land fills.

The sewage collection system dates from the Spanish Protectorate and
operates as a combined storm and sanitary system outletting into the Oued
Martil. While the inadequacy of the system in terms of capacity and
treatment is acknowledged and its upgrading constitutes one of the HG 001
components, municipal staff currently do Tittle more than attems: tc keep
the existing lines open.

Little privitization of public services has occurred in Tetouan. A
private pubiic transportation system 1s curre-:’, coerating unizr Con-
cession from the municipality. A grace period has been granted to the
operator for the payment of concession fees to the municipality. Other
than the grace period, it was not determined to wha: extent the C.90k fare
is subsidized. The municipal Public Works director also indicated that the
city is considering privatizing the slaughterhouse operation, apparently
following the example of cities in Spain.

w\)



3.5.3 Financial Management Analysis

The purpose of the financial management analysis is to assess the
financial health of the city in terms of the strength of local resources
reflecting both a management capability and resource availability to
provide services. The clear implication for the implementation of HG 001
is th.t the better the management capability, the better the potential for
successful implementation. The analysis presented in this section studies
wre chiracteristics of the municipality's fisca® performanze ar:z re
srincizal technigues which are currently used in financia!l iana;e:er:
coerations. )

mo~icipa’ dudgets in Morocco are divided irtc Twg faris:  tme Sreat-
irg bucget anc the capital budget. The operating DuSgel s Iypilal iy
corsideradbly larger than the capital budget. Operating budge: revenues are
derived from a variety of sources, local and central. Princ¢ipal lccal
revenues include taxes (of which property-based taxes are the meost impor-
tant), service fees, revenue from municipal property, and the centra:
government balancing grant. The grant is based on néed generally defined
as the amount of budget deficit. Therefore, cities which are not in a
deficit situation do not receive a grant, regardless of other indicators of
need such as sub-average per capita revenues.

The capital budget is derived from transfers from the operating budget
(in the form of budgeted transfers or unspent operating budget balances
which are automatically inscribed in the capital portion), centra! grants,
and loans. Budget transfers are the predominant scurce for capital expendi-
tures. Loan reimbursements (principal and interest) are paid from che
cperating budget. Because the FEC, the primary lending source, must
receive reimoursements, subsidies to the operating bucge: from the certira’
government in the form of the "Subvention d'équilibre” are frequently used
to cover deficits created by capital investment loans.

Tetouan's operating budget revenues for the perioa 1982 to 1984 show
strength, particularly in Jlocal resources. As indicated in Exhibit
3.5.3.1, most local revenue sources exhibited stablility if not growth in
per capita terms during the period. The fact that total revenues per



Exhibit 3.5.3.1

PRINCIPAL REVENUE SOURCES

TETOUAN 1982-84
OPERATING BUDGET

EXPRESSED AS PERCENTAGE OF TOTAL AND AS REVENUE PER CAPITA

Total Expressed in 1982 DH

1982 1983 1984
fif,;:'; o 195/ 5pm 2137 1 6om 2% e
.::::;;Ef;;;EZc Se~vice Tay! 212/ 170 2387 7o O
i;;és:f;e:;;:et Fees) 4%/ 110 ~22:"17G'r-. 3% pesn
(Butiding Rencaly o 8%/ 5on 6%/ 5pn 8%/ opn
(Central Granty ¢ 1%/ 1104 3%/ 20 1%/ 10
Total Revenues 100%/780H 100%/77DH 10()%/80DH
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capita actually increased (unadjusted for inflation) from 78 to 80DH in
view of the virtual disappearance of the central government grant indicates
considerable effort to mobilize local revenues. The greatest expansion was
seen in the revenues from the municipally operated wholesale market,
particularly noteworthy during a period of general economic downturn. In
comparison to other cities of similar size, the Ministry of Interior
indicates that Tetouan's performance of 88DH per capita in 1985 was below
the average of 117DH. It should be noted, hcwever, that the average is
skewed by Rabat's performance (which includes special subsidies, of 2150r
per capita.

Tetouan's operating expenses show the pg-eoonde-ance ¢ cersonnel
ccsts, 62% to 64% of the total as presented ir £x=:zit 2.5,3.I. 7r‘s woulc
not appear out of line with similar cities in Moroccc. Ir 158Z, Tetouan
has 812 municipal employees versus 850 as the average of cities of the same
population. The exhibit also indicates that other expenses, usually
representing expenditures for materials and supplies increased as a pro-
portion of total expenditures. This would appear to indicate a determina-
tion to not let non-personnel operating and maintenance costs decline to
the profit of increased personnel costs in the form of higher salaries or
increases in the numbers of employees. A typical problem in many cities,
but apparently not in Tetouan, is that personnel costs increase at the
expense of materials as the city emphasizes employment over productivity.

The debt service portion of the expenditures also appears to be
reasonable, never greater than 10%. Anrual loan reimbursements of approxi-
mately 1.3MDH per year during this period covered three FEC loans for a
slaughterhouse, land purchase for an industrial zone, and a road project.

Exhibit 3.5.3.3 indicates the impcrtarce of operating bulge: transfers
in financing capital investments. Given the relatively minor portion of
operating budgets used for debt service, financing capital investments by
borrowing rather than cash reserve should be giver greater thcught.

Municipal budget formulation begins in October when a first draft is
prepared. Revenue projections are based on average performance of the
three previous years. This would appear to be & conservative aporoach to
forecasting rather than using methocds whick incorssrate nct<ons of



Exhibit 3.5.3.2

PRINCIPAL EXPENDITURES
TETOUAN 1982-84
OPERATING BUDGET

Expressed as percentage of total and as expenditure per capita

1982 1983 1984
Mur.icipe’ Councii ot 2om ia 0.4DH 1% 0.50H
Perscnne” €L - £3% 450k 62% 47DH
Debt Service e -9% 7DH 8% 6DH
Other Expenses 5% 16DH 26% 18DH 29% 29DH
Total IOC? 66DH 100% 79DH 100% 26DH
660H 66DH 64DH

_Tota1 Expressed in 1982 DH

3



Exhibit 3.5.3.3

CAPITAL BUDGET REVENUE SOURCES
TETOUAN 1982-84

Expressed as Percentage of total and/or revenue per capita

1982 1983 1984

Cash Reserve (Transfer or Excess 2% ane 99% ..nu 27%/ 4v

From Previous Operating Buagets; & =40H i+
Sale of Property -0- -0- 13%/ 65k
Certra! Revenue Sharing N 12{ - o~ 2i%/ o s-l
Borrowing -C- -0- ~0-
Central Grant 27%/ISDH -0- -0-

-4 o o/

Total 100./57DH 100”/34DH 100 /47DH
Total Expressed in 1982 DH 57DH J1DH 400K
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potential and collection efficiency. For expenditures, each municipal
service prepares a service budget, the ensemble of which are reviewed by
the municipal budget commission in order to prepare the complete municipal
budget. The Public Works Division (see the following section) prepares a
program of activities in collaboration with an advisory board as the basis
for its budget. The program is apparently based on a qualitative assess-
ment of needs and priorities but does not incorporate gquantitative assess-
ments of service needs cr costs. In order to clearly estimese the costs cf
expanding services to new ne!ghborhoods or iap~oving sem: e cell.emy, 2
more quartitative approach would be useful, as in tre cise of service
Celivery tc Cersa anc Samsa meilghborhcods.

ne Sai:l fircrcial ma-ejement services 2-» Zarriel oot . mctItiel
staff. Tris inciuwdes accounting, payroii, &= muUN Ilzc re,e-.¢ ol -
lection. Financial management, as currently practiced in Tetouan, is for
the purpose of financial control (observing proper accounting procedures).
Little is done in terms of financial analysis which would give the munici-
pality a more useful picture of its performance. While the organization of
municipal administrative and financial services is discussed in the fo]iow-
ing section, it is worth noting that all operations .are conducted manually.
This is clearly ‘a time consuming task which fully occupies the current

staff.

3.5.4 Municipal Organization and Staff

Tetouan's organizational structure reflects its administrative and
public works responsibilities. Exhibit 3.5.4.1 presents the cunicipai
organizational chart. In 1986, municipal staff nusbered aoc-cximately 85C.

The Agministrative Services are comprisec primarii, cf “iranciz’
management related staff. Within the service, the Accounting section is
responsible for the fcrmulation of the budcet, pavments, purchasing,
administrative taxes and fees, and accounting matters relatec to municf;e1
property. The office has seven professional and technical esployees.

A\
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Exhibit 3.5.4.1
ORGANIZATION CHART OF THE MUNICIPALITY OF TETOUAN

President of the Municipal |

Council

Pe-za~en: Secretary

Mail Room Munic:=2

nep'sh
Fire Dezs~tment

Yeterindry

Office Seryice

= ADMINISTRATIVE SERVICES

TECHNICAL SERVICES

‘*[ Civil Records

Municipal Engineer

5 Municipal: Receipts

I Economic Services

Studies - Drafting, Surveying

| Social Services

|
| T S :
r-J Administration and Accounting
—|

Networks - Roads, Public Lighting

Administration

=, Environment - Solid Waste, Sewerage System

Legalization of Signatures

L-J Machinery Shops

Sl Personnel

L-ﬂ Buildings and Urban Planning

Accounting

i__Tax Registration

-J Contracts




The Municipal Receipts Section is responsible for monitoring all
municipal expenses and all payments made to the Municipality. . The service
also provides verification of tax payments to other municipal services
prior to the issuance of building permits, licenses or official individual
documents. The list of persons required to pay various taxes and the
amounts to be paid is determined by the Tax Registration Service. The
Service of Municipality Receipts has five administrators including tre
Receveur, a Ministry of Finance employee, and a secretary.

The Tax Registraticr Service s resporsidie fcr zme determinaics = .-
application of various nun}cipai taxes and the estaplishment of the ccr—e-
sponding tax rcies. [T s respomsisie, fo- exa'e. for determiting e
amount 0 roel taxes as: letleTmert %i:es %I e pif2. [t alsc comte— .
municipal fees and cna~ses coxing from the mr-n::‘.pa' slaughternouse, =>.-
stations and markets. The service has a central staff of three to four
people and several empioyees working full time in the field. The opera%ion
of this service will be directly involved with the project and is very
important for cost recovery. The service can recover taxes itself or send
the lists to Municipal Receipts.

The Technical Services (Public Works) is responsible for the physical
development of the city. Its:470 employees constitute nearly 60% of
municipal personnel. The municipal administration has recently moved to
improve the effectiveness of the Technical Services by recruiting a young
and motivated division director who is attempting to recruit qualified
section heads and to introduce modern management practices. Recently

trained engineers have been recruited as heads of the studies, networks, .

and environment sections.

The environment secticr is resscrsible fo- sci 2 waste coiliiecasal
sewerage system management, and parks and gardens. The section is com-
prised of 294 staff members oi* nearly 60% of the personnel of the Technical
Services. Of the total section staff, 285 are laborers. None of the sza<<
have real technical training in solid waste collection and disposal or
sewage treatment.




In response to the obvious need to improve solid waste collection
service, particularly in the Dersa area, the section head began an analysis
of collection needs and efficiency in the principal zones of the city. The
analysis will support a regquest to the FEC for funding of collection
equipment appropriate for neighborhoods ‘such as Dersa. While this action
is indicative of the motivation in the Service, it is also clear that to
effectively organize the department, the young staff will reguire

assistance.
The Builaing and Urban Planning seczion cf Tecnnica. Services reviews

land development proposals (plan de lctissemert}, issues buiiding permits °

ar< 1nspects comstruction as to Corécrmtly tc Sui Sing piens.  Tne Ceveiop-
2e-° review is one step irn & la~ge- process wroIt i, lee: tme Uroen
Planning cdelegatior and the municipeiity as cCisiussec ex-iier. As the
amount of time required to get lots hpproved and on the market (requiring
capital to be immobilized for an unacceptably long time) is a key con-
straint in the provision of lots through the private sector, the extent to
which this process can be made efficient and shorter will help improve the

housing shortage in Tetouan.

3.5.5 Role in HG 001 and Institutional Capability

The municipality of Tetouan will be a key institution in HG 001.
While the precise responsibilities for borrowing, cost recovery, and
infrastructure operation are not fully defined, it 1is clear that the
municipality will be the borrower of the major share of the loan funds,
responsible for most of the cost recovery, and responsible fcr the long-
ters provision of services to the tarzet neighbcrnoods. As such, its rcle
anc capacity can be discussed in term= of the financial circuits in the
project, the municipal debt carrying capacity, and the provision of public
services. '

3.5.5.1 Financial circuits

In section 3.3, the overall lending circuits are discussed in
terms of the respective roles of tre Ministry o Finance, FEC, and the
mricipaiity. The financial circu'ts o'scussez °r tn's secliorn refer to
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the activities internal to the field of responsibility of the municipality
as borrower from FEC.

Several possible variations of the financial circuitry of the project
have been proposed. In one scenario, the predominant one at this point,
the municipality will borrow all of the required funding from the FEC.
This scenario is presented in Exhibit 3.5.5.1. The specific timing and
amount of the loans will be determined after further design studies and
cash-flow analvses are prepared by ANHI and the Regie as "maitres d'ouvrage
O 25U€s.° Lcles funds wiil De oeposited in a special muUnicigai accouns.
Lcan funcs w:il be disbursed to ANHI for pa}ment to construction con-
STEILOCS 3dsec e'lte- or Quatterly projections of expenditures cr on tne
s-oxmssict f Iiricazic~y' imvoices. The fcrmer methoc will aliow ANeC
rce flex:siiiy anc responsiveness. The muniﬁfpality wili recover costs
through a variety of existing mechanisms including the betterment tax (tax
d'écilité), lot payments, and charges on utility bilis collected by the RDE
which will be transfered to the municipality. The recovery machanisms
described by project element are shown in Exhibit 3.5.5.2. The munici-
pality will be responsible for reimbursement of the FEC loan.

While the municipality will recover much of the cost through existing
mechanisms, ANHI will assist in-the preparation of beneficiary files and
collections during the life of the project. After ANHI's presence in the
field is completed, the municipality itself will manage the beneficiary
files for the recovery from the betterment tax, the taxe d'édilité, and
monthly payments from the upgrading area residents. It should be noted
that the taxe d'édilité is a standard tax levied on all construction as a
percentage of the property rental value. The rate is currently 7% but will
be increasec c 10T aczcrcing to the national fiscal reform. The rate ic
not based on the costs of specific infrastructure, nor can the product of
the tax be earmarked for a specific expense. The link between Infra-
structure cosis and ccst recovery through this tax is difficult to assess.
Revenues from this resource should therefore increase due to the increased
rate, improved land tenure and evaluation roles in the project area, and
theoretically at least, increased property values due to the improved




Exhibit 3.5.5.1
FINANCIAL CIRCUITS
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Exhibit 3.5.5.2
COST RECOVERY MECHANISMS

Project Elements Beneficiaries Cost Recovery Primary Secondary
Mechanism Recovery Recovery
Agency Agency
1. Regional Sewage Tetouan, Martil -Surcharge on Annual MUN
Treatment Plant Residents Maintenance Tax (taxe
d'edilite) and/or
-Betterment Tax
Dersa Samsa Beneficiaries -Betterment Tax (taxe MUN
1'etablicssment)
? Off-Site Water Dersa Samsa Beneficiaries} Surcharge on utility bi)ls or RDE MUN
Electricity Dersa Residents Betterment lax (MUN)
1 Upgrading .
- land Residents on Municipal Land Lot Payments MUN
(ANNIT)
- Infrastructure A1)l Residents Advance Payments ani MUN
‘ Monthly Payments “RDE MUN
. (with cross subsidy) ANHI MUN
- housing units for Relocated Dersa Residents Monthly Payments ANHI MUN
relocation (with crovs subsidy)
4. Z.A.C.
Infrastructure Works Private Land Developers Betterment Tax or MUN
Lump Sum Payment
5. Sites & Services
land %) Low income Beneficiaries 3 Annual Payments MUN (ANHI)
infrastructure ( Buyers of Commercial Lump Sum Payments MUN (ANHI)

.
]

utilities i

Plots




quality of the target neighborhoods. The betterment tax is based on a
prorated share of total project expenses attributed to each ovroperty,
thereby allowing 100% recovery of the calculated costs. Lot downpayments
or monthly payments are also straightforward as long as they are affordabie
to beneficiaries.

From a procedural standpoint, recovery through these channels should
not pose a problem. However, from an administrative standpoint, the volume
of records will most certainly strain the capabilities of the municipel
staff who currently manage theilr records manuaiiy. Computerization is &
necessity if the recoras aré to be processed in ar efficient manner.

One prciect element for wnichn cost reccveny is likely ts te protier-
a=iz is the sewage treatment plart. 3Sec2.se i1 serves as a r=:ond Plases
for Tetouan and Martii, the municipality of fé:ouat will nct nave cn' -
lection authority over all beneficiaries and will have to depend on the
revenue collection capabilities of Martil for a portion of the cost
recovery for the plant. The administrative and procedural questions
involved in this matter deserve further thought before a final project
design is accepted. (Technical responsibility for plant operation is also
a question and is discussed in the following section.) :

One variation on the above described financial circuit would have the
Regie as the borrower for the off-site infrastructure (water and elec-
tricity and the Dersa water tower) and therefore responsible for the
repayment directly to the FEC. This alternative would have the advantage
of eliminating one administrative step in the process, namely the munici-
pality recovering from the Regie and subsequently reimbursing the FEC. It
would also reduce what will, in any case, be 2 large loan to the city.

A further variacion on the firancial circu-t invcives the reinvestment
of project revenues by the municipality to earn additional income pending
reimbursement to the FEC. As cost recovery will be occurring on a monthly
or quarterly basis, but payments tc the FEC are only made once & year, the
municipality could establish a special bank account for reinvestment in
short-term bonds or other assets until payment had to be made to the FEC.
These additional revenues could be reinvested in the project tc reduce the




required borrowing or used to reimburse the debt. Apparently one example
of a similar operation exists. However, it is not clear that the Treasury
will accept this use of funds and it does impose a more complex level of
management on the municipality.

3.5.5.2 Debt Carrying Capacity

Debt carrying capacity can be analyzed accerding tc three dif-
ferent criteria: the performance cf propcsed coss oEeuEny GRS e
size of the loan and annua) rcayments in comca~-son tr co-e- Sssces
experses, and lecz] limits tg ber—owing., While the a7z ysic Se ' ow i -c- 2
geza‘led guartitative analysis c* Capacity, the p-ecie~taticr - tre-z: a2
experience provices ar adequate *7irst cut® assessmer: Of Cace: T4, = @re
- in-depth analysis might be usefu! at a later stage wrzr more ¢ ine p~ccecs
parameters are defined.

A recent estimate of project costs indicated that the municipality
would have tc borrow approximately 100 MDH (not including the sewace
treatment plant). Assuming standard loan terms and phasing of construction
over five years, the maximum annual payment to FEC would be approximately
16.6 MDH. This estimate also includes reihvestment of reflows to reduce
borrowing needs. '

Current records allow us to make a reasonable assessment of two of the
municipal mechanisms for cost recovery: the taxe d'édilité and the better-
ment tax (taxe de premiére &tablissement). As indicated in the financial
management analysis (Section 3.5.3), the taxe d'édilité has beer performing
well ir relation to other revenue sources. Further ircrovemens is exgeztec
next year when the rate of taxation is increase¢ zc 10% c° ne* rer=a:
vaiue. However, tne ccllectior efficiency appears ‘ow, abous 3., amc wre
arrears have increased each year recently. Therefore, even with an
increase in the rate and improvements in collectior efficienc,, ircreases
to the current annual collections of sTightIy over 4 MDH, wiil no: allow
the tax to make a significant contribution to cost recovery et projectecd

borrowing rates.




The taxe de premiére établissement is commonly used for road and
sidewalk projects or infrastructure whose costs can be prorated according
to lot size. The city recently used this tax as the mechanism to recover
costs for a road improvement project for which a loan was provided by the
FEC. Although the loan was arranged for eight years, the city recovered
95% of the costs after five years. The beneficiaries who had yet to pay
were generally public agencies. This would indicate that the municipality
»as user the tax successfully and there should be a reasonable expectation
=~a: 12 zouic be used successtully in HG O0l. It snculd be nciec, niweve”,
*=2% pas: reccvery efforts througn the taxe de premiére établissement have
e->2' ez s-3recicartly fewer rurpers of reccrcs mar wiii De recisrac -
e LeTi _eTs2 prtTIeCT.

.r>', recently, the Minisiry of Interior limited bcrrow:ng sc thit
annual loan reimbursements wculd not exceed 10% of annual operating bud-
gets. Recognizing that this was perhaps too stringent and would not allow
sufficient borrowing to pay for needed infrastructure, that limit is rnc

longer enforced. From Exhibit 3.5.3.2 in the financial management section,

it appears that Tetouan has managed to keep current reimbursements to less
than 10% of operating expenditures. Viewed from the standpoint of limiting
borrowing to even 20% to 30% of Tetouan's current 17 to 18 MDH annual
operating budget, the projected HG 001 borrowing appears excessive and
beyond the municipality's capability. The currently projected annual
repayments are almost equal to the entire operating budget. Furthermore, a
debt this large would prevent the city from borrowing for capital needs for
several years.

From a debt carrying capacity standpoint, the project, as currently
®< ez, will ‘mpose a strain on loca! finances. ‘wrile 11 wcL'Z 5<
unreasonable to expect that loan conditions would be made less rigorous
for this project, it might be useful to think of either phasing the project
cver a /loncer period, thereby reducing: annual repayments, spreacinc the
borrowing out among more institutions such as having the Régie borrow for
the off-site infrastructure, or scaling down the project activities.
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3.5.5.3 Public Service Provision

Because ANHI and the Regie, acting as maitre d'ouvrage delegue,
will oversee the construction activities, the municipality's principal role
will be the maintenance of most of the infrastructure (presumably the Regie
will be responsible for the water and electricity) and provision of ser-
vices to the neighborhoods. Although most of these services are currently
provided to other parts of the city, discussion in earlier sections indi-
cated that the young staff of the Techriza! Services lazks siiondiiicaze
training in the design ana celivery of tnese services. The quesz:ior,
therefore, is not whether or not the services are provicez but are <hey
provided adequately anc efficiercly? As ssazec ezrlier, wC ®2jor priclaes
have been iderntifiec regarding sciic wasce csilection; thes of colleczice
in spatially complex neighborhoods sucn as Dersz and that c? disposai ir
suitable areas.

The municipality, through the Buildings and Urban Planning section,
will also be responsible for approving land development plans. Because the
plans will have been prepared by ANHI's field team working in collaboration
with the municipality, there should be 1little technical difficulty in
approving them. The important issue will be to conduct the approval
process as rapidly as possible, not only to advance the project but also to
assure tinat -the regulatory process does not impose costly delays on
developers in general.

Wastewater treatment, if the city is to manage the plant, will repre-
sent a new service for the municipal government. Currentiy the combined
storm and sanitary sewers run directly intc the Oued Martil with no trea:-
ment, creating major environmental problems. Therefore, participating in
decisions about the constructior cf the plans anc assuming responsicilic,
for its operation will require significant training and recruitment by the
municipality. It will also require special arrangements with Martil who
will benefit from the service but currently has no defined role in opera-
tions. Because of the institutional arrangements and the technical
expertise reqiured to operate the plant, it may be more appropriate for
both municipalities to contract with the R.D.E. who is already providing
miter service tc the same area.




As sewage treatment becomes more of an issue at the national level,
new institutional approaches to system operations are examined by the
Ministry of the Interior. The project in Casablanca is the first attempt

to address the problem comprehensively. Institutionally, the water and
electricity utility has been given operations responsibility and special
legislation allows the collection of a fee specifically for sewage treat-
ment. The Ministry indicates that current policy direction favors utility
companies ratner than municipal management. This is logical in that the
uUtiiizies are & -eady o~=.:8 rc S7inaing water, anc providing sewege
treatment 15 & natural ste: froe a tecnnical capacity and cost recbvery
poine cf view. 3 Zreaime— s.oTT23e TS easily be put on water bilis.
Indlicnst zdies i oo licy esluc<iisl Selimm a5 criaSiien to i veiivelitheiRe Sielas
MUCR &5 PCSSTt e gnd Seen T rewe 1 2SS reéponsibi':it; for the systew
and plant. While this coula be done under contract to the municipalities,
cost recovery through water bills would require special legislation.

3.5.6 Recommended Technical Assistance and Training Activities

The basic framework for assistance asserts that the Dersa community
must be integrated into the fiber of municipal services. Therefore,
efforts to pro'vide services efficiently to Dersa should be considered in
light of the municipality's ability to provide services city-wide. Efforts
to improve service efficiency and the ability to provide services as they
are needed by a growing population will help avoid the creation of future
neighborhoods such as Dersa. Similarly, HG 001 will impose special finan-
cial management responsibilities on the municipality. To effectively carry
out these responsibilities, special assistance will be required. It is
hopec tha: thme <a-gete- gss-stence €or =¢ 001 will., ir the lcng terT,
improve tne municipality's overali financial management capability. Given
this framework, the following objectives are proposed for TA/T activities
with the municiselity.

1) Strengthen the municipality's ability to manage its portion of
the Dersa-Samsa project, including cost recovery, loan repayment,
mainterance cf investments, approval of land development plans,
anc oe~E1t lesting for ase’iings.

Mk
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Speci
following:
1)

ro
—

Reinforce the management capacity of the municipal administration
in order to maximize financial resources, provide services
efficiently, and make strategic choices regarding capital invest-
ments.

fic activities recommended to ‘achieve these objectives are the

Financial management: Because much of the assistance in this
area wili focus on introducing either refinements to the curren:
system or new approacnes to financial management, thne moce! for
assistance delivery should include the presentation of material
\approaches, procedures), their application to the Mr:zigaiity s
=.-rer: operations, and follow-uf anc moritoring o€ re a;zci:-
t1on.  Assistance of this type shoula include: firarz:a:
analysis  techniques (trend analysis, revenue potential,
collection efficiency), operating program budgeting (building on
the current process), and capital budgeting. These techniques
will be applied to the relevant elements of the HG 001 to assist
the municipality 1in monitoring its performance, particularly
tracking cost recovery to keep pace with FEC repayment schedules.
In addition, training: in investment planning, including under-
standing terms of loans and evaluating the impact of loans on
municipal finances, will strengthen the Tetouan's ability to
understand the impact of HG 001's capital investments.

Timing: Assistance activities presenting improved financial
management techniques will begin in years 1 and 2. Assis-
tance thereafter will focus on the application c© the
techniques.

Level of effort: 11 person months over the course of the
project. :

Public works: The critical needs in the technical services
regard technical capability and organization. Technical capa-
bility pertains to the staff's understanding of problems of

&




providing key public services for which they are responsible in
HG 001: solid waste collection, road maintenance, 'sub-division
approval and building permit letting, and waste water treatment
plant and system operation. All but the last of these are
current responsibilities. Organization pertains to the ability
of the service director and division heads to effectively
organize their staff and to recruit staff according to service
needs. Recommended assistance activities focus on both of these
elements.

Technical assistarce should be provided ¢ the servi:e
director and section heags in general ma-zzaomer: irzlucing sta‘s
organization, personnei management, ta2st: piarning erd bdudgeting,
and performance measurements. This training could be ir the form
of a structured seminar presented by a combination of U.S.
experts and a Moroccan training institution. In addition, these
service members should receive assistance in the form of a
short-term consultancy early in the project tc review the
technical services organizational structure, procedures, and
staffing.

Training should élso be provided to this level staff in the
deVivery of the key services noted above. Particularly important
is the solid waste collection service. Here, it is recommended
that assistance be provided in collection techniques (equipment
and scheduling) and disposal. It is not in the scope of this
assistance to provide full study and assistance in structuring
the city-wide collection and disposal systems, but rather tc
provide limited assistance in alterretives wnich could be
explored with other funding; municipal or external.

Training should aisc be provided to technician-level sta®?
to improve their job competency. This tvpe of training would be
provided by Moroccan institutions through their normally
scheduled programs at Regional training centers or specially-
designed courses for Tetouan. Trainees wcuid include shc:
manazers, truck drivers, and skilled wcmuer~s.
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If the current design of municipal operation of the waste
water treatment plant is maintained, the technical services
division will need particular training in system and plant design
and operations. Even if the Regie is the implementing agency for
plant construction (see Section 3.6), key municipal staff should
participate in training in treatment plant design and con-
struction. As the plant construction proceeds, municipal staff
hired for all levels of plant coerations should pe trained in
tneir respective responsibiliities fror maragemen:t to line tech-
nicians. Part of the procuremen: package for the piant should
include training at tme site cf @ simtlariy cesigned glant.
Further treining €= L.S. ex;e—: "é:- saric- management) ard
Mcroccan trairing mstitutiom: ‘- tecmnicians) shoule be
provided in Morocco to complement the experience at the plant.
The specific elements of this training should be defined after
the sewage treatment plant has been designed and the munici-
pality's role in operations has been approved. In view of the
recommendation in Section 3.5.5.3 regarding RDE management of the
plan, the TA/T required for plant operation is budgeted under the
assistance of the Regié.
~ - A final area of assistance to the Public Works Division
should target the land development process. Because of the
nature of the planning and development process, assistance should
also be provided to the regional urban planning office. The
objective of the assistance will be two-foid; (1) streamline, to
the extent possible, the plan approval and subdivision approval
process; anc (I, rev-ew Plan ¢ de~azeme-: tc make it rezlistic
and responsive to Tetouan's resources. The first item would
involve reviewing the current status of plans and procedures and,
using the Samsa component as a' %es?, impiementing a streamiined
approval process.

L
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3)

Timing: Throughout the life of the project at 2 months per year
for the first 3 years and 1 month per year for the final
years.

Level of effort: 8 person months plus $40,000 for local training
contracts.

Computerization: Previous sections have identifiec twc problems
related to the municipality's data prccessing cagatilities in

FOROSSTIRE R el s craisican t nusS e ZiCEiliaw 224 SE i e cenc il Sl Se s o

ficiary files arc cost reccvery rc’'s arc the t.-"ert zTat el
oce~azion of municizal finarcial reco~2:. Equippirs Tme 33 - s-
trative ce'visiorn with computer cacelt ity wou': 233, Thac
reco-ds get procesced accuracely anc eff'ciertly  Thcc w7 e
particularly important in order to mcbiiize reverues ir 2 timeiy
way to repay FEC loans. It is recommended that the possibility
of computerizing all of the principal financia! maragement
functions (accounting, budgeting, and personnel) ucinc exis%ing
financial management software packages be studied. Computerizing
these functions would free up municipal staff to work on the
financial management operations of HG 001 without imposing
significant recurring  costs on the municipality in the form of
increased staff.

This activity should begin with a computerization needs
assessment to ideniify needs, priority applications, and suitatie
hardware and software. It is assumed that a supermicrc such as
an IBM-AT and perhaps an additional microcomputer could satisfy
municipal management needs. Following the study, harcwere wol'l
pe procured and steff trained in basic cperations 2nc sgectlalizec
software. Attention should be paid to assuring compatibility
between the municipal system and the microcompute- c-cocs2c “cr
the ANHI field office. It is expected that techrical assistance
and continued training to monitor the use of the systems shculd
continue throughout most of the project.
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Timing: Needs assessment and computerization in first year,
Initial installation in first year with phasing in of all
applications by the beginning of the third year. There-
after, monitoring assistance and perhaps updating of
equipment and software.

Level of Effort: 9 person months.

Equipment Cost : $55,000

-



SECTION 3.6 REGIE AUTONOME INTERCOMMUNAL POUR LA DISTRIBUTION D'EAU ET
D'ELECTRICITE (RDE)

3.6.1 Background, Activities

The RDE was created in 1970 to furnish water and electricity to the
Tetouan precvincial area. In 1978 and 1984, it assumed the service
responsibilities of the networks operated by the electric utilities created
4. -ing the Z:aris™ P-ctectcrate in the city. The RDE's current service
. are3 incluses Te:ouar Province and Larache. The Direction des Services
ncedes 0 *te "r's:rﬂ of Interior is the “"tutelle® for all utilities.

The us'""ty furctiions as the producer and distridutcr of water in thas

Lt
——

2 operates wne waster suppiy reservoir and the distribution system. On the
cther han¢, 1T operates only as the distributor of electricity which is
purchased from other agencies. The RDE's tariff structure is based on the
marginal cost of service. Connection costs are recalculated each year to
incorporate current operating costs.

Although meter reading is performed by Regie staff, there is a cen-
tralized accounting and billing service for all utilities at the Societe
Interregie Informatique in Casablanca. Nevertheless, the RDE has developed
a substantial data processing capability of its own using an NCR 9020 mini
computer. Complete files on customer accounts, inventories, and personnel
are maintained and are processed in either batch or interactive modes.
On-line communications with Casablanca is planned.

3.6.2 Organization anc Staff

Curre=* s22¢¢ c€ RDE number approximately 80C and are located in the
main office cf Tetouan and branch offices in Larache and Ksar el Kbir. The
organizational structure divides the staff into three principal divisions
with the internal audit and special services attached directiy to the
Director. The divisions include the Hydrolic Division, the Electricity
Division, and the General Affairs Division. Each of the two service
divisions has a production and distribution section. The General Affairs
Civision is responsidble for feasibility and other studies, contracting, anc

th
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marketing. One of the special services attached to the Director is a
training section which organizes in-service training programs for RDE
staff. Professors include RDE senior staff and outside specialists.
Courses include practical subjects such as detecting meter fraud and
background courses in language and math.

3.6.3 Role in HG 001 and Institutional Capability

- -

The scecific respceasibilities of the 207 - Ro S2. have not €T cewr
definec but the ceneral areas of involvemers car be 2-slusses. e 2-ei:
and the aitemative relacicnships are:

irTrasto.cTue RDE Rc'e
off-site water mains, borrower or maitre ¢'cuvrage
water tower, electricity délégué for the municipality

cost recovery thru surcharge
on bills

on-site water, electricity under contract to ANHI

on-site water, electricity cost recovery by hook-on
charges

on-site street lighting maitre d'ouvrage délégué

sewage treatment plant:
construction maitre d'ouvrage deleg. or
borrower (legislation required;

operation manager under contract to

municipality, concessionary

manager, or nc role
As this tatie indicates, a vareity of roles arz possibiz in the p—:e:: so-
the RDE. Those alternatives involving water and electricity would require
service opticns which are customary for the utility. Howsver, the resocrsi-
bilities regarding the sewage treatment plant and system operatior repre-
sent new service capabilities. Regardless of which alternative is selectec
for the sewage treatment plant, it is clear that the Regie will play a role

A\
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in overseeing plant construction and most likely in plant operation; roles
for which it has not trained staff but which, consistent with national
policy, it should logically assume.

Cost recovery responsibilities represent several customary operations
also for the Regie. One exception will be the sewage treatment plant. As
stated in Section 3.5.5, fee collection for sewage treatment is only
permitted in Casablanca for which special legislation has been approved.
Moreover, the directcr of the 2% es*ima‘tes that hook-on fees for the new
system wiil be dif<icuit tc cc ,ect froe Tetouan residents where 60% paid
their taxe de premére &stablissemert for the old system years ago.

:.6.4 Rezxmencec T-zining ank Tecnmmila’ Assistance Activities

The objectives of the ass:stance tc the Regie will be to provide its
staff with the ability to plan, select, and manage the construction of the
Tetouan-Martil sewage treatment plant. In the event that RDE is also
responsible for sewerage system operation, a further objective is to
provide its staff wth the ability to operate and maintain the regional
system. Proposed activities to achieve these objectives include the
following:

1) Provide training to senior staff in sewage treatment techniques
and plant designs and assistance in reviewing bids for plant
construction.

Timing: Years 1 and 2 of the project, based on the schedule of
the design studies.
Level of Effort: 2 person sonths.

2) Provide specialized training in sewage treatment plant operaticns
for all levels of operating staff. Specific contents of the
trairning will be basecd or the cesign of the plant and will be
designed to complement training by the supplier. The program
will be integrated intc the current format of RDE internal
training programs. Training for senior staff should be provided
by an intermationa’ expert while intermediate and technician
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level training could be provided in collaboration with a local
training institutional such as a regional Centre de Formation.
One observational/training tour to a plant(s) of similar design
for senior and intermediate staff is also recommended.

Timing: Shortly before the completion of construction of the
plant.
Level of Effort: 3 person months for training, $8,000 for the

otsemational o.-, erd S$2.000 “‘or & “acal tretro-g
contracsz.



SECTION 3.7 [IMPLEMENTATION PLAN AND MANAGEMENT

Exhibits 3.7.1 and 3.7.2 indicate the general timing of inputs based
on a five year implementation schedule. Further refinement of the defini-
tion of activities and their scheduling will also be necessary during
development of annual work plans. However.'as a general rule, TA should be
provided according to a schedule which coincides with the schedule of other
HG 00l activities. Althougﬁ the propcsed assistance ac:tivities will be
w5e‘ul 1r eny event, tneir highes:t 1Fgec: . - DE T2+ [ ° e, LiTTEsPISC
to the key stages of the project anc the inputs o <nhe Leérticipating
izencies.

W= ¢ the CiSCUSSIor TC this oCizt ha: s-esertes Sve AT gzochvic-ec
1t MCrOTII, 1t n2s NGt asIressec the m2riagemert 0f Ihe so et who It s key
in view of the number and diversity of activities recommended. There are
several options available to AID/Rabat, each with their specific costs and
benefits. The options, of course, must be considered in light of the
characteristics of the project which can be summarized as follows: )

- a significant level of short-term effort from a variety of

foreign experts;

- a primary focus of activities in Tetouan with a lesser amount of
assistance to agencies located in Rabat (not just one geographic
focus of activities);

- observational tours and conference attendance outside of Morocco.

In other words, because of the amount of travel between Morocco and,
particularly, the U.S: and contracting requirements for consulting services
in the U.S., the management structure must 2llow for basic ocecisionmaking
ir MIrolIi anc “lexibie and responsive manazeme=t ir the LS.

Three hanagement options are worthy of discussion. They are:
1) Project manager resident in Morocco:

This optiorn woulid have the aavantage of assuring cooc comxmrica-
tion and coordination between the manager and the resioen: technical
advisor. However, the question would arise whether the manager should
be based in Rabat (making communicatior with Tetouar mcre distant) or




Exhibit 3.7.1

IMPLEMENTATION PLAN
TA/T INPUTS BY AGENCY

Year

Agency T 5 3 3 3 Total
ERERCH
1. Shert Term Assist. 1 pm 1 pm 1 pm 1 pm 1 pm 5 pm
2. Overseas Trng. _§4, 000 $ 3,500
3. Comuter Procure- $20,000
SF R, TBRINR I oe l pe P
L0 PR T :
. veiccent-Tetouan € o 12 x 12 p= € px 3 o=
< SmEm Tem= Assist.
0 BR8N 1.5 pm okt B
e cxDuctesization 2 o= . 2 = 1 px S £
C. Tech. Training 2 pm 2 pm 3 pu 2 pm 1l p= 10 pe
d. (Total) (5.5 pm) (4 pm) (4 pm) (2 pm) (1 pm) (16.5 p
3. Computer Procure- $20,000 $10,000 $30,000
ment
5. Local Mgmt. Contract $30,000 $30,000
MUNICIPALITY OF TETOUAN
1. Short Term Assist. :
a. Financial Mgmt. 2 pm 2 pm 2 pm 1 pm 1 pm 8 pm
b. Public Works 2 pm 2 pm. 2 pm 1 pm 1 pm 8 pm
Mgmt. !
c. Computerization 2 pm 3 pm 2 pm 2 pm 9 pm
d. (Total) (6pm) (7 pm) (6pm) (4pm) (2 pm) (25 pm)
2. Local Training $10,000 $10,000 $10,000 $10,000 $40,000
Contract
3. Coeputer Procure- $30,000 $15,000 $10,000 $55,000
. ment
RESIZ ALUTONOME
i Shert Terw Assist. 1 pe 1 pm 2 p= l = S pe
Z. OCverseas Trmg. - $8,000 $3,000
3. Local Training $2,500 $5,000
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CHEDULE
A

ln!lltut!on/Act'vity

Years

Totals

F.E.C.:
Training
Computerization

RD.E.:
T.A. (Sewage)
Training

ANM] ;
Resident

Computerization

Municipality

Institutional Ass.

Technic. Training
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5 p/m
2 p/m

2 p/m
J p/m

36 p/m
1.5 p/m
5 p/m

10 p/m

8 p/m
8 p/m
9 p/m




in Tetouan (making communication with Rabat more distant). Further-
more, the presence of a Morocco-based manager would not alleviate the
need for management support and coordination in the U.S. Finaf]y,
there probably would not be sufficient work for the manager in Morocco
over the course of the project to Justify the significant expense of a
resident position.

2) U.S.-based manager:.
TRis 003 wol'S 5eovide the best cocrdinatior ir the L.S. wist
SToTi-ler® &5 'srs @7C Toulc provide @ skilled manager a2t less thar
€0 -2ime, ::re:l- TeauLling cTS5s to the project. l-la-e‘ver.‘ tezacse of
The neec for POOC TOMELTICatior with operations in Acrocce, perizeic
“tvel 0 Relel enc ietouar would be necessary. For examcle. the
L.3.-Dasec mz-27er sncLlc participate in the preparation cf annual
work plans and attend periodic (quarterly) project review meetings.
This option assumes that the TA/T program is provided by a U.S.
contractor, thereby bypassing AID procurement procedures for each

-
-

short-term consultancy.

3) AID/Rabat management:

This option would provide the greatest Mission involvement in the
project and would require the lowest cost program budget of all three
options. On the other hand, it would impose greater operating costs
on the Mission. It would also require direct contracting for each
short-term consultancy which, in view of the number of such missions
recosmended for the program, could prove to be burdensome.

Of the trree options, the U.S.-based manager would appear to be the most
ef€fic ers anc is TeCommETlel.

g

\°”




SECTION 3.8 PROJECT BUDGET

Exhibit 3.8.1 presents the budget for proposed TA/T activities by year
and by type of input, according to the schedule in Exhibit 3.7.1. As in
the impiementation section, management costs are not included in this
estimated budget. Should the Mission opf for U..S.-based management,
approximately $75,000 per year additional funding may be required.



Exhibit 3.8.1

. HG 001 T/TA
ESTIMATED PROGRAM BUDGET

Element | " Years
1 R 3 4 5 ot
Kesident Agvisor ; ;

R G0, REESCe &< isC 188 8¢ - - &2l
Snort Tere ACviscmy cii.5 210 165 138 75 8C2
eocai ncacring Coms=act - 4C il 1SS JSRE 73
Cvemse2: “rairing o & S = [Ed ~L- L A3EE
Equipment 40 40 15 10 -0- 105
Total 337.50 454 353.5 245.5 87.5 1,478

B |




ANNEX C

MEMORANDUM pate: April 19, 1986
To: RHUDO/Rabat, Harry Birnholz, Regional Housing Officer
Prom: ANE/PD/ENV, Stephen P. Lintner, Environmental Cootdinatoqugéi

Subject: MOROCCO -~ Tetouan Urban Development Project (608-HG-001) =
Scope of Work for Environmental Assessment of the Wastewater

Treatment Plant and Wastewater Disposal System

1. Introduction

The Recional Housing Office/Rabat has closely worked witk the Enviroamental
Sccdlnatc, Buteds 027 AT 2 a=Z Sear Zast T MESUTE that e=T.Tonaectal
conceras have beerc azliresses ir Dotl the desisr and imglemcazaz:or of he
Prciecz. This concerst i3 well illustrated bv the detailed inforsasiac on site
Spes. .l emvirome=Iial issces eaviied iz Azoex I 0f the Priec: Pepes.

. T=2s Nemed fOr Prezaai.ox 24 at ETirocmenta. Assessaent

- e o n

™he Jdecision to inciude he design and implementation 0f & wmstevaier
treatment plant and wastewater disposal system within the scope of the Project
vill require the preparation of an Environmental Assessaent in compliance witt
the requirements of 22 CFR 216, "A.l.D. BEnvironmental Procedures®. The
preparation of an Bnvironmental Assessment, in accordance with the attached
scope of work, will meet this requirement when complemented by an
Environmental Mitigation Plan which identifies how the findings and
recommendations of the Assessment will be incorprated into the implementation
process for this element of the Project. It should be noted that no
construction activities for either the wastewater treatment plant or the
vastewater disposal system for the plant can be contracted for prior to the
completion, review and approval of the Environmental Assessment and
development of an Environmental Mitigation Plan.

3. Contracting for Preparation of the Environmental Assessment

It is recommended that the .preparatioa of the Bnvironmental Asseszaent be
contracted as an element of the planned technical assistance progras for the
Project. The preparation of the Environmental Assessment is clearly within
the capadbility of existing Moroczan coasulting firms and shocléd provide a
opporiuxity for the onsultant tec apply thelr skills to a msev Type af stody.
It is estimated that the preparation of the study will require three person
months of effort, six weeks for a physical planner and six weeks for an
environmental engineer. It will also require one week of suppor:t by &
Crafzsman and two weeks of secretarial suppor:t. %This time estimate is higher
than that for an hmerican consulting firm due to the lack of experience
Moroccan consulting firms bave with doing this specific type of study.

4. The Requirement to Plan and Condust a *Scoping Session®

A.l.Z. eevironme=2a. procedires Tequire that & "Scoping Session® De beld as
pasz of Tae process & prepanis; &2 Brircomsotal Assesmmess. Tw p.cpom =
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a "Scoping Session® is to provide input into the implementation of the Scope
of Work for the Environmental Assessment through the conduct of a review
meeting. It has been the experience of the Bureau for Asia and Near East that
such sessions are invaluable in provding an opportunity to identify local
concerns ‘and planning' conflicts which may result in potentially significant
delays in project implementation if not addressed in the design process. This
is especially true of the siting of wastewater treatment plants and the
5election of wastewater disposal options which often generate great
controversy if not handled with sensitivity in the planning process.

5. Review of the Draft Environmental Assessment

= rele’ecations 2! authority tc Misgierz Sireciors do BSOS lmclcde tle
FIovisions of 22 CFF 216, "A.I.C. BEnvironaental Procedures,® thecefzre, al
environsental clearances must be issued by the Bureau Envirocmental
=ocriizatsi. It is planned tzat the following A.I1.D. dizest-t.re pecsondel

ws.lS COTment ot the Draft Envirozmental Assessment AuUrips the 45 dav rev.ew
FeILos:

. Mission Environmetal Officer, AID/Rabat:

. Environmental Officer, Office of Housing, Bureau for Private
Enterprise;

. Environmental Coordinator, Bureau for Asia and Near EBast.

6. Preparation and Implementation of an Environmental Mitigation Plan

Concurrent with preparation of the Final Environmental Assessment, the
Regional Housing Office will prepare an Environmental Mitigation Plan which
will outline their decisions on incorporating the findings and recommendations
of study into the implementation plan for the wastewater treatment plant and
wastewater disposal system. This mitigation plan will be reviewed and
approved by the environmental personnel identified in Section 5 above.

7. PBEnvironmental Clearance

rollowing review of the Pinal BEnvironmental Assessment and the Bnvirommental
Mitigation Plan, the Bureau Environmental Coordinator, Bureau for Asia and
Nea: East will issue a final envirommental clearance whic:t will allow the
ReGgiooal Bousing Office to proceed with construction.

8. Technical Support to the Regional Housing Office

T™he Environmental Coordinator, Bureai for Asia and Rear Bas:t will be available
upon request to provide support to the Regional Housing Office in preparation
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of the subject Environmental Assessment. In addition, the Office of Housing
should consider having either Dr. Ronald Stryker, Miasion Environmental
Officer and/or Robert Kahn, Mission Project Officer in the Office of Energy
and Natural Resources (a former Regional Office Environmental Officer) meet
with the consultant to discuss A.l.D. environmental requirements and review

the Scope of Work.

Attachment: °®Scope of Work - Tetouan Wastewater Treatment Plant and
Wastewater Disposal Systes - Kingdos of Morocco®

cc: PRE/E, D. Painter
AlS/Rabat, R. Stryker, Rission Exvirommental Officer
RETOC/Ranat, k. Adams, Project Ranajger

Document No. 1355G

)
\\



SCOPE OF WORK
ENVIRONMENTAL ASSESSMENT OF THE TETOUAN WASTEWATER TREATMENT PLANT
AND WASTEWATER DISPOSAL SYSTEM
KINGDOM OF MOROCCO

1. Legal Requirement for Preparation of an Environmental Assessment

The provisions of Government of the United States legal regulations entitled,
22 CPFR 216, "A.I.D. Environmental Procedures® reqiire the preparation of an
Environmental Assessment for any action which is fundec by the United States
Asznsy for Inzernational Develoome=t (A.I.D.) wvhick mizht rvesult i-
d.:miflcan. es . IonDental LEpel.. Theje pIoTecurez TesllTe Thal Lo
wistiewater ire2iment plants ans toelr WVASTewater CLEDOSAl STITERS De £ Tes
== =he preparcation of ar Enviroamestal Assesssent. It should be noted tha
Sev.irormental AZsessaents aTe fregoently reguiced %z Sm preoaced ‘o
snfragireciice projects wihich arte sotemittes for frndiag o molzilateral anc

&l .
T..d%ecal icteczational deve.ormext 1ost)tutioms,

-
-
-

2. Tae P.rpose of BEnvironmental Assessments

The purpose of an Environmental Assessment is provide the individuals
responsible for making decisions on the financing, design, implementation and
operation and maintenance of a proposed project with an understanding of the
potential environmental impacts of the proposed action and alternatives toc the
proposed action. The Environmental Assessment is: structured so that these
individuals can: (a) review the environmental implications of the action and
its alternatives in a comparative fashion and (b) review proposed mitigation
activities which would eliminate or reduce negative environmental impacts. It
is important to note that the findings and recommendations of Environmental
hssessments do not determine whether a project is implemented but rather are
intended to provide decision makers with an understanding actions which they
can take to address potential environmental impacts.

3. Outline of the Envirommental Assessment

The Environmental Assessment should generally follow the outline provided
below, t should be clearly understood by the individuals presarina the stucdy

that an Environmental Assessment is a concise analvtical document directed to
providinc the reajer vitt ar cnderstaniinc of potez:ial ervisoamental imDass
and 1denctifipc what actions can. be taken to eliminaze 0 rescce these
gacts. The consultant is encouraged to use maps, drawings, photographs and
tables in preparing the Bnvironmental Assessment.
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l. Description of the Proposed Action

The tex:t ghould p
Tiant ans sut:aevwa
canital caxs: (for
(foreign an2 local currency), institutional development and training
TeIUlTeBesLL, PEISOine. Tequi’ ots, & analysis of reliabilicy of toe
Froposel p.aa: ancd sys:iez unde: Rorfoccan conditions and anticipaced
envircomenta. Denefit:.

rovids a description of the proposed wastewater treatment
ter Z.gposal rostex., T=i§ ga0ui? insiude at acalvs.s cf

2. Alternatives tz the Proposed Action

The text should provide a description of pragmatic, cost-effective and
implementable alternatives to the proposed action. This will include the
following alternatives:

« No Action Alternative (This alternative-would assume that no

investment would be made in wastewater treatment and
wastewater disposal).

o Wastewater Treatment Technology Alternatives (Type of
Treatment, Level of Treatment).

» Wastewater Disposal System Technical Alternatives.

. Siting Alternatives for the Wastewater Treatment Plant,
Wastewater Disposal System and Discharge Point.

- Phased Implementation Alternatives for the Wastewater
Treatment Plant to Provide for Staged Investments
in the lLevels of Treatment and/or Capacity of
of the Pian:.

3. The Existing Environment

<he tex:t shotld provide a concise description of existing enviconment in the

project area to include a description of physical, biological and cultural
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features. The text should pay particular attention to elements of the
environment which will be potentially effected by the proposed action or
alternatives to the proposed action. The text should provide specific
information on the present practices of wastewater collection and disposal, it
should include an estimate of the volume of wascewater and characterize its
composition, and a description should be provided of streamflow
characteristics and water guality.

The t=xt should also provide a description of Government of Morocco policies
anc laws concerning the collection, treatment and disposal of domestic anéd
industrial wastewater. The text should describe any permits which will be
reguired for the discharge of wastewater and identifv authorities which have
TeISInI.Ti ity 37 tne BONITIZIN: Of e TDeratior o the wRflewater Sreltyenc

F-ant an: was:tewater disposal systek.

2 tal Prvirommerntal Ipoacts f-os the Prooczes Action
ani A_ternatives to toHe Proposes ASt:ion

T tert 2.l provide a cTwpatative acalysis of toe potential ervicomestal
impacts resulting from implementatioc of the proposed action and alterna-:ves
to the proposed action. It should provide an analysis of the differences in
capital cost, operation and maintenance cost, institutional development and
training requirements, personnel requirements, reliability under Moroccan
conditions and environmental benefit between the proposed action and the
alternatives,

S. Proposed Mitigation Actions to the Proposed Action and
Alternatives to the Proposed Action

The text should identify mitigation actions which can be taken to eliminate or
reduce potential negative environmental impacts of the proposed action and
alternatives to the proposed action. All proposed mitigations should be
pragmatic, cost-effective and implementatble. Proposed mitigations will
include an analysis of capital cost, operation and maintenance cost,
institutional development and training requirements, reliability under
Moroccan conditions and envirommental benefit.

6. Annexes

“he tex: shall contain the following acnexes, .howeve:r, the consultan: may
provide additional annexes as appropriate.

Annex A. List of Preparers
Annex B. BRibliography

Annex C. Record of the Scoping Seszion

Aanex D, List of Persons Contacted




4. Special Issves:

The text of the Bnvironmental Assessmen: chall address the following concerns:

A. Polential Impacts to Archaeological and/or Histonrical Sites

The text shall provide a discussion of potential impacts to archaeological
and/or historical sites as the result of implementation of the proposed action
or alternatives. The consultant shall meet with representatives of the
Government of Moroccs authorities responsible for the protection of
arcraeological and historical sites to review the location of sites in the

Prorecst arvez and to assess potential imracts.

entia. IEcacis tCc Rarce and/or Pnldangered S-esies and “heir

3- :
1t.ca. Bapitat

4 it

The ex: sgmal. prov.se a disc.ssion of tentia. LEZASIS IO raze anc 'z
enlanzere: spelies &~ the.:r ITritical zatital as toe result o©f imslemeziation
ST Ioe prozcsel aTi.r Of allerzatives. The cozgsltant shall meet wish
fepresentatives of tne Govercmen: of Morocco authorities responsitle for the
protection of rare and/or endangered species to determine what species are in
the project area, identify areas of critical habitat and to assess potential

impacts.

5. The P.anning ané Conduct of a *Scoping Session®

A.I.D. environmental procedures require that a ®Scoping Session® be held as
part of the process of preparing an Bnvironmental Assessment. The purpose of
a ®Scoping Session® is to provide input into the implementation of the Scope
of Work for the Environmental Assessment through the conduct of a review
meeting. Experience in other countries in the Near East has show that
*Scoping Sessions are invaluable in provding an aprortunity to identify local
concerns_and planning conflicts which may result in potentially significant
delays in project implementation if not addressed in the design process. This
is especiallv true of the siting of wastewater trzeatment plants and the
selection of wastewater disposal options which often generate qreat
‘controversv if not handled with sensitivity in the planning process.

The following steps should be taken in the planning and conduct of a *Scoping
Session”®:

A. The meeting will be chaired by a representative of the Government of
Morocco organization responsible for implementation of the proposed wastewater
treatemen: rlant and wastewater disposal systes. ‘
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B. The meeting will be held at a suitable facility in Tetouan and should take
approximately 2 hours.

C. A list will of organizations/individuals to be invited to attend the
meeting will be developed by the consultant in consultation with the client -
and the A.I.D. Regional Housing Office. The list should include
representatives of organizations which will have responsibility for the
financing, construction, operation and maintenance of the facilities;
representatives of organizations which may be subject to potential
envirormental impacts from the project; and individuals knowledgable of the
type of intervention and potential. sources of data for preparation of the
Environrental Assessment, The client wil! be responsizle for issuing the
anVilal.X3 .

. Toe meeling s3olull follow the followinc format:
« Meelins 18 Calle? 2o Order Dy the Chairmac
Bew: .23 Pucticipazts Introduce ToemselTws
. A Brief Presentation by. the Consultant on the Proposed Action

+ A Brief Presentation by the Consultant on the Purpose
and Objectives of Environmental Assessments

- Brief Presentation by the Consultant on the Anticipated
Environmental Impacts of the Proposed Action based
on preliminary investigations

. The Chairman Supervises an Question and Answer Session

+ The Chairman Requests Organizations Which Have Useful Information
for Preparation of the Environmental Assessment to Discuss
the Information and Make Arrangements for Meetings with the
Consultant

E. The consultant shall make a list of those individuals which attend the
meeting and a record of their comments. <his material should pe included as
an appendix to the Environmental Assessmen:.

6. Proccsec Persononel to Prepare the Enviroamental Assessment

It is anticipated that the consultant shall provide the a two person team to
Prepare the Assessment with qualifications and experience as follows:

N\
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A. Physical Planner: The consultant shall provide an individual with
professional‘ training and experience in the planning, design and
implementation of programs of urban infrastructure including wastewater
treatment plants and wastewater disposal systems. The individual shall be
responsible for the description of the existing environment, analysis of
wastewater treatment plant site alternatives and wastewater disposal system
alignment and discharge point alternatives. They shall be responsible for the
analysis of permitting and monitoring requirements. The physical planner
shall assist the environmental engineer in the assessment of reliability of
the proposed action, alternatives and mitigations under Moroccan conditions.

BE. Environmental Engineeer: The consultant should provide an individual with
Frofesa.cral tralzing and experiexnce iz e planning, des.sm, opecat.or ans
3a:ntenance of wastewater treatment plants and wastevater é:sposai sSVSiens.
Th1s individual shall be responsidle for the description of the proposed
FTO0Ject ans alterratives, anaiysis of the potential impas:ts cf the proposes
altllor and alternatives, and analysis O©f Ri1Gation actioms. The inasivi2zal
£20.12 De Capalle Of developins Dasic cSost estimates for oess capital ans
TesuTre=t COOSts assoCiited Witk the proccsed action and-alze-matives an? for
mitigation activities. ;

7. Work Plan and Review Process

The first task of the consultant shall be to prepare a work plan for the
preparation of the Environmental Assessment for review and approval by the
client. This plan shall provide a proposed.date for the ®scoping session® and
include a 45 day review and comment period between preparation of the Draft
and Final Environmental Assessments.

B. Progress Reports

The consultant shall submit a monthly progress report on the preparation of
the Environmental Assessment. The report shall contain a summary of progress
made in preparation of the Environmental Assessment, list key meetings,
identify significant problems and provide for an accounting of labor and other
costs,

S. Publication of the znvifon-ental Assegsment

“he coasiltant stall provide the client witn 20 copies of botk a Dra’t and
Final Ervirommenczal Assessment .




