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ACTION MEMORANDUM FOR THE USAID/MOROCCO DIRECTOR

. DATE: December 31, 1988
FROM: John Wiebler, Acting Program Officer

SUBJECT: ANHI, Low Income Housing Program (608 HG-003 and 608-0200)

PROBLEM:

Your approval is requested for the Project Paper and the Project Authorization
for the ANHI, Low Income Housing Program (608 HG-003 and 608-"3).

DISCUSSION:

A major bottleneck in the provision of low income shelter in Morocco continues
to be the low level of production of affordable serviced and tenured land.

The bottleneck has resulted in the proliferation of substandard neighborhoods,
(40% of housing production) which require investments for upgrading and
servicing well beyond the affordabliity of households and the capacity of
local and central governments. Given the natural preference of private
developers towards serving the more profitable higher income groups and in an
attempt to address the needs of lower income families the Government of
Morocco (GOM) created in 1984 the National Agency for Pight Against
Substandard Housing (ANHI).

Since its creation ANHI has maintained a close working relationship with USAID
Morocco. As project manager Zor the Tetouan Urban Development Project, the
ANHI has benefited from USAID financed asssistance. Over the past year, ANHI
held discussions with USAID officials in order to explore the possibility of
HG financing to support their shelter program activities.

The proposed $10 M HG-003 Program and its accompanying 608-0200 $.8 M grant
component will build ANHI's financial and managerial capabilities for carrying
out its own land development program and for pilot testing and implementing
policies and procedures leading to: higher production levels of serviced land;
lower costs and more affordable serviced Plots; increased participation by
private developers and local governments in the production of low income
shelter; and increased access for low income beneficiaries to existing housing

finavce programs.

Froject design preparations began in spring 1988. USAID prepared and
submittec the Project Identification Document (PID) for AID/W approval in
August 1988. AID/W approved the PID in September 1988 in State 325923,
A.I.D. Delegation of Authority 654 permits you to authorize this project and
amend the Housing Gusranty Authorization in the field.
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On December 15, 1988 the Mission Review Committee reviewed and recommended
approval of the ANHI Low Income Housing Program with minor revisions. The
Mission Review Committee, was concerned that the grant supported activities
under the 608-0200 Program appeared to be underfinanced. At the request of
the Mission Review Committee the description of and level of effort for the
grant activities have been amplified and more accurately calculated. -As a
result, the life of project AID funding level has been raised to $ 800,000,
This funding will also {nclude procurement of the short term services of a
shelter/financial analyst to specifically assist USAID in HG-003 project
implementation. The final, revised document 18 attached.

The goal >f this project is to improve opportunities for below median income
families, in Morocco, to acquire affordable shelter.

ANHI will be the Borrower of record of the loan with full Moroccan Government
Guaranty. ANHI will receive the DH's equivalent of the loan and will be fully
responsible for servicing the loan. The authorization for HG finencing for
the ANHI program ($10 million) will result from a reprogramming 2f the
outstanding balance of the $17 million 608-HG-002 Low-Income Housing Project.
Purcuant to the ANPAC PID approval guidance cable the terminal date for
authorizing a first HG Loan Borrowing 1s three years after the date of PP
authorization, unless otherwise approved by AID/W.

The grant component of the project 508-0200, has a life of project AID funding
level of $ .8 Million and a PACD uf September 30, 1992. The 608-0200 Grant
will support the strengthe.ing of ANHI's managerial capabilities and finance
the studies required to investigate relevant policy issues and as well as
facilitate implementation of these policies. Direct technical assistance and
training to ANHI will emphasize building or improving in-house capabilities in
the vital fields of financial management, project evaluation, planning and
monitoring, management information and strategic planning and will include the
financing of the services of a shelter/financial analyst to assist the USAID
in project management. Sector studies will be undertaken concerning the norms
and standards for land servicing, public/private partoerships in the provision
of low income housing and low income household access to formal housing

finance programs.

A Congressional Notification for this project has been prepared and will be
forwarded to Congress by the end of December 1988. No waivers are requested
to accompany this project authorizationm.
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RECOMMENDATION:

That, pursuant to the ANPAC Guidance cable State 325923 and according to the
authority granted to you in AID Delegation of Authority 654, you (1) sign the
Project Paper Data Sheet and the attached Project Authorization, thereby
approving the ANHI, Low lIncome Housing Program with a life-of-project funding
of $ .8 million and a PACD of September 30, 1292; and (2) amend the HG-002
Authorization dated September 30, 1981 to permit for Housing Guaranty
financing of the ANHI Low Income Housing Program with a life-of-project
financing of $10 Million in arcordance with guidance provided in State 411624.

APPROV%Q’( M w{ Z,-l‘/4<¢7 DISAPPROVED:

Charles W(\g}hnson

Director
Drafting Officer: RHO:HBirnholz:sc w
CLEARANCES: B&A:KFreeman -
RLA:BBarrington ’

DDIR:1Morse ZW

Attachments: 1. Project Authorization
2, Project Paper
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PROJECT AUTHORIZATION

Name of Country: MOROCCO
Name of Project: ANHI LOW INCOME HOUSING PROGRAM
Number of Project: 608-0200

Pursuant to section 531 of the Foreign Assistance Act of 1961, as amended,
I hereby authorize the ANHI Low Income Housing Program for Morocco (the
"Cooperating Country™) involving the planned obligation of not to exceed
$800,000 1n Economic Support grant funds, subject to the avallability of
funds in accordance with the A.I.D. OYB/allotment process, to help in
financing foreign exchange and local currency costs for the project. The

planned life of project is September 30, 1992,

The project will provide technical assistance and training to support a
Housing Guaranty Program (HG003) financing the purchase of land and
introduction of basic infrastructure for serviced plots of land affordable

to families earning below the median income In Morocco.

The Project Agreement shall be subject to the following essential terms
and covenents and major condjcions, together with such other terms and

conditions as AID may deem appropriate.

Conditions Precedent:

Prior to the first disbursement under the Grant, or to the issuance by
A.I.D. of documentation pursuant to which disbursement will be made, the
cooperating Country will, except as the parties may otherwise agree in
writing, furnish to A.I.D. in form aud substance satisfactory to A.I.D.:



(1) The 608-HG-003 ANHI Low Income Program Agreement duly signed by the

Government of Morocco; and,

(11) A statement of the name of the person or persons representing the

Cooperating Country, together with a specimen signature of each person
specified in such statement; and, '

(111) The designation of a Moroccan project manager responsable for

managing the project for the ANHI .

Signatur ;

Date: /4 ;1
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Arendment to Housing Guaranty Authorization
Project 608-HG~002

- Authorization dated September 30, 1981, in the amount of seventeen million
dollars

Pursuant to the authority vested in the Assistant Administrator, Bureau for
Asia and Near East, Agency for International Development, by the Foreign
Assistance Act of 1981, as amended (FAA), and the delegations of authority
issued to me by state No.325923 October 5, 1988, I hereby amend the
authorization attached hereto, dated Septemder 30, 1981 by adding the
following sentence at the end of the first paragraph: “This program may also

include financing of land development activities for low income home sites”.

%Mm,_

Charles W. son

Director.
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4. Fee: The fee of the United States shall be payable in dollars and
shall be one-half percent (1/28) per annum of the outstanding guaran-
tied amount of the laans plus a fixed amount equal to one percent (1%)
of the amount of the loans authorized or any part thereof, to be paid
as A.I.D. may determine upon distursement of the loans, '

5. Other Terms and Conditions: The éuarantie's shall be subject to such
terms ltions as A,I.D. may deem necessary.

7
-

~W. Antoinette Yord
- Assistant Administrator
Bureau for Near East

SEP 30 1981
.Date

Clearances: .  _
DAANE :BLangmaid Date )o/G
Yl
tg;

NE/PD:RBell Date
NE/TECH: LRe Da
NE/NENA :Glewis J\. ' Date /. %
GC/NE:BJanig Date 1{30

PRE/H: PKimm Date ﬂ’ ¥\

G:/H:D&%Elizprj :08/12/81
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MOROCCO

ANHI, LOW INCOME HOUSING PROGRAM
608 HGOO3
608-0200

I. SUMMARY AND CONCLUSIONS

A) Background

A major bottleneck in the provision of low income shelter in Morocco continues
to be the low level of production of affordable serviced and tenured land.

The bottleneck has resulted in the proliferation of substandard neighborhoods,
(40% of housing production) which when in place, require investments for
upgrading and servicing weil beyond the affordability of households and the
capacity of local and central governments. Given the natural preference of
private developers towards serving the more profitable higher income groups
and in an attempt to adress the nceds of lower income families the Government
of Morocco (GOM) created in 1984 the National Agency for Fight Against
Substandard Housing (ANHI).

Rather than acting as a developer ANHI opted to play the role of a catalyst by
channeling private developers initiative towards the production of low income
shelter. 1In this capacity ANHI identifies sites for development, raises the
necessary funds from the beneficiaries, subcontracts all studies and works to
private engineering and construction firms and coordinates these firms. As a
result, with a very linh*~ structure (40 staff members) and starting capital of
100,000 DH it has succeeded in becoming, during its four years of existence,
the largest producer of serviced land in Morocco. ANHI has a portfolio of 42
projects in various stages of development, which cover the production of
54,000 low income serviced plots at an estimated cost of 511 M DH or $64 M.

For most of these projects, ANHI acts as project manager on behalf of the
regional directorates of the Ministry of Housing which are responsible for
implementing Government policy at the regioral level. Because of the GOM's
objective to limit the use of government resources to the absorption of
existing "bidonvilles", the largest proportion of the serviced plots produced
by ANHI are earmarked for the relocation of families removed from substandard
neighborhoods. However, to preclude further proliferation of substandard
neighborhoods, ANHI will have to produce an increased proportion of serviced
plots to meet the needs of low-income families other than those relocated from
existing "bidonvilles". This can only be done through development programs in
which ANHI would act directly as principal rather than as project manager. In
order to develop these programs, ANHI needs adequate working capital. Its
current 100% relisnce on beneficiary advances makes planning and coordination
extremely difficult. Currently, works and studies for a particular site can
only start when advances from beneficiaries selected for these sites are
collected. This leads to lengthy development cycles, low levels of production
and otherwise avoidable cost burdens to beneficiaries.

Since its creation ANHI has maintained a close working relationship with USAID
RHUDO Rabat. As project Manager for the Tetouan Urban Dev. .opment Project,
ANHI benefited from USAID financed training, technical assistance and computer
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equipment. Over the past year, ANHI held discussions with USAID Officials in
order to explore the possibility of HG financing to support their she'ter
program activities.

USAID Officials agreed that HG funding will be extremely useful to support
ANHI activities and will help transform current GOM policy decisions in the
shelter sector into concrete reality. In May 1988, an official request for a
line of credit was presented by ANHI to USAID Morocco. This request was
repeated in a meeting between the Ministry of Housing Secretary General, the
ANHI Director, PRE/H Director Kimm and RHUDO NENA, during the RHUDO NENA Land
Conference held in Lisbon in June 1988,

B) The HG Program

The proposed $10 M HG Program and its accompanying .8 M grant component will
build ANHI's financial and managerial capabilities for carrying out its own
land development program and for pilot testing and implementing policies and
procedures leading to: ' higher production levels of serviced land; lower costs
and more affordable serviced plots; increased participation by private
developers and local governments in the production of low income shelter; and
increased access for low income beneficiaries to existing housing finance
programs. While resulting in specific production outputs that could easily be
identified as HG financed; the program will also help develop policies and
procedures congruent with AID Shelter Strategy for Morocco aimed at better

meeting low income shelter needs.

C) Conformity with GOM strateqy:

The HG program conforms with Morocco's 1988-92 Developmeiit Plan which limits
the use of GOM budget resources in the shelter sector by:

- Emphasizing programs financed with beneficiary advances.

- Limiting the use of GOM budgetary resources to finance only low income
shelter/infrastructure projects.

- Accepting continued GOM responsibility for "bidonville" absorption;

- Upgrading clandestine (informal) settlements and rehabilitating Medina
areas;

- Increasing local government responsibility for shelter production; and

- Encouraging greater participation of the private sector in the provision
of low-income housing.

The HG program supports this GOM thrust by supplying an adequate production of

serviced plots financed by beneficiaries at little or no cost to the GOM.

D) Relationship to the CDSS:

The HG program will contribute to the achievement of three CDSS objectives
(&) increased economic growth, (b) improved efficiency and productivity of
public services and indirectly (c) improved primary health.

€E) Elements of the HG Program:

Specifically, the 10 Million HG Loan, will contribute to finance the working
capital requirements for starting and sustaining a land development program
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where ANHI acts as principal. This program covers a nominal yearly production
of 60 hectares or approximately 3000 residential plots earmarked primarily for
families earning below the median income exclusive of families relocated from
existing "bidonvilles". The first 60 hectares will be delivered no later than

the end of third year after the first disbursement.
t

The total working capital requirement for such a program is $20.5 M. The
$10.5 M not covered by the proposed loan will come from beneficiary advances.
While carrying out this program ANHI will seek to:

i/ Lower the cost of serviced land by persuading the relevant decision
makers to adapt land development norms and standards to the purchasing
power of low income beneficiaries and by reducing the production period.

ii/ Lower the sales price to low income households through full
valorization of land and adequate cross subsidies. Plots earmarked for
commercial use and apartment buildings will be sold at full market price
and benefits accrued from such sales will serve to subsidize, as
appropriate, residential plots delivered to low income households.

iii/ Assure its financial equilibrium and maintain its production level
by strictly recovering its costs including an allowance for land
replacement.

iv/ Facilitate access of its beneficiaries to the existing hausing
finance programs through the delivery, along with the land plots, of all
necessary documents for a mortgage loar particularly clear individual
land titles.

v/ Increase the participation of private developers, small builders, and
local governments in the production of low income shelter through
whole-sale of land tracks and through pilot testing of various forms of
partnerships, including partnerships similar to the ones being developed
in the Tatouan Project.

vi/ Provide technical assistance for housing construction to its
beneficiaries.

Assurances will be sought during negotiations to achieve the above pclicies
and procedures. Such assurances will be further specified in the Program
Agreement as conditions precedent or covenants, as appropriate.

The $800,000 Grant will be provided to support strengthening ANHI's managerial
capabilities and to finance the studies required to investigate relevant
policy issues and to facilitate implementation of these policies. An
estimated $512,000 are earmarked for consultant services, $98,000 for training
and $90,000 for commodities. Direct technical assistance and training to ANHI
will emphasize building or improving in-house capabilities in the vital fields
of financial management, project evaluation planning and monitoring,
management information and strategic planning. Sector studies will be
undertaken concerning the norms and standards for land servicing,
public/private partnerships in the provision of low income housing, and low
income household access to formal housing finance programs.
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ANHI will be the Borrower of record of the loan with full Moroccan Government
Guaranty. ANHI will receive the DH's equivalent of the loan and will be fully
responsible for servicing the loan. Detailed cash flow analysis carried out
on the basis of the current foreign exchange of 8 DHS = 1 US § revealed that
sufficlient cash flow will be generated to allow ANHI to carry out the program
and service the HG Loan. These analyses further indicaté that a disbursement
of $6 M will be required at program start, expected to occur by the end of
1989.

A second disbyrsement of $4 M will be required 24 months later. Of the first
disbursement $3 M or 301 of the total HG Loan will be disbursed as an advance
and the remaining $3 M against serviced land Plots resulting from projects

carried out by ANHI as principal and delivered after approval of the Project
Paper.

The foreign exchange risk coverage policy 1s currently being reviewed by the
GOM/MOF. Although the relevant authorities indicated their willingness to
accept that the Government bears the full foreign exchange rigk, assurances
will be sought at each disbursement that ANHI is adequately covered against
foreign exchange fluctuations.

Pursuant to the ANPAC PID approval guidance cable the terminal date for
authorizing the first HG Loan borrowing is three years following the date of
authorization of the Project Paper, unless otherwise agreed upon by AID/W.

F) Summary of Analyses:

ANHI 1s chartered as a private law enterprise (Société Anonyme) with a clear
mandate to serve low-income households. Although i1t is wholly owned by the
State, its management has the necessary autonomy and flexibility to conduct
its operation in a fashion very similar to that of a private enterprise.
ANHI's comparative advantages in assembling land and obtaining clear titles,
its bargaining power with other public bodies particularly those in charge of
the various author‘zations, approvals, and norms and standards, its role as
catalyst of private participation in meeting the shelter needs o: lower income
households and its observed high performance make it an appropriate recipient
of the proposed HG Loan.

Detailed institutional analyses concluded that ANHI and other institutions
involved directly or indirectly in the various stages of land development are
capable of carrying out the proposed program. It was also concluded that
beneficiary selection and other procedures are adequate and do not raise
concerns. Experience to date testifies to ANHI's strict adherence tc its
mandate of serving low-income households.

The main area of concern is the reliance of ANHI on the public Treasury and
its regional cashiers for handling its funds. While reliance on the Treasury
and regional cashier permits the adequate operation of the program, ANHI('s
operation could be enhanced through free access to primary banks, particularly
those involved in housing finance. Direct access to primary banks is likely
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to result in improved access of the target group to housing financing.
Assurances will be sought that ANHI be authorized to deal with primary Banks
particularly those iuvolved in housing finance for handling the proceeds of
the HG Loan.

Another area of concern is the capacity of ANHI to handle the increased volume
of activities resulting from the implementation of the HG' program. Increased
volume will require ANHI to develop additional in-house capacity to handle
project accounting, cost Tecovery, evaluations monitoring, and coordination.
Grant funds will provide the necessary technical assistance, training and
computer equipment to develop increased capacity.

A third area of concern is the monopoly exercised by the regional water and
electricity companies (Regies) in the execution of all works pertaining to
on-gite and off~site water and electricity networks. This monopoly
complicates coordination and causes unnecessary delays. Under this program
ANHI will seek to have an authorization to directly subcontract all water and
electricity works to specialized private firms. Regies can approve the
studies and monitor the works for a fee.

Detailed technical studies concluded that the program is technically

feasible. The studies revealed that the duration of site development can be
reduced from the current 60 months to 36 months. The duration could be
further reduced 1f the monopoly exercised by the Regies were removed, as
suggested above. Cost reductions could be achieved through the revisions of
nores of standards. As a first step towards cost reduction ANHI will increase
its land use factor from current 45 to 50X to approximately 552

Affordability studies have also been carried out and have concluded that the
sales prices applied to low income beneficiaries are affordable and very
competitive with prices applied in the informal sector. An income survey of
beneficiaries of ANHI's Fez Land Development Project revealed that 70X of the
beneficiaries earn below the median income and that 132 of all beneficiaries
are women. Despite nonexistence of credit, experience to date shows that
defaults are lower that 10%X. Although with some delay, beneficiaries have
been able to pay for their serviced plots. Beneficiaries usually sell the
right to build a second floor in order to raise part of the money required for
building their houses. In order to permit low income beneficiaries to
continue to sell air rights to build a second floor and from the point of view
of air circulation and light, plots smaller than 90 square meters are not
readily marketable nor desirable. Density increases will be achieved by
reducing the number of large villa plots on the development site, reducing
road widths and the amount of public space snd by increasing the percentage of
land assigned to apartment building use.

An Initial Environmental Examination has been carried out by the design team
and cleared by USAID-Rabat Environmecutal Officer and by ANE/PD (State
406598). It concluded that there 18 no negative environmental impact
associated with the progranm.
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G) Program Implemenctation and Monitoring:

The Regional Housing Officer/Housing and Urban Development Division will be
responsible to USAID/Morocco for monitoring the project. This includes
maintaining the schedules of program activities, recommending authorizations
for loan disbursements, coordinating with the Mission Contracting Officer for
the procurement of Grant funded Technical Assistance, Training and Equipment
and providing liaison with relevant Moroccan authorities. ANHI will be
responsible for day to day program monitoring and carrying out timely reviews
as appropriate. Semi annual program repor.s will be prepared by AID
contracted local consultants together with ANHI staff. ANHI will annually
provide AID with a program update duly approved by its board.

Approximately 18 months after the first disbursement a mid-term evaluation
will be carried out to assess the progress and to recommend eventual
corrections. A final evaluation will be undertaken by the end of the third
year of the program and will assess the degree to which program's objectives
have been reached.

H) GOM Dollars Repayment Capability:

While Morocco's external debt is still heavily discounted in the secondary
market, the economic policy environment is now sound and continued progress is
expected. The additional HG borrowing of $10 million will add less than 1/2
of one-tenth of a percent to Morocco's current debt service. In addition, the
HG Loan maturity falls outside the loan limitations accepted by Morocco in the
IMF Stand-By arrangement. The 1989 borrowing limit of 700 million SDRS (about
910 million dollars) in i-12 year maturities thus does not apply to the HG
20-year loan. Morocco may engage in as much concessional borrowing and
non-concessional borrowing at maturities greater than 12 years as it judges
appropriate.

G) Conclusion:

Given the soundness of current economic policies and the solid prospects for
continued strong economic performance coupled with the absence of restrictions
on longer—term borrowing, and the appropriateness of investment in low-income
housing, the HG loan is appropriate to make in Morocco's current economic
situation. The level of country risk is moderate and should not therefore

preclude the issuing of the HG loan.

II. PROJECT RATIONALE AND DESCRIPTION

A) Background

In Morocco, a major problem in meeting the housing needs of a rapidly growing
urban population, particularly the lower income families, has been the
inability of municipal governments and private land developers to finance
primary infrastructure, and to open up new areas for shelter development. As a
result, nearly 40% of the shelter production is clandestine neighborhoods,
which are below Moroccan housing norms (lack of basic infrastructure and
public services), and which, when in place, require even larger investments by
local governments to upgrade and service. The major bottleneck in the
provision of low income shelter continues to be a lack of tenured affordable,

serviced land.
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Furthermore, the existence of high norms and standards for all housing
development elevates the cost of serviced land and housing beyond the means of
most lower income households.

The land and infrastructure problem is compounded by the inaccessibility of
the housing finance system tc below median income households, Banks prefer to
lend to customers of higher incomes, and they observe that in many cases lower
income households do not have clear title to their land, creating a major
obstacle to proper collateralization of a loan.

Similarly, private sector developers often are not interested in creating
developments for households below the median. The potential for profit is
low, given the limited financial means of these customers, and the
infrastructure norms in place.

The Agence Nationale pour la Lutte Contre 1'Habitat Insalubre (ANHI), the
National Agency for the Fight Against Sub-standard Housing, was created in
1984 to impact on this situation. Since its creation, RHUDO and USAID have
maintained close working ties with the institution and provided it with
technical assistance, training and computer equipment. The ANHI is an
important counterpart in the implementation of the HGOO1 Tetouan Upgrading
Project.

Through 1987 the Agency had signed development commitments amounting to DH 238
million ($32 million) for projects having a total cost of DH 511 million ($64
million) and had become the largest developer of land for low-cost housing
neighborhoods in Morocco. It currently has 42 approved projects in various
stages of development. These will provide shelter for 135,000 low—income
households (700,000 persons). Of the 42 projects, ANHI acts as principal in
‘wo, and as agent.’project manager for the Ministry of Housing and local
governments in 40. The majority (80%) of these projects will provide
replacement housing for families being relocated from shanty-towns
("bidonville") neighborhoods which cannot be upgraded at reasonable cost.

Because of its very low capitalization (100 000 DH), however, ANHI relies
entirely on beneficiary advances to carry out its operations. Detailed
studies or work on a particular site can only start when advances from the
beneficiaries selected for that project are collected.

As a result, planning and coordination are extremely difficult and on-site
work must closely follow the plan for collection of advances from
beneficiaries. This leads to lengthy development periods and otherwise
avoidable cost burdens.

Over the past year the ANHI has held discussion with USAID officials to
explore the possibility of HG financing to support their rapidly expanding
shelter orogram activities. ANHI officials and USAID agreed that HG funding
would be extremely useful to support ANHI in a programmatic instead of a site
specific manner, while maintaining specific production outputs that could
easily be identified as HG financed.

In May 1988 the ANHI officially requested USAID/Morocco to consider providing
a line of credit to support ANHI shelter programs., This request was repeated
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in a meeting between the Ministry of Housing Sec Gen, ANHI Director, PRE/H
Director and RHUDO/NENA during the RHULO/NENA Land Conference held in Lisbon
in June 1988.

A written request was sent by the Ministry of Economic Affairs
on December 21, 1988 to formally request USAID contribution to the program,
.

B) Orientation of the Program

The proposed HG program will provide vital support to achievement of the ANHI
five year program, designed to help support the development of a gross area of
1445 hectares, producing fifty-four thousand plots, and allowing for
construction of 128,000 housing units for a population of 714,000 persons.

Although ANHI is chartered to serve the needs of the urban poor, it takes due
account of the character of the urban area where ig operates, the desire to
create mixed Iincome neighborhoods and of the need to optimize returns from the
sites it develops. A reasonable part of the sices are, therefore, earmarked
for commercial use and for upper income housing. The benefits accrued from
sales of these sites are used to cross subsidize, and, thereby, reduce the
price of the plots earmarked for low income housing, making them more
affordable. In most of its current projects, ANHI acts as project manager on
behalf of the regional directorates of housing and the local government . The
proposed program and its accompanying grant will help support building ANHI
financial and managerial capacity for undertaking, as principal, a land
development program covering the production of 60 hectares if land per year or
about 3000 serviced plots. The new flexibility resulting from the program
will permit it to negotiate standards related to zoning changes and levels of
infrastructure investment with local governments.

It will also permit ANHI to improve marketing strategies and facilitate
Participation of private developers in its projects.

The proposed project conforms with Morocco's 1988-92 Development Plan which is
designed to limit the use »f GOM budget resources in the shelter sector, by:

- emphasizing programs financed with beneficiary advances.
- limiting the use of GOM budgetary resources to finance only low

income shelter/infrastructure projects.
= accepting continued GOM responsibility for "bidonville” absorption;
- upgrading clandestine (informal) settlements and rehabilitating

Medina areas;
- increasing local government responsibility for shelter production;

and
—encouraging greater participation of the private sector in the

provision of low-income housing.

GOM Development Plan production targets are 164,000 housing units per year to
be achieved as follow: central goverament 202, municipal government 30% and
the private sector 50%.

AID views these moves as positive steps to both encourage dialogue with the
private sector and to meet the shelter needs of the urban poor. The proposed
AID capital resources (HG Loans) and grant financed techknical assistance and
training, can assist the GOM to translate its policy objectives into physical

outputs.



C) Program Goal

The goal of this project is to improve opportunities for below median income
urban families, in Morocco, to acquire affordable shelter.

D) Program purposes

1. To increase the production of serviced housing sites that are
affordable to Moroccan urban households earning less than the
median income.

2. To encourage the private sector to take on a greater role in the
production of affordable shelter.

3. To strengthen the operating and financial capacity of the ANHI
to carry out its task of stimulating appropriate residential
land development, and

4. To reduce the cost of residential land development.

E) Detailed Program Description

1. The HG program

The proposed $10 Million HG Loan and its accompanying $.8 Million grant are
intended to assist ANHI to expand its capacity to carry out land dovelopment
projects and to support the urban upgrading activities of Moroccan
municipalities with the active involvement of the private sector.

ANHI will carry out market studies, undertake planning and engineering
analysis, acquire land, provide infrastructure (primary and secondary as
appropriate) and sell parcels to individual developers and for low-cost
shelter and other compatible uses as set forth in each plan.

Land to be sold for purposes other than low cost shelter will be priced at
full market value and the proceeds shall be used as needed to write down the
cost of specific sites intended for lower income beneficiaries not able to
participate in the purchase of plots at full market price as well as to
support ANHI's bidonville upgrading programs in the same region.

a) Physical Outputs

The HG loan will supplement other resources available to ANHI (particularly
pre-payment from beneficiaries) to carry out that portion of the program
intended to house low income beneficiaries. As a direct output of HG
resources, and beginning in the third year, ANHI will produce either directly,
or in conjunction with private developers, approximately 3000 plots of
serviced land (60 hectares) targeted to the low cost housing market. The
plots shall have an average 3ize of 90 square meters. With the plot, each
beneficiary will receive all documents (including guaranty of legal title)
required to start construction and eventually to access the existing formal
housing finance system. The beneficiaries will also benefit from on-site
technical assistance by ANHI during construction.
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HG funds will finance only development of ANHI's own portfolio of projects.
Relocation sites and other land development projects undertaken by ANHI as
project manager acting on behalf of third parties are excluded from the
program.

Prior to any borrowing under the program, USAID/Morocco and ANHI will agree on
the location of the sites to be purchased and developed for the first three
years of the program. Seventy-five percent of the plots developed will be
earmarked for beneficiaries below the median income. ANHI and USAID/Morocco
will also agree on a program implementation plan specifying the delivery
schedules and the finaucial flows for the portion of the program concerning
the HG loan. ANHI will establish and replenish its land reserves at a rate at
least equal to its annual land consumption. To assure continued financial
viability, it will calculate the future replacement cost of land at the time
of sales, rather than using thc actual acquisition cost. As a rule-of-thumb,
land sales should factor in a mark-up of 20 percent over the acquisition cost,
corresponding to an annual 10 percent inflation rate over a period of two

years.,

b) Technical Assistance (TA) and training

Grant funded TA, training and equipment will support building the additional
capacity and capabilities resulting from the program and be geared towards
encouraging efficient operations. Grant funded TA will also support sector
studies in the fields of norms and specifications, housing finance and private
sector involvement in low income shelter provisions; all of which impact on
both ANHI operations and the overall shelter sector in Morocco.

c) Policy Outputs

In addition to the physical outputs discussed above, ANHI will agree to
institute the following policies and procedures:

1. ANHI will work to increase the involvement of private
developers in the production of land and housing for low-income
groups, by gradually shifting its emphasis from sale of plots to
individual beneficiaries to the sale of tracts of serviceable
land to private developers with conditions ensuring that a
negotiated proportion of the plots will benefit low-income
families.

21. ANHI will promote land development ventures with private and
local government participation building on the research and
design efforts currently underway the 608-0194 Tetouan Urban
Development Project Study examining in the public/private
development scheme (the "ZAC). Such operations could receive
partial financing from the Municipal Development Bank currently
being created with technical assistance from USAID/Morocco.

111, ANHI will facilitate the access of its beneficiaries to the
existing housing finance system by providing all documents
necessary to apply for a shelter loan including a clear title,
and by actively assisting the most credit-worthy beneficiaries
to obtain credit from the banking system.
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iv. ANHI will seek ways to lower the costs of land development
and subsequent housing construction through aite design,
architectural research and the development of appropriate
standards and specifications and will collaborate with the
Private Developers Association (ALPIM) and the Directorate of
Local Governments of the Ministry of Interior (MOI/DCL) to
rationalize major infrastructure standards (water, electricity,
scwerage) imposed on developers by public utility companies
(Regies) and other administrations in charge of norms and
standards.

2, The Technical Assistance Grant 608-0200

A new USAID/Morocco Grant Project (608-0200) totalling $800,000, to be
implemented during FY89 through FY92 would suppcrt achievement of HG loan
project objectives and institutional development of the ANHI. Grant funds
will finance technical assistance for ANHI, whose needs were formally
evaluated in May 1988 as a part of the Technical Assistance and Training Needs
Assessment under the 608-0194 Tetouan Grant Project. In addition, as
recommended in the ANPAC PID Review cable (State 325923) funding will be
provided to examine broader sectorial issues that address constraints and
policy reform. Costs figures are baserd in part upon level of efforts
determined in the 0194 Needs Assessment and agreed upon with ANHI which
reviewed the report. ANHI needs identified beyond the assistance being
provided in conjunction with the Tetouan Project, include:

a. Project Planning &ad Monitoring

Local and third country consultant assistance is required for establishing
computerized project planning and monitoring systems which will allow ANHI to
Plan and coordinate and control all aspects of site development. In the first
phase consultant services will be required for the identification of the
various compcnents of the system as well as the software and the hardware
requirements. A second phase which will take place after procurement of the
hardware and the software; the consultants will test the system, identify the
eventual complications at the level of the users and make the necessary
modification. Finally, in a third Phase training will be provided to the
project managers and relevant staff at headquarters on the use of the system
and the interpretation of its outputs. Costs of this component are estimated
as follows.

US and Third Country Consultants 2 man/months at $ 20 000 = $ 40 000
Local Consultants 6 h/months at $ 7 000 = $ 42 000
Equipment 6 wicrocomputers +

software = $ 90 000
Physical and price Contingencies = 4$ 18 000

TOTAL $190 000
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b. Accountiqgﬁand Financial Management

Consultant services are required to assist ANHI in developing computerized
accounting systems covering both general accounting and specialized project
accounts, invoicing and cost recovery. These services will be provided in
three phases; a) conception of ths system, b) installation of the system, c)
training ¢f the staff on operating the system and interpreting its outputs and
preparing a procedures manual.

Training will be required both in Morocco and abroad in the field of financial
manag<ment, particularly short and medium term forecasting, planning and
budgeting and cash management.

The estimated cost for this component 18 as follows:

Local Consultants: 6 months at $ 7000 = 42 000
Training: 3 persons, 3 months each
at $2000/person/month = 18 000
Contingencies = 10 000
S/TOTAL = 70 000

c. Management Information System

The system will be designed to provide the ANHI with a short and medium term
computerization plan and with concrete application to meet immediate priority
needs in management information systems. To meet these objectives, three
phases of technical assistance are proposed:

-~ phase 1. an organization-wide assessment of existing information
systems, hoth automated and manual leading to a hardware procurement
list, a list of priority applications and an implementation
schedule, and

= phase 2. analys!s of priority applications and implementation of the
programming.

= phase 3. identification and provision of any additional training for
ANHI computer maragement staff.

The cost of this component 18 estimated as follows:

US Consultants: 2.5 montks at $ 20 000 = 50 000

Contingencies: = 10 000
TOTAL = 60 000

d. Strategic Planning/Marketing

ANHI requires assistance in carrying out a strategic planning exercise to help
orient the agency to its changing mission and expanding client base (municipal
governments). Such an exercise should not be a conventional assessment and set
of recommendations conducted by outside management consultants.
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Rather it should be a longer term collaboration between AMHI management and
consultants which occurs over a period of 12-18 months, building on the
experience of the HG-001 Tetouan project involvement and examination of models
from other countries. !

The Cost of this component is estimated as follows:

'S Consultants: 1.5 man/month at $§ 20 000 = 30 000

Contingencies: = 5000
S/T = 35 000

e. Norms and Specifications

Cutside consulting services will be directed at improving ANHI capacity to
advise government leaders regarding policy reform, as well as increasing the
delivery of low-cost shelter solutions. Of special intevest will be the
possibility of reducing land development and housing construction norms and
specification. The assistance will also help quantify the impact of possible .
reductions as well as develop familiarity with use of computer-assisted design
applications (e.g. the Bertaud Model).

Training will be required for the technical staff of the Regies (public
utility companies) on the design and pricing of efficient elentrical and water
grids.

The cost of this component is estimated as follows:

US Consultants services : 3 man/months at $ 20 000/m/m = 60 000
Workshops: 2 at 25 000 each = 50 000
Contingencles: = 15 000

S/T = 125 000

It should be stressed that a comprehensive coverage of the norme and
specification issue will require higher amounts of funds. In this component
USAID will concentrate its efforts on water and electricity grids and on
architectural and urbanistic research.

f. Private/Public Partnership

Consultant services will be required for identifying opportunities and
strategies for promcting partnerships between ANHI and the private builder
developers particularly small developers. In addition to the consultant
services three information visits for ANHI hign level staff and private
developers aiming at learning from successful experiences in other countries
are planned. Seminars and workshops will be organized on an adhoc basis
benefiting developpers and builders and aiming at encouraging their increased
involvement in low income shelter provision and at inforaing thea about
possible partnerships with ANHI or other local and central government agencies
active in low income shelter provision. These workshops and seminars will be
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offered in collaboration with ALPIM,

In addition, information visits aimed at benefiting from successful experience
in third countries will be organized for ALPIM designated builders and
develupers on an adhoc basis.

The cost of this component is estimated as follows:

Consultants Services : 2 man/month at $§ 20 000 = 40 000
Local Consultants: *2 man/month at $§ 7 000 = 15 000
Information Trips:** 5 trips at $ 3 000/ea = 15 000
Workshops: 2 workshops at $ 5 000/ea = 10 000
Contingencies: = 10 000

TOTAL = 90 000

* rounded to 15,000
** does not include airfare to be paid by participants themselves

g. Housing Finance

Technical assistance will be required to evaluate the housing finance system
and to identify ways in which this system could tailor an increased proportion’
of its services to the needs and the capabilities of below median income
families. Such assistance will benefit the MOF, the Banks involved in housing
finance and ANHI. Technical assistance i1s also required to assist ANHI in
defining and negotiating the procedures for handling its accounts in primary
banks involved in housing finance particularly in the field of beneficiary
gdvance collection, reporting and access of ANHI beneficiaries to housing
inance.

The cost of this component is estimated as follows:

US Consultants: 4 months at $ 20 000 = 80 000
Contingencies: = 10 000
S/TOTAL = 90 000

h. Program Evaluation

Three types of evaluations are planned in this program as mentionned in the
program evaluation section. It is estimated that these evaluation will
require 3.5 man months of local consultants and one man/month of US

Consultants.

The cost of these evaluations is estimated as follows:

US Consultants: One man/month at $ 20 000 = 20 000
Local Consultants: 3.5 man/month at $§ 7 000 = 24 000*
Contingencies: = 6 000

TOTAL = 50 000

* rounded to 24 000
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i. Program Management Support

In order to assure adequate project monitoring and to assist the ANHI in the
preparation and revision of the annual program delivery plan grant funds will
be used to contact the services of a senior shelter/financial analyst expert.

U.S and/or Third Country Consultant Services:

4.5 m/m at $20 000 = $ 90 000
Contingencies = $ 10 000
TOTAL = $100 000

3. HG Loan Financigg

a. The Proposed Loan

ANHI will be the borrower of record. The foreign exchange proceeds will go to
the Central Bank which will credit the equivalent in local currency to the
ANHI account. The GOM, represented by the Ministry of Finance, will provide a
full guarantee of the dollar HG loan. The exchange risk will be borne by the -
GOM, except to the extent that a new national exchange risk coverage policy
(currently under study) may provide for & partial and cepped contribution by
all foreign currency borrowers in Morocco. Short of total and unconditional
Foreign Exchange risk coverage by the Government AID will require that at each
disbursement GOM will provide proof that ANHI is adequately shielded against
any adverse impact of foreign exchange fluctuations for that particular
disbursement.

The detailed Cash flow analysis revealed that two disbursements will be
required. A First disbursement of up to 6 Millions Dollars at the start of
the program and a Second disbursement of 4 Million dollars. The first
disbursement includes $ 3 Million which are disbursed as an advance to be
liquidated within two years and 3 Millions Dollars to be justified as
reimbursement for eligible expenses. Serviced Plots delivered ito below median
income beneficiaries after the date of the PP approval are considered eligible
expenditures for the purposes of Justifying the disbursements and the
liquidation »f the advance. These serviced plots are exclusively those
resulting from the projects where ANHI acts as principal. Their delivery
should be evidenced by duly signed occupancy permits.
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At the time of the first disbursement, ANHI will be required to have
designated the first 60 hectares to be developed under the program and to have
taken the initial steps with regard to the policy objectives described in C.2

above.
!

F) Project Fit to USAID/Morocco Strategy

1. CDSS

The project will contribute to achievement of two USAID Moroccco CDSS
objectives: (1) increased economic growth, (2) improved efficiency and
productivity of public services.

a. Increased economicggrowth

Project activities will support housing investment which has an income
multiplier that is typically above the average for all types of investment.
Empirical estimates of the multiplier for a number of developing countries
place its value at roughly two. Both the high labor intensity of construction
and its low import (in the case of Morocco) content contribute to the size of -

the multiplier.

The country's construction industry has been in decline eince the late

1970's. In fact, stimulation of this :ndustry has been declared one of the
major objectives of economic policy for Morocco. The current slump is likely
to have generated some excess capacity - which should allow for the
exploitation of the employment and income generating potential without leading
to any inflationary pressures.

The design of the program should also encourage private cector development
particularly among small and medjum-size enterprises. These enterprises tend
to be involved in disproportionate numbers in any construction activity,
particularly low-income housing construction and upgrading in secondary cities.

ANHI will also be developing projects that are integrated across
socio-economic classes and physical development categories. In this way ANHI
will be able to manage a land sales process that recognizes that land values
for certain areas will come to reflect market conditions (proximity to
commercial and public facilities such as hospitals, schools markets) that
allow recapture of added value. By incorporating provisions for this added
value into project planning, ANHI will be able to use higher returns on
certain properties to offaet narrow or slightly negative margins on others,
thereby keeping prices in line with the financial capacity of lower—income
families.
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b. Improved efficiency and productivity of public services

The project will support continued application of cost-recovery mechanisms,
and careful attention to the flow of advances from benefiting families,
practices that, to date, have forced ANHI to operate congervatively, and with
caceful attention to the financial viability of each transaction. The process
will result iu a minimum need for public sector support. The project will
also support a rstionalization of the land development process leading to
higher volumes of production, and a consequent increase in the private sector
resources (beneficiary advances) invested in production of low-cost housing.

2. USAID/Morocco Shelter and Urban Development Strategy

In support of the specific objectives of the shelter and urban development
strategy, the project will increase the output of serviced land suitable for
low-cost housing, applying new concepts of public/private collaboration in
both production and commercialization. This will be particularly true as
conditions develop that encourage development by private developers within an
ANHI site.

The project will also serve to carry forward experience gained in the
608-HG001/0194 Tetouan Upgrading Project that demonstrates the viability of
neighborhood upgrading, the most efficient forms of municipal goveroment
planning and intervention, and provision and financing of infrastructure

systems.

Finally, the project will contribute to better understanding of the needs
related to housing finance and land tenure issues.

G) Other Donor Activity

The World Bank is the other major donor active in the shelter sector in
Morocco. The focus of the Bank's activities has been to stremgthea the Credit
Iomobilier et Hotelier (CIH). “he priucipal housing finance agency, 80 as to
generate sufficient resources to meet shelter needs. These efforts are not
specifically directed at the below-median-income population. USAID/Morocco
will continue to work with the Bank and the CIH to develop easier access to
housing finance for those target population families who are interested.

Another area of World Bank attention has been decentralization and municipal

finance. USAID/Morocco and the Bank are both supporting the creation of a
gound financial intermediary capable of mobilizing the resources necessary to
support GOM decentralization programs and greater investment in municipal

resources.
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H. Special Program issues

Following review of the PID, ANPAC provided guidance on several key issues to
be addressed and clarified with the GOM during the preparation of the project
paper. These issues include program beneficiaries; credit svailability, ANHI
role and management capability, the need to increase private sector
involvement in the program. GOM shelter poliny change, content of Grant
supported technical assistance, cross subsidization of housing cost, foreign
exchange risk, GOM Dollar repayment capability. Apart from the above issues
ANPAC noted four conceruns for clarification namely site identification,
environment, other donors, and women in developement. The summary response to

the issues is given below.

Issue : Program beneficiaries: ANHI 18 currently completing the Oued Fez
project, the project most likely to resemble ANHI production under the
proposed program. A detailed survey of the beneficiaries of this project
indicated that on the basis of income data obtained. nearly 702 of the
households served by the project may be classified as eligible beneficiaries
for HG program support. Since the HG loan finances only 50% of the total cost
of the program the above percentage of target beneficiaries is more than
satisfactory to assure that HG resources are made available to eligible

beneficiaries.

The same Oued Fez experience indicates that smaller size lots can not readily
be marketed to HG target population. The reason being that Morrocco's laws
authorize the sales of air rights. Most target beneficiaries sell the right
to build a second floor in order to raise part of the funds needed for house
construction, smaller size plots do not allow the construction of two (2)
independant housing units. Rather than ask ANHI to adopt smaller lot sizes
which 18 deemed harmful to its marketing strategy the design team convinced
ANHI to raise the net to gross area from about 45Z to close to 55%.

These increased densities will reduce the appeal of ANHI's development to
higher income groups and the risks of speculation. Finally as specified in
the project paper, ANHI will continue to rely on the selection commissions
which have criteria insuring that the program will serve our target group.

Selection criteria include that the beneficiaries: a) be over 21 years of age,
married and have at least one child, b) resident of the city in which the
Program is being implemented, c) never previously benefitted from a government
housing program (verified on a data bank cross checking national identity card
numbers), d) having an income of less than 2200 DH/Month (1983).
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Issue: Credit Availability: Given the backlog in serviced land production
and the low level of supply, sizable pockets of beneficiaries exist which have
enough occasional saving to access propriety of shelter without using credit.

Despite the limited availability of credit, ANHI has always been able to
collect the necessary advances. In the Oued Fez development), being principal
of the project and not being tied to beneficiaries relocated from
“bidonvilles" ANHI is able to collect the advances on schedule and with no
sizable defaults. This shows clearly that beneficiaries are able to raise the
cash needed for the purchase of land plots. Part of the funds needed to build
the house are usually raised through the sale of the air right as mentioned

above.

Under this program ANHI will seek to increase the accessibility of its
beneficiaries to the formal housing finance system; by making itself known to
the Housing Finance Sector, by trying to make its developments eligible for
Housing Finance loan programs, by informing its beneficiaries about the
Housing Finance possibilities a'd by delivering, along with the sites all
administrative papers required to apply for a mortyage loan particularly a
clear title.

Issue : ANHI Management Capability:

ANHI has been established to serve the shelter needs of low income households
and all evidence gathered indicates strict adherence to this mandate. As for
ANHI capability it should be stressed that ANHI is not a direct developer.
Rather ANHI identifies the sites, assembles the land and subcontracts all site
related studies and works to private engineering and constructions firms.

Most of the additional production resulting from the program will be borne by
these firms which have enough slack capacity.

The increased production will call for some additional in-house capacity which
will be met through additional recruitments.

Under this program ANHI will act as principal rather as project manager. As a
result, it will have to develop in house capabilities in such vital fields as
land acquisition and financial management. Equipment, technical assistance
and training for the development of these in-house capabilities will be

financed by the grant.

Issue: Need to increase private sector intervention:

ANHI acts as catalyst of private sector participation in low income shelter
provision. 94X of the cost of a serviced plot represent payments for land
acquisition and for works and services subcontracted to private firms. The
natural preference of private developers to serve the needs of higher income
groups makes ANHI a useful and necessary intermediary. ANHI's comparative
advantages in assembling land and obtaining clear titles, its bargaining power
with other public bodies particularly those in charge of the various
authorization and approvals and norms and standards, its role as catalyst of
private participation in the satisfaction of the shelter needs of lower income
households and its observed high performance make it an appropriate recipient

of the proposed HG Loan.

Grant funds will finance studies related to the increase of private sactor
involvement and public private partnerships will be pilot tested. It should
be mentioned that as a result of work on the Tetouan Project, USAID Morocco
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has been already asked by the MOH to finance studies leading to drafting
national legislation which will provide the legal instruments for public
private partnerships such as the ZAC.

Issue: GOM Policy Change. p

Of the $800,000 Grant, $305,000 are earmarked for study of such policy 1ssues
as lowering norms and standards, increasing private sector involvement in low
income shelter provision and improving low income households access to formal

housing finance programs.

Issue: Content of Grant supported Technical Assistance.
Grant funded techuical assistance; training and equipment will support program
implementation and policy dialogue as summarized in the table below.

($000)
Component Consultants Training Commodities Contingancies TOTAL
A. ANHI
1. Project planning
and monitoring 82* 90
2. Pinancial management 42% 18
3. Management
information system 50
4. Strategic planning/
marketing 30
B. Sector Studies
l. Norm and specifications 60 50
2, Private/Public
partnership 34 30
3. Housing finance 80
C. Evaluations 44
D. Program Evualuation
and Monitoring 90
E. Contingencies 100
TOTAL 512 98 90 100 800

* includes Training

Issue: Cross-subsidization

Approximately 20% of the land developed will be carmarked for commercial use
and apartment buildings and sold at full market price. Benefits from the
sales of such land will subsidize low income residential plots. All
beneficlaries of low income residential land will benefit equally from this

subsidy.
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Issue: GOM Dollar repayment capability

The IMF projects that the growth of Morocco's external debt will slow
considerably over the next fow years, declining tc 204% of exports of goods,
non—-factor services and private transfers in 1993 as compared to 275% in 1988,
IMF projectiors include gradually increasing external reserves to 3-4 months
of import coverage to protect against an unexpected external shock. Morocco's
balance of payments position is expected to remain manageable and to
strengthen over the medium term. The government is committed to maintaining
external account equilibrium in order to resume payment of its external debts
on schedule. Neither the World Bank nor the IMF foresee the need for Morocco
to reschedule its debt aflter 1991.

Given the soundness of current economic policies, the solid prospects for
continued strong economic performance, the absence of restrictions on
longer-term borrowing, and the appropriateness of investment in low-income
housing, the HG Loan is appropriate to make in Morocco's current economic
situation. The level of country risk is moderate and should not therefore
preclude the making of the HG Loan.

Issue: Foreign Exchange Risk:

GOM indicated its willingness to bear the foreign exchange risk of this HG
program. 1In case of changes during negotiations, a condition will be
incorporated in the Program Agreement stating that at each disbursement proof
should be provided to USAID that ANHI is adequately covered against any
negative foreign exchange fluctuation resulting from that disbursement.

III. FINANCIAL AND IMPLEMENTATION PLAN

A. Program Cost estimate

The Total cost of the program is 20,5 $ Millions representing the working
capital requirement for capacity build up leading to a yearly production of 60
Hectares of serviced land. These costs are derived on the basis of a careful
analysis of ANHI past experience. They take into account expected
improvements in the duration of site construction which will be reduced from
about 60 months to about 36 months. For the purposes of calculating the cost
of the program, the 10 million GH Loan conditions have been assumed to be 11%
interest rate, and 30 years maturity period including a 10 years grace

period. Physical contingencies (15%) have been incorporated in the
calculations as well as an annual inflation rate of 7%X. All calculation have
been made on the basis of an exchange rate of 1$ = 8DH. The total program
cost is covered by the 10 millions Dollars GH Loan and 10,5 millions in
beneficiary advances accumulated during the first three years of capacity
build-up. Beginning the fourth year enough cash will be generated from sales
and new beneficiary advance payments to sustain a yearly ptoduction of 60
hectares, to sevice the loan and to allow a modest growth as will be explained
in Section V.A.1. and detailed in annex VII.E1l.
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HG funds will be appropriated at ANHI's discretion to cover any part of land
development expenses. These expenses are as follows for the development of
one hectare of land including physical and price contingencies:

DHS (000) us $
a) Land acquisition
and regularization 327 40,875

b) Technical studies and

monitoring 70 8,750
c) Development costs (roads,

sewer, water & electricity 966 120,750
D) Staking and titling 21 2,625
e) ANHI's fees and Misc. (10%) 155 19,375
f) Interest charges (HG loan) 130 16,250
g) Final servicing and landscaping 110 13,750

h) Total 1779 222,375
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B. Grant component of the program.

In addition to the HG loan USAID will provide an additional $.8 Million grant
to support program objectives. This grant will be spent as follows including
a 10X price contingency: t

608-202 Grant Project Financial Sumpary By Activity
($000 U.S.)

Contin-
Quantities Cost ST encles TOTAL
Uusc LC T c USC LC T ¢C
(in pm)

a/ Program Planning

and Monitoring 2. 6 * 6 PC 40 42 90 172 18 190
b/ Accounting and

Financial

Management 6 + - 42 18 - 60 10 70
¢/ Management

information -

System 2.5 - * - 50 - - - 50 10 60
d/ Strategy Planning

and Marketing 1.5 - - = 30 - - - 30 5 35
e/ Norms and

Specifications 3 -+ - 60 - 50 - 110 15 125
f/ Public Private

partnerships 1 2 + - 20 14 30 - 64 16 80
g8/ Housing Finance 4 - - - 80 -~ - - 80 10 90
h/ Program

Evaluations 1 3.5- - 20 24 -~ - 44 6 50
i/ Program

Implementation

and Monitoring 4.5 - - - 90 - - - 90 10 100

TOTALS 19.5 17.5 - - 390 122 - -700 100 800

USC : US Consultant

LC : Local Consultant

T ¢ Training

c : Commodities

* : Training Component included
Consultant effort

+ ¢ Specific Training Component
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The above activities include consultant fees, training expenses, and
commodities, summarized in the table below:

Grant Project Summary Cost Estimate

($000 U.S.)

Component USAID GOM Total
Technical assistance 400 135 535
Commodities 100 35 135
Training 100 35 135
Sector Studies 200 65 265
TOTAL 800 270 1,070

The technical assistance Grant funds during the first three years of the
program is summarized in the table below:

608-0200 Grant Project Projected Disbursements By Fiscal Year
(in_current dollars)

($000 U.S.)
YEAR 1989 1990 1991 1992 Total
(mid) (mid)
TOTAL 225 340 200 35 800

C. HG disbursement

All HG funds will be required during the first three years of the program. A
6 million dollar disbursement will be required at the start of the program,
expected during the third quarter of calendar year 1989, and a second
disbursement of 4 million dollars will be required 24 months later. Of the
first 6 Million dollar disbursement 3 Million dollar will be an advance of 30%
of the total HG loan and the remaining 3 milion dollars will be justified
against plots delivered by ANHI to low income beneficiaries. Eligible plots
are those plots delivered after approval of the project paper to beneficiaries
other than those relocated from "bidonvilles". They should result from
projects undertaken by ANHI as principal rather than as project manager on
behalf of regional directorates of Housing or local Governments. Finally
delivery of plots should be evidenced by sales contracts and duly signed
occupancy permits. The 3 Million dollar advance and the second disbursement
will also be justified against delivery of plots eligible beneficiaries.
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Five sites currently in progress are eligible for juctification of the
first disbursement under the proposed program. The main characteristics of
these sites and their delivery schedule are summarized in the table below.

Site Area Date Delivery schedule
Star- Total Resid Commer 1989 1990 - 1991
ted Plots Plots Plots

Oued Fes 101 Nov.86 2057 1845 212 800 1000 257

AL WAFAE 34.5 Mar.87 1675 1662 13 910 700 65

AL QO0S 23.4 Nov.87 908 890 18 650 240 18

MASSIRA 32.7 Dec.87 1593 1585 8 800 845 8

NARJIS 35.6 Jun.88 947 911 16 400 44] 86

TOTAL 228.1 7160 6893 267 3560 3166 434

Estimated

sales price

(Million DHS) 84.9 75.5 8.2

Estimated sale :
prices in Million $§ 10.61 9.44 1.02

Since the first disbursement is not expected to take place before the 4th
quarter CY 1989; ANHI will be able to produce enough finished plots to justify
the proposed $3 million reimbursement in addition to the proposed 30% advance

(3 Million Dollars).
Pursuant to the ANPAC PID approval guidance cable the terminal date for

authorizing the first HG Loan borrowing is three years following the date of
authorization of the Project Paper, unless otherwise agreez upon by AID/W.

D. Cost recovery and reflows:

Under this program ANHI will continue to recover the full cost of its
developments. It will further continue to rely on beneficiary advances to
finance its operations and to cross subsidize prices of residential plots sold
to below median income households from profits resulting from the sale of
plots earmarked for commercial use and apartment buildings sold at full market

price.

Advances from beneficiaries will be collected as follows in percent of total
plot price

40% at the start of works on site.
30% in the middle of site construction (12 month from start work)
30% at completion and delivery (24 month from start of works),

Sales of plots earmarked for commercial use (apartment buildings) will occur
one year after delivery of residential plots in order to reach a higher value.
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Pricing of serviced land takes into account the replacement cost of land
rather than the acquisition cost. This practice will allow ANHI to constantly
replenish its land reserve in order to maintain the production volume of 60
hectares per year. It has been assumed that the replacement cost of land is
equal to the acquisition cost inflated at 10% over two years.

E. Program Implementation Plan

1. HG Program Implementation Plan

It is expected that all HG funds will be required during the first three years
of the program. During this period ANHI will reach full capacity and
thereafter revenues from sales of residential and commercial plots as well as
new beneficiary advances will generate enough cash to sustain a yearly
production of 60 hectares.

Implementation schedules have been developed for a typical 20 hectares site
with the relevant PERT diagrams and critical paths, based on expected
reductions in site development durations resulting from the proposed HG loan,
sce Annex VII E2 B. The program implementation plan based on these schedules
is represented as follow for the first five years, beginning at the date of

disbursement

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S5

Land Acquisition
and architectural

and urban studies: 60 ha 60 ha 60 ha 60 ha 61 ha
Site development 60 ha
60 ha
60 ha

60 ha
Sales of : Plots Plots Plots
Residential plots 2933 2933 2933
Sales of
Commercial plots 230 230

Housing construction

The first three years are required for capacity build up. Beginning the end
of the third year 60 hectares of developed land will be produced and delivered
to eligible beneficiaries. Construction on the sites will start the fourth
year at a density of about 80 to 90 housing units per hectare as each plot
receives an average of 1,6 to 1,8 housing units.
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2. Grant Program Implementation Plan

The Grant will be implemented during a three year period beginning in the
second half of CY 1989 according to the schedule shown on the table below.

Grant Project Implementation Plan |

Grant project implementation plan and disbursement schedule is summarized as
follows:

($000 U.S5.)
1989 1990 1991 1992 TOTAL
2nd Semester

a/ Project planning and Monitoring 140 50 190

b/ Accounting and Financial
Management 30 20 20 70
¢/ Management information systems 40 20 6C
d/ Strategic planning and Marketing 15 10 10 35
e/ Norms and speciflication 50 75 125
f/ Public/private partnerships 10 40 30 80
g/ Housing Finance ) 90 90
h/ Program Evaluations 10 15 25 50
i/ Program Management Support 30 30 30 10 100
Planned disbursements 5 340 200 35 800

IV. MONITORING AND EVALUATION PLANS

A. Monitoring Plan

The Regional Housing Officer/Housing and Urban Development Division will be
responsible to USAID/Morocco for monitoring the Project. This will include
maintaining the schedule of Project activities, recommending authorizations
for loan disbursements, coordination with the mission contracting officer to
procure USAID Grant funded Technical Assistance, Training and Comnodities and
liaisoning with the ANH1 and other GOM entities.

The ANHI will be responsible for daily project monitoring. On a regular
basis, monthly and quarterly, the Project Unit Chief reviews project
implementation activities with the project manager focusing on project
implementation issues; meeting schedules, expenditures and projections and
reviewing probleins and new opportunities. On a less frequent basis (every 3-4
months) the Director of Technical Operations conducts detailed reviews with
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project managers and regularly undertakes site visits to resolve specific
issues. On a semi-annual basis the Board of Director reviews ongoing ANHI

activities and approves new initiatives.

USAID and ANHI have as a result of the HG 001 Tetouan Upgrading Project
developed direct monitoring and information exchange procedures. The
experience to date has shown that the ANHI is very receptive to USAID
monitoring, feedback on management activities and advises USAID in a timely
manner of upcoming technical and policy issues that impact on project
implementation.

B. Evaluation Plan

USAID and the ANHI will conduct reviews of program activities, examine
progress towards achievement of production objectives and towards
institutional strengthening and meeting specific shelter sector objectives.

The fact that this program will be attempting to improve the operating
efficiency and develop a sustainable shelter production output to meet the
needs of the urban poor while adressing constraints that impact on the sector
merit careful evaluation. Three types of evaluation are planned: seri-annual
progress reports, a mid-term and firal evaluation,

1. Semi annual progress reports

Semi-annual progress reports will be prepared by USAID cocntracted local
consultants (procedure used in HG-002 Program) together with ANHI ataff.
These reports will compare progyram progress with agreed upon program delivery
plans including progress to date on land acquisition, ccntracting of
infrastructure works, sales program and inflows of beneliciary advances. The
report will also monitor the scheduling and implementation of technical
assistance and training being provided with grant resources. The reports will
make recommendations to USAID and ANHI concernimg issues to be resolved,
modifications to be made in program delivery plans and new program
opportunities to be examined. A condition precedent to be included in the
Program Agreement will be the annual updating of the Program Delivery Plan.
This will also provide an additional opportunity to monitor program progress.

2. Mid term evaluation

Approximately 18 months after the first HG loan disbursement a mid-term
evaluation will be scheduled. At that point the ANHI will have had sufficient
time to implement the land development program as herein conceived. The
purpose of this evaluation is to identify institutional bottlenecks and
recommend adjustments in planned program activities. The evaluation will:

i. a@ssess progress towards the achievement of the program goal and
purpose;

ii. determine the number of hectares of land that ANHI has acquired
under the program;

iii. assess adequacy of the pricine policy adapted by the ANHI to
include land replacement values and the effectiveness of the internal

cross-subsidization pricing formula;
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iv. determine the number of serviced plots delivered to eligible
beneficiaries;

V. assess ANHI effort to increase the participatioﬁ of private
developers and small builders in the production of shelter for
eligible beneficiaries;

vi. appraise progress made by the ANHI to provide access to housing
finance facilities for eligible beneficlaries;

3. Final evaluation

A final evaluation will be conducted at the end of the program to assess the
achievement of program objectives. It will determine the ANHI success at
establishing a self sustaining land bankiug and delivery program and evaluate
the institutional development of the ANEI to include the impact of the grant
funded technical assistance and training provided. Using ANHI records the
evaluation will measure how effective the program was in increasing the .
participation of private developers and snall builders in meeting the needs of
the urban poor and will evaluate what changes have been made to re-orienting
the housing finance system towards addressing the needs of urban poor.

4. Funding

Funding of the above evaluationa estimated at $50,000 will be provided by the
grant. The evaluation-~ will rely principally in local professional consultant
services.

5. Audit

USAID intends to procure technical assistance, training and commodities under
the grant through AID direct contracting procedures. As such, no funds are
budgeted for independent audits.

C. Procurement/Contracting Plan

Contracting and procurement procedures of ANHI are described in the
institutional analysis section and detailed in Annex VII.E2 A. These
procedures conform with government regulations as stated in decree NO 2-76-479
dated October 1976. Almost all large scale contracts are let by compe::itive
bic¢. They may be awarded to the lowest bidder or to the most qualified bidder
provided due justification.

ANHI will prepare, let and manage &ll contracts for preliminary studies,
detailed engineering studies and access roads, sewer and water drainage

works. Studies and works contracts for water and electricity will be awarded
to the Regies the ONEP or ONE through direct negotiations. The ONEP,ONE and
the Regies subcontract in turn the works for water and electricity networks to
specialized private firms.

Procurement of technical assistance training and commodities to be financed
under the $08-0200 Grant Program will obtained through the issuance of a

Request for Bids to qualified consulting firms in the U.S. It is anticipated
that with the exception of the evaluations and the Public/Private Partnership



- 30 -

and Housing Finance Studies all services can be obtained from one supplier
using U.S., third country and local resources.

In furtherance of the Agency's Gray Amendment objectives, fhe following
language will be included in the Commerce Business Daily notice, and in the

Instructions to Offerors or Bidders (Section L) of the related solicitation
document when full and open competition procedures are used.

"AID encourages the participation to the maximum extent possible of small
business concerns, small disadvantaged business concerns, and women-owned
smal’ business concerns in this activity as contractors or
sub-contractors in accordance with Part 19 of the Federal Acquisition
Regulation. In this respect, it is anticipated that the prime contractor
will make every reasonable effoit to identify and make maximum
practicable use of such concerns. All other selection evaluation
criteria being found equal, the participation of such concerns may become
a determining factor for selection.”

D. Methods of Implementation and Financing of Grant Activities

Technical assistance and training will be procurred through AID Direct
Contracts ($700,000). Commodities will be procured through Direct Letters of
Commitment ($100,000). All services will be reimbursed through Direct Payment
by AID ($800,000).

V. SUMMARY OF ANALYSES

A. Financial Analysis

1. Financial plan

The total cost of the program estimated at 20,5 $ millions represent the
working capital required in order to build up ANHI's capacity to acquire and
devr:lop 60 hectares of land per year. This cost is financed by the proposed
10 Million dollars HG Loan and by 10,5 million dollars of beneficiary
advances. The loan wili be paid in two tranches; 6 million dollars at the
start of the program and 4 million dollars 24 months later. Beneficiary
advance payments will be collected at a rate of 3,5 Million dollars during the

first year, 6,25 Million dollars during the second year and 0,75 million
during the third year. Beginning the end of the third year HG proceeds and
bereficlary advances are consolidated into beneficiary payments for delivered
residential plots and revenues from sales of plots earmarked for commercial
uge and apartment buildings.



- 31 -

The program will thus be rolled aver indefinately and enough cash will be
generated to cover the costs, service the HG loan and allow a modest growth as

shown in the cash flow table 3iven in annex VII. E1. and sumnarized below:

Summarized Program Cash flow
in DHS 000 and US$ Millions

1

- Year 1 Year 2 Year 3 Year 4 Year S
CASH OUTLAYS DH us$ DH us$ DH Us$ DH us$ DH L
Investments 21.90 2.74 89.82 11.23 100.92 12.61 116.22 14.58 125.70 1%
HG Dek. Service 1.32 0.17 5.30 0.66 8.80 1.10 8.80 1.10 8.80 1
Sub Total 23.22 2.90 95.12 11.89 109.72 13.72 125.02 15.63 134.50 1€
CAGH INFLOWS
Beneficiary advances 27 .54 3.44 50.46 6.31 54,48 6.81 58.80 7.35 . 63.54 7
Sales of resd. plots - - ~ - 20.70 2.58 22.38 2.80 24,12 3
Sales of commerce. plots - - - - - - 43.90 5.48 47.46 S
HG loan disbursement 48.00 6.00 - 32.00 4.00 - - - -
Sub Total 75.54 9.44 50.46 6.31 107.18 13.40 125.08 15.64 135.12 1¢€
CASH SURPLUS OR DEFICIT 52.34 6.54 -44.64 -5.58 -2.48 -0.31 —0.32 -0.04 0.62 0
CUMULATIVE CASH FLOW 52.32 6 .54 7.66 0.96 5.12 0.64 5.18 0.65 5.80 C
CUMULATIVE HG PROCEEDS 48.00 6.00 48.00 6.00 80.00 10.00 80.00 10.00 80.00 10
ACCUMULATED NET
BENEFICIARY ADVANCES 27.54 3.44 78.00 9.75 84.18 10.50 90.82 11.35 98.16 12
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2. Financial equilibrium of the program

The financial equilibrium of the program is attained through the strict
adherence of ANHI to the following essential rules: a) pricing policy based on
full cost recovery of expenses. Such pricing policy should not preclude price
differentiations of plots according to the expected use, the:location within
the site and the size and cross subsidies benefiting beneficiaries of below
median income residential plots. b) prompt collection of beneficiary
advances, 40% of the the plot price at start of works, 30%, 12 months later;
c) building in replacement cost of land rather than acquisition cost. d) the
reduction of the duration of site development from 60 months currently to an
expected 36 months. Experience with the Oued Fez project which is more likely
to resemble projects under the proposed program indicates that ANHI can
successfully observe the above mentioned rules

3. Beneficiary advances

Beneficiary advance payments are a major source of finmancing for the program.
Under the proposed program ANHI reliance on beneficiary advances for
prefinancing its operations will be reduced from 100% to 50%. The timing of
advance collections will also be modified by rescheduling the first advance
collection until the start of works on the site thus increasing the
willingness of beneficiaries to make prompt payments. Reduced reliance of
ANHI on beneficiary advance payments will allow better coordination and

shorter project durations.

Continued reliance on beneficiary advance payments is considered a sound
alternative to prefinancing operations through formal housing finance

credits. With some delays beneficiaries have been able to come up with the
necessary payments. Defaults have bcen less than 10% and defaulting
beneficiaries have been rapidly replaced by other low income beneficiaries on
the beneficiary selection waiting lists.

Under the proposed program ANHI will directly manage advance payment
collections as opposed tc the current situation where this activity is left to
the regional directorates of housing. As a result advance payment collection
is expected to be timely as evidenced in the Oucd Fez development project.

4. Interest rate and loan conditions

All the calculation pertaining to this financial analysis have been made
assuming a foreign exchange rate of 1% = 8 DHS. The interest rate on the HG
loan has been assumed at 11% and the maturity period at 30 years with a grace
period on principal of 10 years. Each 1% increase in the interest rate will
result in a cost escalation of 0.07%. Repcercussion of this cost escalation on
the beneficiaries will eliminate any adverse impact on the cash flow.

5. Pricing and cross subsidies

ANHI will continue its pricing policy based on full cost recovery and allowing
for price differentiations between different land uses and plot locations
within the site aimed at a maximum valorization of land and a cross subsidy
benefiting the poor. 1In the proposed proyram ANHI further agrees to price
gross land at its replacement value rather than at its cost of acquisition.
Such measures will shield ANHI against monetary erosion and will allow it to
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constantly replenish its land reserve. The replacement cost has been assumed
to be at least the acquisition cost inflated at ten percent during the two

vears required for development.

Approximately 20% of the land developed will be earmarked for commercial use
or aparlment buildings and will be sold through competitive bidding at full
market price. This price is estimated on the basis of current transactions at
& conservative 700 DHS per square meter or Lwo times the average cost. With
such prices for commercial plots, low income residential plots could be sold
For as low 265 DHS per square meter or about 75% of the real cost.

Each site includes approximately 5% of land earmarked for community and public
facilities which are usually transferred to local government or public
administrations ree of charge.

It should be stressed that the above figures are average figures. In real
practice both pricing and different land use proportions are site specific,
They are based on a thorough market study and negotiated with the local
authorities. While never allowing prices to fall short of a total cost
recovery, ANHI will continue to fully take advantage of profit potentials
allowed by the market without seriously affecting affordability to low income

groups.

6. Current ANHI financial situation

For all of its past and ongoing projects ANHI successfully applies the
principles of full cost reccvery. It acts as a project manager on behalf of
regional directorates of housing and levies a 6% fee on all project payments
to cover its operating expenses. This 6X fee along with some other minor
revenues resulting from the sale of technical specifications and tender bid
documents, and from investing its excess cash in short term treasury notes (3
month CDS) allows it to cover its expenses and to generdte a small profit (DHS
2,2 million in 1987).

ANHI capital allows it only to act as a project manager on behalf of others
and is commensurate with its fixed assets and working capital requirement for
its internal functioning under the current arrangements. Works in progress
and three month certificates of deposits are strictky covered by advances from
beneficiaries and principals.

With the advent of the current program, works in progress will slightly more
than double. The financing of the works in progress resulting from the
program will however change to approximately 50% from beneficiary advances and
50% from the HG Loan.

With the advent of the proposed program the structure of the income s. tement
will not be subject to any major changes. Increases in revenue will more than
offset by increases in ANHI's personnel and other expenses and therefore the
6X fee level will be maintained. Interest charges resulting from the HG loan
will not be considered as part of ANHI operating expenses. They will be
considered capital expenses charged to the works in progress account and
recovered directly from the beneficiaries.
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7. Financial arrangements

The loan will be made to ANHI as borrower of record. The foreign exchange
proceeds of the loan will go to the central bank, which will credit the local
currency equivalent to ANHI's account. HG loan proceeds will be out of the
GOM budget circuit, thereby avoiding the structural problems'of the HG 002
loan. This procedure was agreed upon with the MOF in the HG 001 Program
Agreement. The Government of Morocco represented by its Ministry of Finance,
will provide a full US Dollars guaranty for the HG loan. The foreign exchange
risk will be borne by the GOM, except to the extent that a new national
exchange risk coverage policy (currently under study) may provide for partial
and capped contribution by all Moroccan foreign currency borrowers to cover
the underlying exchange risks assumed by the GOM.

8. Foreiyn exchange risk coverage

The financial viability of the program and of ANHI can be seriously
handicapped by foreiyn exchange fluctuations, Although foreign exchange
fluctuation can have a positive impact for ANHI (foreign exchange gains in the
case of an upward valuation of the Dirham against the Dollar in Lhe case of
the HG borrowing), the downward risk could compromise the very existence of
ANHI especially for a foreign exchange burrowing ul long duration. It would
not therefore be prudent for ANHI to assume full exchange risk, and hence it
would not be reasorable to put the full foreign exchange burden on ANHI's

beneficiaries.

What would be reasonable however is for ANHI to set aside some reserves
against foreign exchange losses. These reserves could amount to one to two
percentage points of the remaining loan principal balance per year.

A foreign exchange reserve build up equal to 2% per annum on the balance loan
principal will result in a price increase of about 0.13% in the least
favorabie case of a lump sum repayment of the principal at maturity loan.

Discussions to date with the Directorate of Treasory/MOF indicate an intention
to provide full exchange risk coverage at no cost. However, per ANPAC PID
review guidance USARID will include a condition precedent to any HG borrowing
that requires an analysis of the financial impact of any proposed contribution
by ANHI for FX risk coverage before approving that borrowing.

8. Affordability Analysis

1. Urban Median income

The Urban Median income for 1987 has been estimated at 2380 DH per household
per month in HG 001 Program Agreement. Although this income has not been
revised; the calculations pertaining to this affordability analysis took into
account a general irflation rate of B% thus raising this median income to 2554
DH per month in 1988 and 2776 DHS per month in 1989.

Detailed affordability analysis is provided in annex VII. E3 and concluded
that the plots delivered as a result of this program are affordable to target
beneficiaries, This section will outline some important factors which will
further improve affordability.
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2. Cross subsidies

In a typical site developed by ANHI 75% of the net serviced area is earmarked
for residential use, 10% of this area is earmarked for commercial use, 102 for
apartment buildings and 5% for community facilities. The 5% area earmarked
for community facilities 1s transferred to relevant adminisatrations free of
charge and the 20% area earmarked for commercial use and'apartment buildings
18 sold through competitive bidding at full market price estimated currently
at about 700 DHs per the square meter. With an average development cost is
324 DH per square meter , the net benefits accrued from the sales of
commercial and the free transfer of land for compunity facilities will allow
to reduce the cost of residential land for lower income beneficiaries from the
average cost of 324 DHs per square meter to an average sales price of 265 DH
per square meter. These sale prices compare very favorably with current
prices of up to 400 DH per square meter in clandestine settlments.

3. Sales of Alr rights

Moroccan regulations authorize the sales of the right to build a second floor
(air rights). Accordingly ANHI encourages this practice and takes into
account the increased densities resulting from this practice in its marketing -
strategy and in the design of its sites. Beneficiaries usually sell the right
to build a second floor and use the proceeds for financing their shelter. As
a result affordability 1s reasonably enhanced and ANHI could reach a higher
percentage of household in the lower percentiles of the below median income
families.

4, Land use coefficent and plot size

In current ANHI project the land use coefficent varies between 45% to 50%.
Under the proposed program ANHI will commit to raise this land use coefficent
to 55X. The increase of the land use coefficient will result in substantial
cost reduction making the serviced plots more affordable. It will also reduce
the appeal of ANHI sites to high income groups and reduce the risks of
speculations.

The average plot size under the proposed program will be 90 square meters per
plot. Because of the prevailing practice among low income beneficiaries to
sell the rights to build a second floor, and from the point of view of air
circulation and 1light, plots smaller than 90 square meters are not readily
marketable nor desirable. Density increases will be achieved by reducing the
number of large vilia plots on the development site, reducing road widths and

the amount of public space and by increasing the percentage of land assigned
to apartment building use.

S. Cost reduction

Cost reduction is an important component of the proposed program. Grant funds
have been earmarked to support the undertaking of studies aimed at modifying
the norms and specifications pertaining to land development to the purchasing
power of low income household. ANHI will commit to undertake such studies and
to persuade relevant decision makers of the importance of adapting norms and
specifications to the needs and purchasing power of low income beneficiaries.



C. Social soundness

1. The Informal Housing Phenomenon

In the last 15 years Morocco has experienced rapid urbanization, with almost
43% (8.4 million persons) of the total population now living in urban areas.
The delivery of authorized shelter has lagged far behind, resulting in the
continued existence of areas called bidonvilles and the more recent and rapid
development of informal housing settlements reffered to as “Zones d'Habitat
Clandestin'. Clandestin housing in Morocco is different from bidonville in
that the later consists of dense, unserviced neighborhoods of low quality,
rudimentary shelter, while the former are made of more conventioral building
materials and of higher quality spatial standards, Annex VII.E2 A,

Both types of housing serve the needs of low income groups, with clandestine
housing residents having devoted more of their financial resources to housing

than bidonville residents.

The 1983 World Bank Morocco Inforinal Sector Housing Study identified five
basic elements that typify most clandesline neighbuorhoods:

Absence of formal authorizations for land development and individual
housing construction;

Inadequate provision of physical and social infrastructure;

Prevailence of owner built construction with housing development
occurring in phases;

Lack of registered title to the land, which nevertheless generally
belongs to homeowners (through sales using traditional contracts);

Median household income 40% lower than the urban median.

The main reason for the development of informal housing has been the size and
speed of urbanization in Morocco. The specific form it has taken results from
an inadequate supply of serviced land interacting with a dynamic response by
land speculators and the informal sector to meet the demand for low—income

housing.

The proposed program is specifically designed to support GOM effort to
increase the amount of serviced land offered to lower income families in a
context of clear title and case of access to public services, be they water
sewer, electricity or education and health facilities.
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2. Economic situation of ANHI low income beneficiaries

Beneficiaries of residential land plots under the proposed program are very
likely to resemble those of the current Oued Fez development. The following
table summarizes the socio economic profile of these beneficiaries:

Qued fez : Profile of beneflficiaries

Head of Household MEN WOMEN BOTH
Percentage 86.9 13.1 100
Average Age Years A4 40
Occupation
Civil Service 50.5 52.4 50.7
Teachers 19.7 21.4 19.9
Commerce 2.1 0.0 1.8
Artisan 9.2 13.6 9.8
Laborer 0.3 0.0 0.2
Workover seas 8.8 0.0 7.7
Other occupations 8.3 4.9 7.9
Retired 1.0 0.0 0.8
Unemployed 0.1 7.8 1.1
TOTAL 100 100 100
Average Income 1985 2000 1692 1975
(dirham) 1988 2332 1974 2302
Median Urban 1985 1480 1300 1555
Income 1988 1726 1516 1814

(dirham)
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The distribution of monthly income of these beneficiaries is given in the
table below; it sugyests that nearly 70% of the population served by the Oued
Fez project, the project most likely to resemble future ANHI production, can
be considered as eligible for HG Program support. This proportion of Target
population for HG program support is acceptable, given ANHI desire to develop
mixed income neighborhoods that HG funds finance only SOX of the total cost of

the program.

Oued Fez — DISTRIBUTION OF MONTHLY BENEFICIARY INCOME

Decile Percent Income Strata Average Avg, Size (M2)

(Cumulat.) (dirham) Income Plot acquired
1 10 490 to 1030 820 113
2 20 1030 to 1200 1117 123
3 30 1200 to 1420 1323 126
4 40 1420 to 1550 1492 ~132
5 50 1550 to 1800 1680 137
6 60 1800 to 2330 2077 128
7 70 2330 to 2680 2535 149
8 80 2680 to 2950 2870 185
9 90 2950 to 4420 3505 214
10 100 4420 to 9000 5479 279

3. Social Benefits

Employment: The infrastructure works and house construction activities will
provide new employment opportunities for resident laborers. The development
of commercial zones and community facilities in site will directly and
indirectly contribute to employment generation after the site is completed.

Health: For low income population, the main alternative to settlement in ANHI
development is to settle in a "bidonville" or in a clandestine settlement.
Both these settlements are succeptible to water and air borne disease
pollution as a result of their poor nonexistent sewer and rain water drainage,
of the proximity to industrial zones or monexistent limited access to public

health centers.

Women in Development: Review of the procedures for beneficiary selection in
plot allocation in ANHI programs has been found to provide adequate access for
women head of households. ANHI beneficiary profile requirements allow women
head of househclds to participate in their land sales programs. In the Oued
Fez Project 13% of the program beneficiaries were women. ANHI beneficiary
record keeping permits access to gender disagregation. USAID will, as part of
the annual evaluation of the program delivery plan, request gender
disagregation data be provided by ANHI to monitor the participation of women
beneficiaries in the HG-003 program.

D. Economic Analysis

1. Overview and Summary




- 9 -

The proposed program to be financed through the HG loan represents an
attractive economic opportunity. While the empirical evidence pertaining to
Morocco itself is scant, what we know about housing inveslments in developing
countries in general and the Moroccan situation in particular suggests that
the proposed projects will yield significant net economic benefits in several

major areas:

(1) employment and income effects are likely to be important, both overall
and in Lheir spatial impacts,

(2) as proposed program financing arrangemenls are not only consistent with,
but conlribute directly to the linancial sector and other economic policy

reforins now underway,

(3) the proyram will contribute to resource mobilization by encouraging
inveslments in the ares where ANHI sites will be located,

(4) the HG loan represents an important source of foreign exchange during a
period of acute need.

2. Ewployment and income effects.

With respect to employment and income, economic analysis traditionally
distinguishes between the short-term impacts of the construction itself and
the long-term impact of improved shelter. Much of the attention has focused
on the immediate consequences of the investment, rather than on economic
benefits flowing from higher—quality housing services.

With respect to construction, the available evidence for developing countries
suggest a number of conclusions. Most importantly, housing construction
appears to create more jobs per dollar invested than, say, manufacturing.
Moreover, a higher percentage of the jobs created is for unskilled labor.
Construction has often provided the entry-level jobs for migrants from the
countryside to the cities.

Housing investment also appears to have an income multiplier that is typically
above the average for all types of invesiment. Ewpirical estimates of the
multiplier for a number of developing countries place its value at roughly
two. Both the high labor intensity of construction and its low import (in the
case of Morocco) content contribute to the size of the multiplier.

These general conclusions are likely to hold for Morocco. The country's
construction industry has been in decline since the late 1970's. In fact,
stimulation of this industry has been declared one of the major objectives of
economic policy for Morocco. The current slump is likely to have generated
some excess c2paCity - which should allow for the exploitation of the
employment and income generating potential without leading to any inflationary
pressures.

The design of the program should also encourage private sector development,
particularly among small and medium—size enterprises, These enterprises tend
to be involved 1n disproportionate numbers in any construction activity,
particularly low-income housing construction and upgrading in secondary cities.
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Long-term employment and income effects from improved shelter in low income
shelter projects are more difficultl to assess. In the case of the proposed
program, sanitary improvements for both beneficiaries of plots and residents
currently affected by improper disposal of sewage are likely to contribute to

better health,

!
With respect to long-term employment and income effects, the major element is
likely to be commercial development that forms an integral part of the program

design.

3. Financial sector reform and related issues.

The project design incorporates several principals that relate both to the
financial sector reform currently underway and to other aspects of economic
policy reform. The application of these principals can contribute
significantly to the progress of these reforms. Several areas can be

identified.

(a) The financial arrangements for the proposed program emphasizes the
principal of pricing capital as close as possible to its "true" economic

cost. The acceptance of this principle constitutes a departure from past
practice of providing subsidies through lower pricing with little regard for
the impacts of such hidden subsidies on the efficiency of resource
allocation. The program clearly pertains only to a very small seqment of the
financial sector; even so, the signal value can be significant. Moreover, the
program will contribule langibly to the development of institutional
infrastructure and standard mechanisms of cost recovery that can be applied to

other activities.

(b) The project design also emphasizes the importance of adequate cost
recovery mechanisms and continuing financial viability. Such an emphasis has
been sadly lacking in pullic investment planning and public service provision
in Morocco - mostly with reference to widespread poverty and the prohibitive
costs of recovering costs. By building cost recovery mechanisms into the
design, the program will demonstrate the importance as well as ihe feasibility
of such mechanisms. Although, the precise economic value ot such a
demonstration is difficult or even impossible to assess, it should not be
neglected in the appraisal of the program.

4., Resources mobilization.

The program incorporates the principal of beneficiary involvement in
construction and financing. This factor will contribute to the mobilization
of savings by the beneficiaries in project areas. Its impact will be enhanced
by the clarification of legal claims and titles that form an integral part of
the program. B8y providing clear title and reducing risks, the program will
encourage additional investments by beneficiaries.

Preliminary estimate of the magnitude of beneficiary investments suggest a
"multiplier" effect in the order of &; for every dirham of ANHI investment,
beneficiaries will invest 4 dirham in final constructed units.
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This mobilization of resources represents an important contribution to GOM
structural adjusiment :fforts. ODomestic resource mobilization figures high on
the list of policy priorities agreed upon by the GOM and the World Bank.

5. Foreign exchange benefits.

The HG loan for the proposed program represents an important source of foreign
exchange for the Government of Morocco, at least on the margin, during a
period of stabilization and structural adjustment. As foreseen in the current
design, much of this loan will be drawn down during a difficult period
characterized by debt rescheduling and extreme shortages of foreign exchange.
As suggested in the debt risk analysis, repayment of this loan will commence
after Morocco has weathered the current period of financial austerity and will
have improved its debt service capacity significantly.

E. Debt Risk Analysis

The Moroccan structural adjustment of 1983-1988 has been decidedly successful
in re-establishing a correctly valued dirham, promoting non-traditional
expcrts and impruving thereby both the trade and current account balances.
while the large external debt and debt-service remain problems for economic
management, the direction of economic edjustment is well established and
continued improvement is expected without additional major policy reforms.
There is no macro-economic reason which would militate against making the HG

loan proposed in this paper.

Over the period 1984 to 1987 Morocco improved its trade balance, increased
tourism earnings, and benefited from an increase in worker remittances, thus
bringing its current account into near balance from a deficit of 11% of GDP in
1984. This excellent recorery is due in large measure to the economic oolicy
reforms adopted under the IMF Stand-By arrangements and World Bank adjustment
loans of this period. The reforms include devaluation of the Moroccan dirham
and maintenance of a flexible exchange rate system (the rate is set daily by
the central bank), price derequlation, fiscal reforms and budget austerity
gradually reducing the overall Treasury deficit, export promotion and trade
simplification, and reduction of protectionism and gradual elimination of
import licensing. While further debt rescheduling of modest proportions is
still required in 1988 and 1989, continued strong economic performance is
expected on the basis of existing macroeconomic policies. No major policy
realignments are indispensable to the continuation of the successful economic
adjustment and liberalization. Thus we are confident that Morocco can engage
in an appropria“2 level of external borrowing (including this HG loan) and,
provided the poiicy reforms are not reversed and budget discipline is
maintained, expect a strong economic recovery through the 1990's.

Morocco's debt service ratio exceeded 70% before rescheduling in 1986,
however, strict debt management and adherence to IMF Stand-by arrangements
have resulted in rapid growth of non-traditional exports and a reduction of
the debt service ratio to 50% before rescheduling in 1988, The current IMF
Stand-by arrangement projects progressive reductions in the debt service ratio
to 30% by 1993. Debt management remains one of the key macroeconomic issues
facing the country. Estimated total debt outstanding is $19.3 billion or 93%
of GDP in 1988. Morocco's foreign debt is .0ong the twenty largest LDC debts
in the world. ODebt management will continue to be a priority for Morocco.
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The IMF projects that the growlth of Morocco's external debt will slow
considerably over the next few years, declining to 204% of exports of goods,
non-factor services and private transfers in 1993 as compared to 275% in 1988.

IMF projections include gradually increasing external reserves to 3-4 months
of import coverage to protect against an unexpected external shock. Morocco's
balance of payments pousition is expected to remain manayeable and to
strengthen over the medium term. The government is committed to maintaining
external account equilibrium in order to resume payment of its external debts
on schedule. Neither the World Bank nor the IMF foresee the need for Morocco

to reschedule its debt after 1991.

While Morocco's external debt is still heavily discounted in the secondary
market, the economic policy environment is now sound and continued progress is
expected. The additional HG borrowing of $10 million will add less than 1/2
of one-tenth of a percent to Morocco's current debt service. In addition, the
HG loan maturity falls outside the loan limitations accepted by Morccco in the
IMF Stand-By arrangement. The 1989 borrowing limit of 700 million SDRS (about
910 million dollars) in 1-12 year maturities thus does not apply to the KG
20—-year loan. Morocco may engage in as much concessional borrowinyg and
non-concessional borrowing at maturities greater than 12 years as it judges

appropriate.

Given the soundness of current economic policies, the solid prospects for
continued strong economic performance, the absence of restrictions on
longer-term borrowing, and the appropriateness of investment in low—income
housing, the HG loan is appropriate to make in Morocco's current economic
situation. The level of country risk is moderate and should not therefore
preclude the authorization of the HG loan.

F) Institutional Analysis

1) Overview

The institutional analysis in detailed in annex VII. EA. This Analysis
concludes that ANHI is an appropriate agent for implementing the proposed
program. This analysis also concludes that ANHI has been chartered to serve
the shelter needs of low income beneficiaries and that cvidence gathered to
date indicates strict adherence to this objective. The paragraphs below
summarize the main findings of the Institutional Analysis.

2) Historical background

ANHI was chartered in 1984 as a private corporation (Societe Anonym) owned by
the state. As stated in its charter "The State assigns ANHI the task of
eliminating sub—standard housing. This task covers but is not limited to:

~ The purchase and servicing of land located outside or inside
slum neighborhoods.

~ The elaboration of studies concerning the servicing of slum
neighborhoods and the construction of relocation housing and
community facilities,
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- The marketing of serviced land plots, housing units and
eventually any other residential or commercial buildings it may

“have built.

- The recovery of advance payments and other expenses from the
beneficiaries of its programs.

ANHI's charter gives it a full range of operational authority, including the
authority to contract loans from external sources subject to prior approval of
the Ministry of Finance.

In most of its current projects, ANHI acts as project manage- on behalf of the
Ministry of Housing, regional authorities and local governments, which are
responsible for implementing Government policy at the regional level. Because
of GOM priority to eradicate substandard housing a sizeable proportion of
ANHI's production is earmarked for low income families relocated from slums

and shanty Towns; "Bidonvilles".

In order to preclude further proliferation of substandard ncighborhoods ANHI
hould produce an increased proportion of serviced land plots o meet the neods
of low income families other than those relocated from existing

"bidonvilles". This can only be done through land developpement programs in
which ANHI will acts directly as principle rather than as a project manager on
behalf of the regional directorates of housing.

3) Operational Characteristics

Since its creation ANHI has acted as a catalyst of private sector
participation in low income shelter provision rather than at a direct land
developer.Most of the activities involved in the design and construction of
the sites are sulcontracted to private developers either directly or through
the "Regies"; ANHI limits its role to activities where it has clear
comparative advantage such as project identification, land assembly,
financing, pricing and marketing. 90% of land development costs represent
payments for land acquisition and for contracts awarded to private firms for

design and public works.

Although wholly owned by the state ANHI has the necessary autonomy, authority
and fl.xibility to allow it to manage its operations in a fashion very similar
to that of a private enterprise. ANHI's comparative advantages in assembling
land and obtaining clear title, its baryaining power with other public
institutions, particularly those in charge of the various authorizations,
approvals and norms and standards, its recognizes high performance and its
adherence to its chartered objective of serving the shelter needs of low
income families make it an appropriate agent for implementing the proposed
program.

4) Ability to handle additional production.

Most of the additional production resulting from the proposed program will be
borne by private engineering and construction firms and the administrations in
charge of the various authorizations and approvals and land titling. Morcccan
engineering and construction firms currently have enough slack capacity to
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meet additional production. Approvals and authorization are decentralized at
the regional level as well as land titling and the additional work load
resulting from the program will be shared among the various regions where the
sites will be located. In house additional capacity for monitoring and
coordination will be required and will be met through additional recruitment
of project managers and support stalf as appropriate.

Under the proposed program ANHI will act as principal rather than as project
manager on behalf of other administrations. Accordingly it will have to
develop new in-house capabilities particularly 1in the fields of cost
accounting, financial management and planning, project planning and
monetoring. Grant funds have been earmarked to support ANHI in the
development of these capabilities.

ANHI will also have to strengthen its advance payments collection and
management capabilities . A condition precedent has been incorporated that
requires that ANHI be authorized to open bank accounts in primary banks
particularly those active in housing finances. This condition also requires
that ANHI negotiate arrangements with these banks for payment collections and
cash handling with appropriate accounting and control procedures.

In the current situation all payments to ANHI and all disbursements transit
through a checking account opened at the public treasury. This account
functions exactly like a banking account and is outside the budget circuit.
However it is expected that managing the HG loan local currency proceeds
through primary banks involved in housing finance would result in more
flexibility and will provide opportunitise for access of target beneficiaries
to the housing finance system.

5) Beneficiary selection and other procedures;

Under the proposed program ANHI will continue to use the current beneficiary
selection procedures detailed in Annex VII.E2.B. Such procedures involve
local authorities in the process and insure adequate delivery of residential
plots to target beneliciaries. The involvement of the local authorities in
the beneficiary selection procedures will enhance the acceptance of ANHI
developments by these authorities, ease the neyotiation of norms and standards
and facilitate prompt delivery of the various authorizations and approvals.

The procedures for land acquisition, land titling, formal reception,
contracting and revised orders are clear, well established and mastered by
both ANHI's staff, contractors, and regional authorities. The delays for all
the approvals are reasonable particularly when the site design strictly
complies with the prevailing urban codes and regulations and where such
regulations exist. Areas not covered by an urban plan or where ANHI lowers
the norms for road design or other aspects require somewhat longer approval
periods. The procedures for land titling are simple and delays are reasonable
except in case where the land track is not originally titled. In such case
six to twelve months are required for the various legal inquiries and title
delivery preparation steps.
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G. Technical Analysis

1. Site Selection

As a general practice, ANHI selects land at the perimeter of urban areas
which is either undisturbed or agricultural land. In the past much of the
land has been under municipal, state, or other public ownership.

Prior to land acquisition, ANHI conducts preliminary topographic,
architectural and urban planning studies to verify suitability of the land and
to define the major project elements. These preliminary pruject designs are
made in accordance with the Urban Plan and Land-Use Plan processes. Under the
Master Plans, which have been elaborated for most major cities and towns in
Morocco, peripheral areas for future residential development are delineated.
Industrial 2ones are grouped and separated away from residential zones. Areas
with physical constraints (excessive slope, susceptibility to seasonal
flooding) are not authorized for residential development. These planning
instruments are implemented by the Ministry of Housing in direct collaboration
with Municipalities, which adopt them once they are enacted into law.

The master plans require proper consideration of access to green spaces,
provision of scrvices such as schools, clinics, mosques, proximity Lo water
mains, transport routes, etc. If such services are not located near a new
development, then ANHI, Lhe Municipalities, the local regie and the local
offices of relevant ministries will jointly program their implementation.

2, Site Desiyn

Detailed site planning and design is conducted by licensed architects,
under contract to ANHI. The ar<hitects, under the guidance of ANHI project
managers will determine site laycut, number and size of lots, roads (primary,
secondary, pedestrian access), parking, qreen spaces and zones for public
sei'vices. Typically designers allocatae 25 -35% for access roads, about 5-10%
for green space, and 5-10% for service infrastructure (schools, clinics
mosques, etc.) leaving 45-50% as built-up land. Lot shapes and sizes, and
grouping of lots into blocks follow concerns of market demand, infrastructure
requirements, land use goals, and cost constraints. A mix of lots for
different income level yroups, and for commercial establishments is made.
Commercial activities are limited to shops (food and other essentials),
offices, and service operations. No manufacturing or light industrial
activities are allowed in ANHI projects.

The site plans must follow municipal requlations regarding lot frontage,
road width, sidewalk widths, distance betwecen secondary roads, etc...
However, ANHI has had the ability to necgotiate many of these factors with the
Municipalities. This has led to relaxation of some norms to achieve desired
cost reductions. Given the social objective associated with ANHI's mission
the Municipalities are more flexible with ANHI designs than with those of a
private developer.
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1. Norms and Standards

a. Overview

Roads designs are based on two types - vehicular and pedestrian,
Vehicular streets vary from 20m for the largest sile access roads, down to a
minimum of 8m for secondary access roads. Sidewalks of 1.5 - 2m width are
included. Vehicular roads have one or {wo layers of asphalt over compacted
crushed stone. Pedestrian access paths are generally close to 6m in width,
with a single asphalt or concrete layer.

Storm drainage systems, sewer systems are designed under standards
outlined by Ministry of Interior. Storm drain standerds are based on a 10
year storm, and on-site run-off coefficients. Sewers norms are based on
uniform direct household connections and on the use of high quality materials
for long life., Sometimes sewer and storm drains are combined, sometimes
separate depending on flows, allowable slopes, cover requirements, costs, etc.

ANHI is compelled to work with local public utilities compagnies (Regies)
to procure installation of water supply and electricity systems. In most
major urban areas water supply and electricity networks are designed,
constructed, and maintained by these utilities (known as "Regies"). 1In
smaller urban areas, the national water and electric utilities ONEP and ONE
take over this function. These institutions have a complete legal monopoly on

these operations.

The Regies assume responsibility for designing and implementing this
infrastructure. The systems are designed "in-house" in keeping with national
norms followed by all utilities. Thus the water and electricity supply in
ANHI projects conforms completely to national standards. For water supply
service level consists of a metered house connection. Network designs are
based on daily consumption of about 150/1/day, an ample supply of clean
potable water. Electricity supply is based also on direct metered service,
with residential service reaching about 0.5 kw per household, sufficient for
basic lighting and small appliances.

Off-site infrastructure is designed to link the development to the
existing urban water supply, sewer drainage and electricity networks. If a
trunk main must be extended, then its cousts are built into the project. As
will be discussed below, ANHI does not design for sewage treatment, as this is
the responsibility of the Municipalities under the overall Scwerage Master
Plans.

House plans are developed, with architectural harmony between different
plot types and sizes, and uses (residential and residential/commercial). The
house plans conrorm to local building codes which stipulate structural
aspects, minimum room sizes, etc. The plans are formally approved by the
Municipal office in charge of administering building codes. ANHI usually
provides whole series of house plans are developed to suit different plot
shapes and sizes. Plans are developed for both single and dual family
dwellings, and units with a commercial gyround floor and a residential second
floor. these design are provided to beneficiaries free of charge.
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b. Comments

Norms and standards adopted for site design are a determining factor
of the final cost of the serviced lots produced. If norins and standards are
reduced considerable savings can be made reducing the costs of serviced plots
for target beneficiaries. However, standards cannot be reduced to the point
where the quality of neighborhood declines and the marketability of plots

suffers.

As a first step to adapting the Norms to the purchasing power of our
target beneficiaries ANHI will commit to increase the Land-Use Factor. From
the current 45 to 50% to about 55% reducing the development costs by 10 to 20%

percent.

ANHI will further commit to undertake the necessary studies for
further adaptation of the Norms and Standards to the needs and the
affordability of the program target beneficiaries. Grant funds have been
earmarked to support such activity. In the meanwhile ANHI will continue to
negotiate norms and standards reduction on a site by site basis particularly
concerning pedestirian roads, vchicular roads and sidewalks.

4. ANHI costs and cost reductions potentials

ANHI's costs have been summariczed in section III and are detailed in
Annexes VI1 £2A and VII E28. Possibilities for cost reduction exist through
the revision of normy and standards as discussed above but also through
negotiation of prices with the regies and the national offices for water and
electricity. The Regies are joint Stock regional companies owned by the local
governments. These companies have the monopoly of water and electricity
distribution in urban arcas. The national offices for drinkable water and for
eiectricity ONEP and ONE have the monopoly for water and electricity
production in all the Kingdom and water and electricity distribution in rural
communes not served by the Regies. Because of these monopolies all studies
and works pertaining to water and electricity are subcontracted by ANHI to the
regies or the ONEP and ONE, who generally conduct the studies in house and
subcontract the works to specialized private firms.

Such procedure is very common in North Africa and results in higher costs and
difficult coordination of works on site. Under the proposed program ANHI is
expected to negotiate with the Regies the ONEP and the ONE the possibility of
subcontracting directly the works and design pertaining ‘o water and
electricity to specialized private firms. All plans would be approved by the
regies, and construction monitored by them for a fee. The ONEP and the ONE
have on occassion authorized ANHI to subcontract water and electricity works
directly to private firms and this has resulted in an improved coordination of
on site work and lower costs.

5. ANHI expected production cycle

For the purposes of planning ANHI direct operations, a deotailed study of
the project implementation process was made (see Annex VII E28). the goal was
an optimal implementation plan for a typical operation of 20 ha, and for an
operation of 100 ha split into 5 phases of 20 ha each. The Full details are
given in VI. E.2.B. Detailed Technical Background Data. Four ANHI projects
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which have been recently completed or are nearing completion were studied in
detail, and data adapted to take into account reduced reliance on beneficiary
advances direct implementation of projects by ANHI and the resulting improved
planning control and coordination.

For a typical 20 ha operation, site development duration is expected to
be reduced from current 5 years to approximately 3 years. The initial phase
of land acquisition, initial studies and Municipal approval will last
approximately one year, and the completion of all works and the delivery of
Plots another two years. For a 100 ha operation the initial phase of land
acquisition and technical studies will last about 15 months, and the works and

lot delivery about 4 years.

Further reductions in site development durations could be achieved 1if
ANHI is authorized to contract the design and construction of the water and
electricity networks directly to specialized private firms as discussed in the
section above.

H. Enviroomental Analysis:

An initial Environmental Examination resulted in a negative determination
which has been approved by AID/Washington (State 406598) (see Annex VII ES).

VI CONDITIONS AND COVENANTS

The following are conditions which are intended at this time to be included in
the Program Agreement(s). These conditions may be modified during the course
of the negotiations.

a) Conditions precedent to first HG Loan borrowing:

1) A copy of the statement of terms and condition of the relevant
agreement between ANHI and the MOP insuring the timely disbursement
and use of HG Loan Funds. The interest rate, the grace perioa, the
maturity period, the local currency debt servicing arrangement and the
coverage of the foreign exchange risk should be integral parts of this
statement.

2) Evidence that the first 60 hectares of land earmarked for the
progran have been identified by ANHI and that legal procedures have
begun for their acquisition.

3) Submission of a program delivery plan for the first three years of
the program. This program delivery plan is to be up dated revised and
resubmitted annually.

4) Board of direction resolution authorizing ANHI to take into
account replacement cost of land rather than acquisition cost in
determining sales prices

b) Conditions precedent to the final HG Loan Borrowing:

5) Authorization by the Ministry of Pinance and the Board of
Directors allowing ANHI to deposit local currency proceeds of the HG
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loan and beneficiary payments and advance payments collected from the program
into banking accounts in any primary bank active in housing finance.

6) Negotiation by ANHI of a payments collection program with primary
banks active in housing finance with indication of accounting and
control procedures. o

c) Condition precedent to first disbursement under the'grant:

7) The signing the HG-003 Program Agreement.

Covenants

1) Assurance by the ANHI of its intention to increase the density of
land use in its programs consistent with the technical recommendat:!ons
herein described (50 to 55% »f salable land per hectare of undeveloped

land).

2) Assurance that the GOM will examine current Regie norms and
standards and pricing policies for servicing land.

3) Written assurance that the ANHI agrees to provide potential
eligible project beneficiaries with the necessary documentation and
assistance in order to take necessary steps in order to make its
programs eligible for shelter construction financing from the CIH and

the BCP.

4) Written assurance that the ANHI agrees to expand the participation
of private developers and small builders in ANHI land development
programs for the production of low income shelter programs through the
wholesaling of tracts of land for further servicing and or housing
construction and through partnerships for affordable core housing and
finished housing construction.

5) The ANHI will continue to respond to its chartered objectives,
including medina and bidonville upgrading, while pursuing preventative
action programs (1.e., land servicing).
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ANNEX VII. C

THE HOUSING GUARANTY PROGRAM
STATUTORY CHECKLIST

NAME OF COUNTRY
PROJECT NO.608 -HG- - 003

LN} 'o

-

ANSWER YES OR NO PUT |
PP PAGE REFERENCES
AND/OR EXPLANATIONS

WHERE APPROPRIATE

General Criteria Under HG Statutory Authority.

Section 221(a)

Ul the proposed project further one or more of

the following policy goals?

(1) is intended to incresse the availability of YES. Mobilization of Benefici
- domestic findncing by demonstrating to resources for land acquisition
local entrepreneurs and institutions that and shelter construction
providing low-cost housing is financially (pp. 8, 10, 12)
viable; '

(2) is intended to assist in marshalling resources
for low-cost housing; YES. (pp. 8, 10,. 35)

(3)  supports a pilot project for low-cost shelter.
or is intended to have a maximum demon-
stration impact on local institutions and ,
national; and/or; YES. (pp.:10)

(4) is intended to have a long run goal to
develop domestic construction capabilities
and stimulate local credit institutions to
make available domestic capital and other
management and technological resources re-
quired for low-cost sheiter programs and

policies? YES. (pp. 8, 10, 12)

Section 222(a)
Il the issuance of this guaranty cause the total
face amount of guaranties issued and outstanding
at this time to be in excess of $1,555,000,000° NO.

Will the guaranty be issued prior to September 50,
199 YES. ($6 wmillion during FY 8¢

Section 222(b)
Will the proposed guaranty result in activities
which emphasize:

() projects providing improved home sites to
poor families on which to build shelter and
related services; or YES. (pp. 8, 9)




-2-

(2) projects comprised of expandable core
shelter units on serviced sites; or

(3) slum upgrading projects designed to con-
serve and improve existing shelter; or

(4) shelter projects for low-income people
designed for - demonstration or institution
builcing; or h '

(5) community facilities and services in support
of projects authorized under this section to
improve the shelter occupied by the poor?

Section 222(c)

If the project requires the use or conservation of
energy, was consideration given to the use of
solar energy technologies, where economically or
technically feasible?

Section 223(a)
Will the A.LD. guaranty fee be in an amount
authorized by A.LD. in accordance with its
delegated powers?

Section 223()

Is the maximum rate of interest allowable to the
eligible U.S. Investor as prescribed by the Admin-
istrator not more than one percent (1%) above the
current rate of interest applicable to housing
mortgages insured by the Department of Housing
and Urban Development?

Section 223(h)

will the Guaranty Agreement provide that no
payment may be made uncer any guaranty issued
for any loss erising out of fraud or misrepre~
sentation for which the party seeking payment is
responsible? :

Section 223(j)

(). Will the proposed Housing Guaranty be coor-
dinated with and complementary to other
development assistance in the host country ?

(2)  Will the proposed Housing Guaranty demon-
strate the feasibility of particular kinds of
housing and other institutional arrange-
ments?

NO. Beneficiaries have this
option after purchase of a
“serviced site

NO._

YES. (pp. 10)
YES. Water, electricity, i
sanitation, sevvage and maint

nance, land for community
facilities. (pp. 14).

N/A.

YES.

YES.

YES.

YES. 608-0202

YES.

4\



(3)

(4)

(s)

. _3_

Is the project designed and planned by A.LD.
so that at least 90 percent of the face value
of the proposed guaranty will be for housing
suitable for families below the median
income, or below the median urban income

for -housing in urban- areas, im the host

country?

Will the issuance of this guaranty cause the
face value of guaranties issued with respect
to the host country to exceed $25 million in
any fiscal year?

Will the issuance of this guaranty cause the
average face value of all housing guaranties
issued in this fiscal year to exceed $15
million? '

Section 238(c)

Will the guaranty agreement provide that it will
cover only lencxrs who are "eligible investors"
within the meaning of this section of the statute
at the time the guaranty is issued?

Criteria Under General Foreign Assistance Act
Authority.

Section 620/620A

L

Does the host country meet the general
criteria for country eligibility under the
Foreign Assistance Act as set forth in the
country eligibility checklist prepared at the
beginning of each year?

Is there any reason to believe that eircum-
starices have changed in the host country so
that it would now be ineligible under the
country statutory checklist?

NO.

NO.

YES.

NO.




ANNEX VII C(b)

5C(2) PROJECT CHECKLIST

Listed below are statutory criteria
applicable to projects. This section is
divided into two parts. Part A. includes
criteria applicable to all projects. Part B.
applies to projects funded from specific
sources only: B(1) applies to all projects
funded with Development Assistance; B(2)
applies to projects funded with Development
Assistance loans, and B.3. applies to
projects funded from ESF.

CROSS REFERENCES: IS COUNTRY CHECKLIST
UP TO DATE? HAS
STANDARD ITZM
CHECKLIST BEEN
REVIEWED FOR THIS
PROJECT?

A. GENERAL CRITERIA FOR PROJECT

1. FY 1989 Appropriations Act Sec. 523; Congress will be notified
FAA Sec. 634A. in December 1988. The Prejes

Agreement will not be signec

If money is sought topobligated for until the waiting period ha:

ap activity not previously justified expired.

to Congress, or for an amount in

excess of amount previously

Justified to Congress, has Congress

been properly notified?

2. FAA Sec. 611(a)(1). Prior to
obligation in excess of $500,000,
will there be (a) engineering,
financial or other plans necessay
to carry out the assistance and (V)
a reasonably firam estimate of the
cost to the U.S. of the assistance?

Yes

3. PAA Sec. 611(a)(2). If legislative
action is required within recipient
country, what is the basis for a
reasonable expectation that such
action will be completed in tise to
perait orderly accomplishment of the No legistative action is
purpose of the assistaince? required.

(\



7.

FAA Sec. 611(b); FY 1989

Appropriations Act Sec. 501, If
prnoject {s for water or
vater-related land resource
construction, have benefits and
costs been computed to the extent
practicable. In accordance with the
principles, standards, and
procedures established pursuant to
the Water Resources Planning Act (42
U.S.C. 1962, et seq.)? (Sec A.I.D.
Handbook 3 for guiaelinea.)

FAA Sec. 611(e). If project 1s
capital assistance (e.g.,
construction), and total U.S.
assistance for it will exceed $1
million, has Mission Director
certified and Regional Assistant
Administrator taken into
consideration the country's
capability to maintain and utilize
the project effectively?

FAA Sec. 209. 1Is project
susceptible to execution as part of

regional or multilateral project?
If s0, why 1s project not so

executed? Information and

conclusion whether assistance will
encourage regional developaent

programs.

FAA Sec. 601(a). Information and
conclusions on whether projects will
encourage efforts of the country to:
(a) increase the flow of
international trade; (b) foster
private initiative and competition;
and (c) encourage development and
use of cooperatives, credit unions,
and savings and loan associations;

(d) discourage monopolistic
practices; (e) improve technical

efficiency of industry, agriculture
and commerce; and (f) strengthen
free labor unions.

N/A

N/A

NO

The Project will promote
role of the private sect
in production of low
income shelter.



9.

10.

11.

12,

FAA Sec. 601(b). Information and
conclusions on how project will
encourage U.S. private trade and
investment abroad and encourage
private U.S. participation in
foreign assistance programs
(including use of private trace
channels and the services of U.S.
private enterprise).

FAA Sec. 612(b), 636(h). Describe
steps taken to assure that, to the
maximua extent possible, the country
is contributing local currencies to
meet the cost of contractual and
other services, and foreign
currencies owned by the U.S. are
utilized in lieu of dollars.

FAA Sec. 612(d). Does the U.S. own
excess foreign currency of the
country and, if so, what
arrangenents have been made for its
releage?

FY 1989 Appropriations Act Sec.
521. If assistance is for the
Production of any commodity for
export, is the commodity likely to
be in surplus on world markets at
the time the resulting productive
capacity becomes operative, and is
such assistance likely to cause
substanzial injury to U.S. producers
of the same, similar or competing
comtodity?

FY 1989 Appropriations Act Sec.

549. Will the assistance Zexcept
Tor programs in Caribbean Basin
Inicistive countries under U.S.
Tariff Schedule “Section 807, which
allows reduced tariffs on articles
assembled abroad from U.S.-made
components) be used directly to
procure feasidbilicy studies,
prefeasibility studies, or project
profiles of potential investment in,
or to assist the establishment of

facilities specifically designed

3.

The services of US private
enterprise will be utilized
the fullest extent practicable

The GOM is contributing
approximately 25% of total
estimated costs/ HC contributi
will be used to finance in-kin

services.

The USG does not own excess
currencies of Morocco.

N/A

No

o/



13.

14.

15.

for, the manufacture for exporu to
the United States or to third
country markets in direct
competition with U.S. exports, of
textiles, apparel, footwear,
handbags, flat goods (such as
vallets or coin purses worn on the
person), work gloves or leather
wearing apparel?

FAA Sec. 119(q)(4)-(6). Will the
assistance (a) support training and
education efforts which improve the
capacity of recipient countries to
prevent loss of biological
diversity; (b) be provided under a
long-term agreement in which the
recipient country agrees to protect
ecosystems or other wildlife
habitats; (c) support efforts to
identify and survey ecosystems in
recipient couatries worthy of
protection; or (d) by any direct or
indirect means significantly degrade
national parks or similar protected
areas or introduce exotic plants or
animals into such areas?

FAA 121(d). If a Sahel project, has
8 determination been made that the
host government has an adequate
systea for accounting for and
controlling receipt and expenditure
of project funds (either dollars or
local currency generated therefrom)?

FY 1989 Appropriations Act. If
assistance is to be made to a United
States PVO (other than a cooperative
development organization), does it
obtain &t least 20 percent of its
total annual funding for
international activities from
sources other than the United States
Government?

NO.

NO

NO

NO

N/A

N/A



16,

17.

18.

19.

FY 1989 Appropriations Act Sec.
538, If assistance iz being made
available to a PVO, has that
organization provided upon timely
request any document, file, or
record necessary to the auditing

requirement of A.I.D., and 1s the
PVO registered with A.1.D. ?

FY 1989 Appropriations Act Sec.
314, If funds are being obligated
under an appropriation account to
which they were not appropriated,
has prior approval of the
Appropriations Committees of
Congress been obtained?

FY 1989 Appropriations Act Sec.
515. If deob/reob authority is
sought to be exercised in the
provision of assistance, are the
funds being obligated for the same
general purpose, and for countries
within the same general region as
originally obligated, and have the
Appropriations Committees of both
Houses of Congress been properly
notified?

State Authorization Sec. 139 (as
interpreted by conference report).
Has confirmation of the date of
signing of the project agreement,
including the amount involved, been
cabled to State L/T and A.I.D. LEG
within 60 days of the agreement's

entry into force with respect to the
United States, and has the full text

of the agreement been pouched to
those same offices? (See Handbook
3, Appendix 6G for agreements
covered by this provisiom).

N/A

N/A

N/A

N/A



Economic Support Fund Project

Criteria

FAA Sec. 531(a). Will this

.agsistance promote economic and

political stability? To the
maximum extent feasible, is
this assistance consistent with
the policy directions,

purposes, and programs of part
I of the PAA?

FAA Sec. 531(c). WwWill
assistance under this chapter
be used for milicary, or
paramilitary activities?

ISDCA of 1985 Sec. 207, wilnl
ESF funds be used to finance
the construction of, or the
operation or maintenance of, or
the supplying of fuel for, a
nuclear facility? If so, has
the President certified that
such country is a party to the
Treaty on the Non-Proliferation
of Nuclear Weapons or the
Treaty for the Prohibition of
Nuclear Weapons in Latin
Anerica (the “"Treaty of
Tlatelolco™), cooperates fully
vith the IAEA, and pursues
nonproliferation policies
consistent with those of the
United States?

FAA Sec. 609. If commodities
are to be granted so that sale
proceeds will accrue to the
Tecipient country, have Special
Account (counterpart)
arrangements been made?

Yes

Yes

No

No

N/A



ANNEX VII C(b)

5C(3) STANDARD ITEM CHECKLIST

Listed below are the statutory items which
normally will be covered routinely in those
provisions of an assistance agreenent dealing
with its implementation, or covered in the
agreement by imposing limits on certaia uses
of funds.

These items are arranged under the general
headings of (A) Procurement, (B)
Construction, and (C) Other Restrictions.

A. PROCUREMENT

1. PAA Sec. 602(a). Are there
arrangements to permit U.S. szall
business to participate equitably in
the furnishing of commodities and
services financed?

2. FAA Sec. 604(a). Will all
procurement be from the U.S. except
as otherwise determined by the
President or under delegation from
him?

3. FAA Sec. 604(d), If the cooperating
country discriminates against marine
insurance companies authorized to do
business in the U.S., will

comnodities be insured in the United
States against marine risk with such

a company?

Yec - Compliance with Grey
Amendment. AID will encourage
participation to the maximum
extent possible of small busine
as contractor.or sub-contractor
in accordance with Part 19 of t
FAR,

Yes

N/A

ot


http:contractor.or

6.

7.

FAA Sec. 604(q). Will comstruction
or engineering services be procured
from firms of advanced developing
countries which are otherwise
eligible under Code 941 and which
have attained a competitive
capability in international markets
in one of these areas? (Exception
for those countries which receive
direct economic assistance under the
FAA and permit United States firas
to compete for construction or
engineering services financed froam
asgistance programs of these
countries.)

FAA Sec, 603. Is the shipping

excluded from compliance with the

requirement in section 901(b) of the
Merchant Marine Act of 1936, as
amended, that at least 50 percent of
the gross tonnage of commodities
(computed separacely for dry bulk
carriers, dry cargo liners, and
tankers) financed shail be
transported on privately owned U.S.
flag comnercial vessels to the
extenc such vessels are availabdble at
fair and reasonable rate?

FAA Sec. 621(a). If technical

assistance is finsnced, will such
assistance be furnished by private
enterprise on a contract basis to
the fullest extent practicable?
Wili the facilities and resources of
(ther Pederal agencies be utilized,
when they are particularly guitable,
not competitive with private
enterprise, and made available
without unduc interforence with
domescic programs?

International Air Transportation
Fair Competitive Practices Act,
1974, If air transportatior of
persons or property is financed on
grant basis, will U.S. carriers be
used to the extent such service is
available?

N/A. No ocean shipping of
commodities is anticipated
the Project.

Yes

Yes

Yes

unde:



9.

10.

11,

1.

2.

FY 1989 Appropriations Act Sec.

§§§. IT tEe E.S. Covernnent Is a
party to a contract for procurement,
does the contract contuain a
provision authorizing termination of
such contract for the convenience of

the United States?

FY 1989 Appropriations Act Sec.

324. If assistance is for
consulting service through
procurement contract pursuant to S
U.S.C. 3109, are contract
expenditures a matter of public
record and available for public
inspection (unless otherwige
provided by law or Rxecutive Order)?

FY 1989 Appropriations Act Sec.

S84. Por all direct AID contracts
or solicitationt, and all
subcontracts entered into under such
contracts, does ti: contract,
solicitation or subcontract include
a clause requiring that United
States marine insurance companies
have a fair opportunity to bid for
marine insurance when such insurance
is necessary or appropriate?

CONSTRUCTION

FAA Sec., 601(d). If capital (e.g.,
construction) project, will U.S.
engineering and professional
services be used?

FAA Sec. 611(c). If contracts for
construction are to be financed,
vill they be let on a competitive
basis to maximum extent practicable?

FAA Sec. 620(k). If for
construction of productive
enterprise, will aggregate value of
assistance to be furnished by the
U.S. not exceed $100 million (except
for productive enterprises in Egypt
that were described in ‘zhe CP), or
does assistance have the express
approval of Congress?

Yes

Yes

Yes

N/A

N/A

N/A



C. OTHER RESTRICTIONS

1.

2.

FAA Sec. 122(b). If development

loan repayable in dollars, is
interest rate at least 2 percent per
annum during a grace period which is
not to exceed ten years, and at

least 3 percent per annum thereafter?

FAA Sec. 301(d). If fund 1s

established solely by U.S.
contributions and administered by an
international organization, does
Comptroller General have audit
rights?

FAA Sec. 620(h). Do arrangements

cxist to insure that United States
foreign aid is not used in a manner
which, contrary to the best
interests of the United States,
promotes or assists the foreign aid
projects or activicies of the
Communist-bloc countries?

Will arrangements preclude use of
financing:

a. FAA Sec. 104(f); ry 1989

Appropriations Act, Sect. 525
!Ei_zsg. (17 To pay for

performance of abortions as a
method of family planning or to
motivate or coerce persons to
practice abortiomns; (2) to pay
for performance of involuntary
sterilization as method of
family planning, or to coerce
or provide financial incentive
to any person to undergo
sterilization; (3) to pay for
any biomedica) research which
relates, in vhole or part, to
methods or the performance of
abortions or involuntary
sterilizations as a mseans of
family planning; or (4) to
lobby for abortion?

N/A

N/A

Yes

Yes

Yes

Yes

Yes



c.

d.

1.

FAA Sec. 483. To make
reimbursements, in the form of

rash payments, to persons whose
illicit drug crops are
eradicated?

FAA Sec. 620(q). To compensate
owners for expropriated or
nationalized property, except
to compensate foreign nationals
in accordance with a land
reforam program certified by the
President?

FAA Sec. 660. To provide
trainiag, advice, or any
financial support for police,
prisons, or other law
enforcement forces, except for
narcotice programs?

FAA Sec. 662. For CIA
activities?

FAA Sec. 636(1). For purchase,
sale, long-term lease, exchange
or guaranty of the sale of
motor vehicles manufactured
outeside U.S., unless a waiver
is obtained?

FY 1989 Appropriations Act Sec.
503. To pay pensions,
annuities, retirement pay, or
adjusted service compensation
for prior or current milicary
personnel?

FY 1989 Appropriations Act Sec.
303. To pay U.N. assessments,
arrearages or dues?

FY 1989 Appropriations Act Sec.
306, To carry out provisions
of FAA section 209(d) (transfer

of FAA funds to multilateral
organizstions for lending)?

ng

Yes

Yes

Yes -

Yes

Yes

Yes

Yes



1.

FY 1989 Appropriations Act Sec.
§l§. To ginnnce the expor< of
nuclear equipment, fuel, or
technology?

FY 1989 Appro riations dct Sec,

511. For the purpose of aiding
the efforts of the government
of such country to repress the
legitimate rights of the
population of such country
contrary to the Universal
Declaration of Human Rights?

FY 1969 ¢ppropriation Act Sec.
316; Stav: /athorization Seec,
109, To s used for pu511c1ty
3;-propagaudu purposes designed
to support or defeat
legislation pending before
Congress, to influence in any

way the outcome of a political
election {n the Upit States,

or for any publicity or

propaganda purposes not
authorized by Congress?

Yes

Yes

Yes
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OBJET / Elaboration d'un projet de coopération entre le

Royaume du Maroc et 1'USAID dans le secteur de
l'Habitat -

Monzieur le Directeur,

J'ai l'honneur de vous informer que Monsieur le
Ninistre de 1'Habitat R'a fait part du souhait de son dépar-
tement d'élaborer un projet & financer par une ligne de crédi
USAID & long terme de 10 millions de dollars, en vue de pro-
mouvoir les activités d'aménagement foncier développées par
1'Agence Nationale de Lutte Contre l'Habitat Insaluire (ANHI)

En vous demandant de bien vouloir examiner favora-
blement cette proposition, je vous prie d'agréer, Mon:'eur
le Directeur, l'expression de mes sentiments ler ir~illeurs.-
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ANNEX

VII. E.2A TECHNICAL ANALYSIS

1.0 TECHNICAL DESCRIPTION OF PROJECT

1.1 Project Description

A major problem in meeting the housing needs of 'a Eapidly growing urban
population, particularly che lower income families, has been the inability of
Moroccan municipalities and others to finance Primary infrastructure, and to open
Uup nevw areas for shelter development. As a result, nearly 408 of the shelter
production is carried out by the informal sector, creating clandestine
neighborhoods, which are below Moroccan housing norms (lack of basic
infrastructure and public services), and which when in place, require even larger
investments by local governments to upgrade and service. The major bottleneck
in the provision of low income shelter continues to be a lack of affordable,

serviced land.

An important problem is the existence of high norms and standards for all
housing development in Morocco. These norms elevate the costs of serviced land
and housing beyond the means of many lower income households. The issues
surrounding norms and standards will be discussed in detail below.

Another jroblem in the sector is the iraccessibility of the housing finance
System to belcw median income households. Banks prefer to lend to customers of
higher incomes, and in many cases lower income households do not have cleg> title
to their land. Similarly, private sector developers often are not interested in
creating developments for households below the median. The potential for profit
is low, given the 1limited financial means of these customers, and the
infrastructure norms in place.

In the short time since its creation (1985), ANHI has rapidly become the
largest land developer and public sector producer of shelter for tha poor in
Morocco. As of the end of 1987 ANHI had identified 37 distinct pProjects, most
in collaboration with local government. ANHI's total delivery of serviced lots
has risen from 1521 in 1986, to 4754 in 1987, and is expected to reach about 5300
in 1988. ANHI's current cbjective is to reach a lot delivery rate of about 8000
Per year. ANHI provides a serviced lot in a well planned development, as well
as a guaranteed title to the plot, a house plan, and follow-up technical
assistance so that beneficlaries can access the credit system and build suitable

housing.

Under this project, USAID will provide $US 10 million HG loan financing
to carry out a program with ANHI. The goal of the project is to improve
opportunities for urban families below the median income to acquire affordable
shelter. The program purposes include:

* to increase the production of serviced housing sites that are affordable
to Moroccan urban households earning less than the median income;

*  to encourage the private sector to take a greater role in the production
of shelter affordable to below median income benefi{ciaries;



*  to strengthen ANHI's capacity as the key public sector land development
agency;

*  to reduce costs by adopting more affordable norms and standards,

Under the USAID program, ANHI will carry out market studies, undertake
planning and engineering analyses, acquire land, provide infrastructure (roads,
water, sewer, electricity) and sell parcels to low income beneficiaries. Plots
for commercial development will be priced at full market vilue to allow parcels
for low income beneficiaries to be sold at an affordable price. The program will
support only development of ANHI's own portfolio of projects, and will not
support ANHI operations as project manager for other agencies. As a direct output
of the HG resources, and beginning in the third year, ANHI will deliver
approximately 3000 lots on 60 ha of land, each year. ANHI will continually
replenish its land reserves and continue production at a steady rate.

Eight sample projects have already been selected, including 520 ha of land
and over 15000 lots identified for the target population. Technical details of
these projects are given in Table 1. These sites have been selected as candidates

based on the fact that they have:

*  ANHI acting as full project implementor (as opposed to proj~ct manager for
another public sector agency);

* a significant portion of the lots addressed to USAID's target population;

* land acquisition complete or in-progress;

*  and evidence of considerable progress on project identification and project
studies,

It must be stressed that these are tentative sample projects. If ANHI
should identify other projects in the near future which meet the above criteria,
they could also be eligible for incorporation into the USAID program, As program
implementation begins, ANHI will present a complete lot delivery plan for the
first year to USAID for approval.






1.2 Existing conditions in low-income housing

For the low-income population, the main alternative to settlement in ANHI
developments is to settle in existing low-income housing areas. There are two
existing types of low-income housing: squatter settlements ("bidonvilles"), and
clandestine neighborhoods ("quartiers clandestins®). Both types of housing lack
basic infrastructure (water supply and sewerage), and dimited access to public
services such as schools or health centers. The squatter settlements involve
temporary shelters, while the clandestine areas have more conventional
Structures, built without legal authorization. Estimates indicate that as of
1983 about 7% of the urban population lived in the squatter areas, and 13% in
the clandestine neighborhoods.! Land development and housing construction under
ANHI projects make vast improvements over these existing conditions.

Squatter settlements are occupied by the poorest of the poor, many of whom
have migrated from rural to urban areas. These settlements appear at the edge
of urban areas, on un-used public lands, in ravines, or on steep hill-sides. The
topographic conditions are generally unsuitable for residential use. Many are
located close to industrial zones, and are susceptible to air or water pollution.
These settlements are created in a completely unplanned fashion, outside of the
master plan / zoning process. The squatters typically have no title to the
property, and are occupying the land {llegally. ' :

Conditions in the "bidonvilles" are very poor. Housing consists of poor
quality wood, brick and sheet metal shacks, typically 25-50 m2. Dirt floors are
common. The shelters are densely packed, with narrow, meandering dirt alleys.
Water supply is obtained from public standpipe water (at a significant distance),
or from vendors. Storm water runs-off on the unpaved surfaces, leading to
significant erosion. There no sewerage facilities. Solid waste {s dumped
indiscriminately. In general, very poor sanitary conditions exist. In addition,
there is no electric power or street lighting service.

Conditions are better in the clandestine areas. Buildings consists of
concrete/brick construction, of generally acceptable quality. Plot sizes average
about 100m2. Nearly all buildings are two stories, but many have 3, 4, or 5
floors. Road and alley widths between building are small, around 4 to 6m. Such
access ways are rarely paved, and storm water runs-off on the surface. Estimates
show that about 35% of the houses have direct water connections from public
utilities.? Those houses connect to rudimentary (often open) sewers, which drain
out to adjacent land in a haphazard fashion. About 40% of the houses have
electric service connections, and some areas have street lighting.a Due to the
narrow meandering streets solid waste collection is difficult and often
ineffective. While conditions in the clandestine neighborhoods are better than

1Informal Housing: Upgrading and Prevention Policies and Programs - Morocco,
The World Bank, 1983
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in the "bidonvilles", they still lack basic infrastructure, and are developed
outside of the GOM land-use and permit process.

Overall, it {s clear that housing conditions in these low-income areas are
sub-standard. In addition, the existence of these conditions creates significant
erosion and pollution of land and water, both on and off these sites, creating
a public health and environmental hazard for the resident population, and others

nearby.

1.3 The ANHI Land Development Process

The paragraphs below describe the basic steps in the current ANHI land
development process, which will continue to be followed during the AID financed
program. Precise details on the length, timing and inter-relationship of the
implementation steps are described in Annex F.7, Detailed Technical Background
Data, and are summarized in Section 1.4, below.

1.3.1 ANHI land selection and project design

The first step in project implementation is the selection and acquisition
of land. As a general practice, ANHI selects land at the perimeter of urban areas
which i{s either undisturbed or agricultural land. In the past much of the land
has been under municipal, state, or other public ownership.

Prior to land acquisition, ANHI conducts preliminary topographic,
architectural and urban planning studies to verify suitability of the land and
to define the major project elements. These preliminary project designs are made
in accordance with the Urban Master Plan and Land-Use Plan processes. Under the
Master Plans, which have been elaborated for most major cities and towns in
Morocco, peripheral areas for future residential devalopment are delineated.
Industrial zones are grouped and separated away from residential. Areas with
physical constraints (excessive slope, susceptibility to seasonal flooding) are
thus not used for residential development. These planning instruments are
implemented by the Ministry of Housing in direct collaboration with
Municipalities, which adopt them once they are enacted into law.

The master plans require proper consideration of access to green spaces,
provision of services such as schools, clinics, mosques, proximity to water
mains, transport routes, etc. If such services are not located near a new
development, then ANHI, the Municipalities, the local utilities, and local
offices of relevant ministries will Jointly program these to ensure their

implementation.

Once these preliminary studies are complete, all ANHI projects are approved
by the Municipalities.



1.3.2 Site design

Once a site is selected, the main Project elements defined, and the project
approved, detailed site planning & design is conducted by licensed architects,
under contract to ANHI. The architects, under the guidance of ANHI project
managers will determine site layout, number and size of lots, roads (primary,
secondary, pedestrian access), Parking, green spaces and zones for public
services. Typically designers allocate 25 - 35% for roads, ‘about 5-10% for green
space, and 5-10% for service infrastructure (schools, clinics, mosques, etc.),
leaving 45-50% as built-up land. Lot shapes and sizes, and grouping of lots into
blocks follow concerns of market demand, infrastructure requirements, land use
goals, and cost constraints. A mix of lots for different income level groups,
and for commercial cstablishments is made. Commercial activities are limited to
shops (food and other essentials), offices, and service operations. No
manufacturing or light industrial activities are allowed in ANHI projects. Some
sample site plans are given in Appendix 1.

The site plans must follow municipal regulations regarding lot frontage,
road width, sidewalk widths, distance between secondar, roads, etc. For example
Municipal regulations stipulate road width as a function of the height of the
buildings that will front on them. Road widths must equal or exceed building

heights.

Next the on-site and off-site service infrastructure is designed by private
A&E firms, under contract to ANHI, under the guidance of the Project Manager.

Roads designs are based on two types - vehicular and pedestrian. Vehicular
Streets vary from 20m for the largest site access roads, down to a minizum of
8m for secondary access roads. Sidewalks of 1.5 - 2m width are included.
Vehicular roads have one or two layers of asphalt over compacted crushed stone.
Pedestrian access paths are generally close to 6m in width, with a single asphalt
or concrete layer,

Storm drainage systems, sewer sSystems are designed under standards outlined
by Ministry of Interior. Storm drain standards are based on a 10 year storm, and
on-site run-off coefficients. Sewers norms are based on uniform direct household
connections and on the use of high quality materials for long life. Somestimes
sewer and storm drains are combined, sometimes separate depending on flows,
allowable slopes, cover requirements, costs, 2tc.

Regarding water supply and electricity for the lots, ANHI is compelled to
work with local public utilities. In all most major urban areas water supply and
electricity networks are designed, constructed, and maintained by these utilities
(known as "Regies"), In smaller urban areas, the national water and electric
utilities take over this function. These institutions have a complete legal
monopoly on these operations,

Once an ANHI project has been identified, and the site plan developed, the
Regies assume responsibility for designing and implementing this infrastructure.
The systems are designed "in-house" in keeping with national norms followed by
all utilities. Thus the water and electricity supply in ANHI projects conforms
completely to national standards. For water supply the service level consists
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of a metered house connection. Network designs are based on daily consumption
of about 150/1/day, an ample supply of clean potable water, Electricity supply
1s based also on direct metered service, with residential service reaching about
0.5 kv per household, sufficient for basic lighting and small appliances.

Off-site {nfrastructure is designed to link the developments to the
existing urban water supply, sewer drainage and electricity networks. If a trunk
main must be extended, then its costs are built into the project. As will be
discussed more below, ANHI does not design for sewage treatment, as this will
ba th: responsibility of the Municipalities, in their overall sewerage Master

Plans.

Overall, a vury good infrastructure standard is achieved, greatly improving
the housing conditions of the target population.

Once the site plan and infrastructure design is complete, house plans are
developed, with architectural harmony between different plot types and sizes,
and uses (residential and residential /commercial). The house plans conform to
local building codes which stipulate structurel aspects, minimum room sizes, etc.
The plans are formally approved by the Municipal office in charge of
administering building codes. Usually are whole saries of house plans are
developed to suit different piot shapes and sizes. Plans are developed for both
single and dual family dwellings, and units with a commercial ground floor and
a residential second floor. These design are provided to beneficiaries free of
charge. Some sample house plans are given in Appendix 1.

1.3.3 Current ANHI Implementation process

Once a full design is elaborated, works can begin. Tender documents are
prepared, bids evaluated, contracts awarded and work begun, All civil works are
conducted by registered private construction contractors, with considerable
experience. Due to a reputation for strict control, and rapid payment, ANHI
claims that bid prices are often under provisional estimates. A detailed
discussion of ANHI contracting procedures is found in Section 6, below.

#NHI m intains three levels of control on all contractors to ensure good
quality work completed on time. First of all, the private A&E firms which have
Prepared the designs are retained to maintain continual oversight of all works,
even on a daily basis. If work has been done incorrectly it must be redone at
contractors expense. Second, all major materials (concrete, pipe, asphalt,
reinforcing steel, etc.) used at a project are sampled and tested to ensure
pProper conformity to material specifications (strength, pressure resistance,
compactness, etc.). This work is carried out, .inder contract by a private
materials laboratory, known as the Laboratoire d’'Essais. Third, ANMI projsct
managers visit the work sites frequently, overseeing all operations, and formally
accepting work completion.

Specific contract clauses require contractors to maintain the work areas
in good condition during the construction phase so as to avcid safety problems,
erosion, or other environmental degradation. Contractors must completely clean
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a project site within 15 days of contract completion. Strict penalties for
lateness are imposad.

As lots are completed and staked, they can be delivered when beneficiaries
make the final installment (payments are made in three lumps over the
construction process). Along with the lot, beneficiaries receive the land title,
a construction permit, and a house plan which they must follow. ANHI does provide
follow-up technical assistance to beneficiaries in house construction. House
Plans can be modified in ind:vidual cases, with payment of additional
architectural fees, arnd permitting. Nonetheless architectural harmony is achieved
on the ANHI projects. With the construction permit, the owner can obtain a water
system hook-up.

Beneficiaries can now address formal or informal credit to finance
construction of their house. Actual construction may proceed in stages, with
phases being accomplished as tleir means allow. In a typical ANHI project
different lot owners will proceed at different paces, but after a period of §
years about 90% of the houses will be complete,

In order to get an electricity hook-up, the owmer must pPresent a "residence
permit" ("permit d'habiter"), which can be obtained only at the completion of
the house, and full clean-up of the construction site, including removal of
excess construction debris.

It should be added that, as an incentive for the beneficiaries to complete
their houses, an extra municipal tax charge will be imposed on those lot owners
who have not completed their houses within § years of receiving their lot.

Final site clean-up, sidewalk paving and landscaping (trees along streets
and plantings in green spaces) is done by private contractors once 90% of the
dwellings are completed.

As the final lots are delivered to buyers, and construction begins, the
entire development is turned over to the Municipality, and the local public
utilities for the "operational” phase. The lot owners are now residents, and pay
taxes in accordance to their house size, and location. As tax payers they now
have every right through their elected officials to demand all relevant municipal
services, such as garbage collection, street maintenance, street cleaning and
public, etc.

It should be added that in approving the project in the early stages the
Municipality testified to its eventual acceptance of the operation and
maintenance of these developments.

Once a project is complete, ANHI is still informally "on-site", providing
technical assistance to lot owners, and can verify Municipality’s performance
of these tasks.

The "Regles", by the very fact that they have installed the water and
electricity network, and collect monthly payments, must perform O&M on their
networks.



1.4 Precise implementation planning

For the purposes of Planning ANHI direct operations, a detailed study of
the project implementation process was made. The goal was an optimal
implementation plan for an operation of 20 ha, and for an operation of 100ha
split into 5 phases of 20 ha each. The full details are given in VI.F.? Detailed
Technical Background Data. Four ANHI projects which have been recently completed
or are nearing completion were studied in detail, and data adapted to the ANHI
direct implementation process. This discussion will not repeat all the
information presented in Section VI.F.7, but will outline a few key lessons from

that exercise.
The process is divided into 5 major phases:

1) Land acquisition;
2) Technical studies;
3) Off-site works;
4) On-site works;
5) Commercialization

Each of these phases was further subdivided into discrete steps, with
definitions of the required proceeding steps, expected duration and the length
of possible delays. A critical Path or PERT analysis was made to deternine the
Precise sequence of events that would minimize the project implementation period.

For the case the 20 ha operation, the initial phase of land acquisition,
initial studies and Municipal approval will last approximately one year, and the
completion of all works and the delivery of lots another two years., For the case
of the 100 ha operation the initial phase of land acquisition and technical
studies will last about 15 months, and the works and lot delivery about 4 years.

The larger projects are usually divided into "tranches" or phases for
several reasons. The implementation of road, sewer and other infrastructure
networks at the scale of 100 ha is generally considered to be beyond the means
of most Moroccan contractors. The process of monitoring the works at such a scale
becomes more difficult for ANHI to control properly. Also, if the Projects were
taken on at that large a scale, the implementation period will surely exceed one
year, allowing the contractor to apply automatic price increase formulas allowed
under Moroccan law.

The interdependence of the construction of road, sewer, and water networks
is potentially an important "bottleneck” in the process. Once the road and sewer
networks are designed, construction bids are collected and evaluated (Month 14).
At the same time the "Regles"™ can design the water distribution network, and
collect bids for its construction.

Road and sewer construction can then begin immediately (Month 15). The
contractor will start with site leveling, grading and definition of roadways.
The curbs are placed next so that sewer manholes can be located and installed,
and the entire sewer system built. For the 20 ha operation this sub-step should
take about 3 to 6 months. Then, water supply network construction should begin.
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According to the PERT, this step should take about 6 months. Once it is done the
road and sewer contractor can complete the gravel road underlayment and road
paving. Thus the overall length of the road and sewer contract then reaches about

11 months.

However, in the past, some of the Regies have not been able to implement
their work on schedule, delaying the road and sewer works, delaying the entire
project. In fact, if the entire road and sewer contract extends beyond one year,
the contractor can legally apply standard unit-price revision formulas, adding
to the cost. Since the Regies, and the contractors who implement the networks
they design, are not under the direct control of ANKI, the implementation delays
are almost impossihle for ANHI to control.

One solution which ANHI has considered would be to split the road and sewer
contracts into two parts, avoiding the possibility of automatic price increases.
However this doubles the tender and bid evaluation effort. Another solution which
ANHI feels would be appropriate would be an ability for ANHI to contract for the
design and construction of the water networks. These activities could be done
by local engineering firms and construction companies, under contract to ANHI.
All plans could be approved by the Regie, and construction also monitored by
them. However under current law the Regies have a full monopoly of these
operations. A high level policy dialogue between ANHI, the Ministry of Housing,
and the Ministry of Interior (which oversees all Regies) may help to find
solutions to this problem.

1.5 ANHI Contracting Mechanisms

All studies and construction of infrastructure under ANHI projects is
carried out by private architects, private architectural and engineering firms
and by private construction contractors. In fact, 90% of all resources involved
in ANHI projects are fed through private concerns. In all cases, licensed firms
and licensed architects are used.

In issuing tenders, evaluating bids, and signing and paying contracts, ANHI
conforms to standard Moroccan practice and legal regulations. All solicitations
are formally advertised, and sufficient allowance is made for interested firms
to respond. Tender documents for construction works are based on detailed designs
by previously contracted ASE firms. The bidder must specify unit prices for all
excavation, leveling, materials, components and accessories. Necessary quantities
will have been outlined in the tender documents. In general offers are required
to be valid for 90 days. Bid bonds are typically requested, and refunded to the
unsuccessful bidders.

To evaluate bids ANHI assembles a commission, including the associated ANHI
Project Manager, the Director General of ANHI, ¢ representative from Ministry
of Housing, and a representative from Ministry of Finance. These two
representatives are designated to work with ANHI, so the commission can be
assembled very quickly. Bid are opened and evaluated immediately. Evaluation
criteria include technical responsiveness and completeness, implementation
schedule, and price. The evaluation process will usually be accomplished within

hours.
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The successful bidder is notified immediately. As outlined in the tender
document, each bid {s prepared in the form of a contract, so when signed by ANHI
and the contractor, a valid contract has been established. The bid stipulates
the start-up date and dvration of the works.

Under Moroccan law, contractors can apply automatic price revision formulas
if contract duration exceeds 1 year. Price revision rules are based on standard
formulas which Incorporate indices for the price of labor, cement, steel, pipe,

All ANHI contracts include standard clauses to ensure that contractors
conform to all regulations concerning labor relations, compensation, etc. In
addition the contracts include clauses requiring prompt and consiencious
execution of all works. Clauses also outline stiff penalties for lateness.

As described in Section 1.3 above, ANHI maintains three levels of control
on all construction contracts, including the A&E firms which carried out the
designs, the Laboratoire d'essais for the verification of materials, and the ANHI
Project Managers. In one recent case in Taza, a contractor executed a particular
roadway incorrectly, and the firm was required to rip up the pavement and redo
the road at its own expense,

Physical over-runs are allowed under these contracts. If the various
control parties agree that additional unforseen materials, labor or other
expenses are justified, then they can be billed and paid. Unit price over-runs
are not allowed, except under the annual Price revision formulas, as described
above,

Payment i{s made as the work progresses. A minor percentage is retained
until the work is complete and formally accepted by ANHI. Payments are made by
check from ANHI's Treasury account, which can be accessed immediately by the
Payee. ANHI maintains that it receives favorable bids due to its ability <o
rapidly and promptly Pay its contractors, unlike many government operations.

In general ANHI prefers to split large jobs into smaller phases. As
mentioned in Section 1.4 above, this keeps prices moderate, and streamlines
monitoring.

Procedures for solicitation and contracting of architectural services are
less stringent. ANHI can quickly and simply execute small contracts to individual
licensed architects at its own discretion.

In conclusion, ANHI's contracting mechanism conforms to all Moroccan
Practice and legal requirements. In addition it is obvious that the speed and
efficiency with which ¢t can contract for services and works is a main
contributor to ANHI's impressive track record.
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2.0 COST OF LAND QEVELOPHENI
2.1 Estimate of ANHI land development costs in 1989

This section outlines the cost of ANHI land development, in 1989. It {is
based on the data collection effort described in Annex VI.F.7 Detailed Technical
Background Data, where cost were complied from eight pProjects executed in 1987.
A 7% inflation rate was applied to estimate average costs in 1989, Additional
cost were added, including:

* allotment for land replacement (10% inflation for 2 years);
*  physical and price contingencies (5% to 10%);

*  repayment of HG loan (total interest and Principal repayment over 30 years,
prorated across 60 hectares in each of the 30 years)

The results are shown in Table 4. The total cost is close to 1,840,000 DH
($230,000) per hectare (raw). Based on land use coefficient of 50%, a net cost
of 368 DH/m2 is found. If the land use factor can be increased to 558, a cost
will be 334 DH/m2, and at 608, the value falls to 315 DH/m2. Over the past few
years ANHI projects have averaged about 50% land use factor. It should be
feasible to reach 558, but achieving 60% would probably hamper the quality of
the housing conditions in tae developments.

The average cost of plots (rounded to the nearest hundred DH) would be:

LAND USE FACTOR @

SIZE,m2 50% 55% 604
60 22100 20100 18400
80 29500 26800 24600
90 33100 30100 27600

100 36800 33500 30700

120 44200 40200 36800

2.2 Breakdown of costs

Table 2 also shows the percentage breakdown of costs. Clearly land and
infrastructure works are the main expenses. Roads, severage and storm drains make
up the largest portion of the costs, reaching about 238 of the total.
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TABLE 2

ANHI LAND DEVELOPMENT COST BREAKDOWN

|
COST COMPOMENT i
]
|
|
LAND AQUISITION |
AQUISITION EXPENSES (9X) |
ALLOUANCE FOR LAND REPLACEMENT |
|
TECHNICAL STUDIES + MOMITORING |
ROADS, SEWER, DRAINAGE |
WATER SUPPLY |
ELECTRICITY |
I
STAKING & TITLING I
I
FIMAL SERVICING & LANDSCAPING |

SUBTOTAL

I
I
ANNI FEES + NISCELLANEOUS (10%) |
i

|
LOAN INTEREST/PRINCIPAL REPAYMENT |

|
TOTAL |

NOTE: Inter~st & principel repeyment baged on loen of 80,000,000 DH,

COST BREAXDOWN IN DH 000's PER HECTARE (RAW)

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

1988

56.82
324.21
200.09
227.91

16.05

1989
BASE

300.00
27.00
60.00
60.79

346.90

214,10

243.86

17.17

| PHYSICAL|
|CONTINGENCY |

!
|
|

|
!
3.04 |
36.69 |
21.41 |
.39 |
|

!

|

I

PRICE |
CONT INGENCY |

21.41

I

I

|

|

I

|
34.69 |
I
2.39 |
I

|

!

I

TOTAL

11X, 30 years, $0 ha/year

TOTAL COST /7 M2 soLD |
Land use factor @ |
50%| 55%| 60%|

------- R
I [ |
€0.00 | 54.55 | 50.00 |

5.40 | £.91 | 4.50 |

12.00 | 10.91 | 10.00 |

[ | I

13.98 | 12.71| 11.65 |

83.26 | 75.69 | 69.38 |
51.38 | 46.71 | 42.82 |
58.53 | S53.21 | «4a.77 |

| | |

4.12 | 3.75 3.43 |

I I |

21.98 | 19.98 | 18.32 |

'''''' [ooememe |eeeeee
310.65 | 282.41 | 238.88 |
I (. |

31,07 | 28.24 | 25.89 ]

""" St RS
31.72 | 31065 | 28&.77 |



An analysis of the sensitivity of total cost to various input parameters
was made. An input/output model was developed where the cost of a particular
element could be independently raised a fixed percentage, say 208, and the
resulting impact on the total cost assessed. If the total cost changes
dramatically, say more than 20%, this would reveal a great sensitivity of costs
to that particular parameter. Such an analysis was conducted for each cost
component independently. The results given in Figure:1l, show that costs are
highly sensitive to the land use factor, but less sensitive to other factors such
as land cost, water supply network, and other infrastructure.

In reflecting on the results of the sensitivity analysis, it is important
to realize the there are physical limits on how much a given input variable can
be changed. As mentioned above, the land use factor could only realistically be
changed up from the current 508, to about 558. There is very little lee-way with
this factor. Still this modest change results in major cost savings. As will be
discussed later in this Annex, the cost of water supply, electricity networks
could be significantly reduced through the adoption of different norms. If water
supply costs could be reduced 30%, 40%, or even 50%, significant savings could
be made.

Figure 1 can be used to assess the impact of alternative cost reduction
Strategies. For example, reducing the costs of roads, sewer and storm drains by
308, would reduce land development costs from 334 DH/m2, to around 310 DH/m2 .
Alternatively, this same cost reduction could be achieved by increasing the land
use factor to about 60%, or reducing the water supply network costs 408, Costs
and benefits of alternative cost reduction approaches are possible.

2.3 Estimation of breakeven sale prices

The above analysis outlined the average cost of developed land. The next
step is to estimate the breakeven sale price,

An obvious approach would be to sell all the plots at the average cost per
Square meter, but this would be hard on the intended target population, and would
result in lots for commercial purposes being sold well below market prices.
ANHI's approach in the past has been to apply a cross-subsidy, reducing the price
of plots for the target group and increasing the price for higher income groups
and commercial uses. This approach will continue to be used under the USAID

program,
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Table 3 shows a sample calculation of sale prices, applying this cross
subsidy approach. Approximate figures for the breakdown of different types of
land use were obtained from ANHI records (See Annex VI.F.7). Sale prices were
selected for the target group and for commercial and other uses, to achieve
overall cost recovery. For example, assuming 55% land use factor, if the target
group plots can be priced at 265 DH/m2, and the commercial and other plots are
sold at 700 DH/m2 the total revenue to cover the average cost of 334 DH/m2 will
be collected. ‘

Note that the plots for public services such as schools, mosques, clinies,
etc, is price at zero, in keeping with past ANHI experience. The relevant
Ministries which construct schools, clinics, etc. generally do not have the funds
for these serviced lands. In essence the cost of land for services is borne by
those buying into thﬁ.developments.

Next the total price for different size lots for different buyers, and the
breakdown of required beneficiary payments can be found.

CALCULATION OF PAYMENTS (BASED ON 25% LAND USE FACTOR)

BENEFICIARIES
TOTAL COST
PER HECTARE LOT=60m2  LOT=100m2 LOT=140m2
FIRST (40%) 443080 6360 10600 14840
SECOND (30%) 332310 4770 7950 11130
THIRD (30%) 332310 4770 7950 11130
TOTAL 1107700 15900 26500 37100
COMMERCIAL
TOTAL COST
PER HECTARE  LOT-300m2 LOT=500m?2
TOTAL 731500 210000 350000

It should be stressed that these figures are approximate. Different
projectis may be priced differently, as long as the overall financial balance is
reached. For instance id the going rate for commercial plots is 1500 DH/m2, ANHI
could select a sale price of 1000 DH/m2, quickly sell all these plots, and be
able to mark down the Plots for the target population even more. Also different
types of lots within the category of «conomical housing could be priced
differently, depending on local revenue distribution, market prices, etc.
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TABLE 3

CALCULATION OF TARGET PRICES 60 HA/YEAR
H

WEIGHTED

TYPE _OF HOUSING 3 OF AREA PRICE AREA*PRICE

ECONOM. HOUSING 70.0% 285 200

VILLAS 6.0% 285 17

APARTMENT BLOCKS 9.0% 800 72

COMMERCIAL 10.0% 800 80

SERVICES 5.0% 0 0

TOTAL 100.0s 369

WEIGHTED PRICE =~ 369

COST TO RECOVER @ 50% = 368

WEIGHTED

TYPE OF HOUSING % OF AREA PRICE AREA*PRICE

ECONOM. HOUS1NG 70.0% 265 186

VILLAS 6.0% 265 16

APARTMENT BLOCKS 9.0% 700 63

COMMERCIAL 10.0% 700 70

SERVICES 5.0% 0 0

TOTAL 100.0% 33

WEIGHTED PRICE = 33

COST TO RECOVER @ 55% = 334

WEIGHTED

IYPE OF HOUSING $ OF AREA IFRICE AREA?PRICE

ECONOM. HOUSING 70.0% 240 168

VILLAS 6.0% 240 14

APARTMENT BLOCKS 9.0% 650 59

COMMERCIAL 10.0s8 650 65

SERVICES 5.0% -0 0

TOTAL 100.0% 306

WEIGHTED PRICE = 306

COST TO RECOVER @ 60% = 306
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3.0 NORMS AND STANDARDS IN THE ANHI LAND DEVELOPMENT PROCESS

3.1 Introduction

Norms and standards are important aspect of the ANHI land development
process. It is assumed that if norms and standards are reduced, then considerable
cost savings can be made, reducing the cost of Plots to the target population,
However, standards cannot be reduced to the point where the quality of the
development declines, or the marketability of the plots suffers.

An additional aspect {s that ANHI does not currently have coritrol of a number
of norms and standards, particularly those relating to infrastructure. To examine
this issue a number of questions must first be answered:

1. VWhat are the norms, design specifications and standards currently in use
by ANHI, engineering design firms, local utilities, and other parties
involved in the land development process?

2. VWhich norms are dictated by municipalities, Regies or other parties, that
ANHI must follow. Which are design selections made by ANHI ? To what extent
can ANI negotiate relaxation of norms for cost reductior. ?

3. What aspects of the norms and standards could be modified to produce
substantial cost savings, without seriously impacting the quality of the
plots, the housing to be built on them, apd the surrounding environment.

Any discussion of norms in the ANHI land development process must point
out that ANHI has Project Oificers vith years of experience, who work with
experienced engineering firms, and contract to experienced contractors. They
recognize the importance of Producing designs which strike a good balance between
considerations of low {nitial cost, long life, and low maintenance requirements.
ANHI staff are continuously learning as they carry out project after project.
As will be seen, there are some aspects which are currently cut of ANHI's
control,which impact them greatly. Efforts relating to norms must begin to
address these issues.

3.2 Current norms and standards
xurrent norms and standards

The paragraphs below outline the current norms used by ANHI, as stipulated
by urban Master Plans, Land use Plans, Municipalities and local utilities. In
addition typical practire is described, and cost consideration discussed.

3.2.1 atia lann

ANHI conducts preliminary topographic, architectural and urban planning
studies to verify suitability of the land and to define the major project
elements. These preliminary project designs are made in accordance with the Urban
Master Plan and Land-Use Plan Processes. Under the Master Plans ("Schema
Directeurs d'Amenagement Urbains" or SDAUs), which have been elaborated for most
major cities and towns in Morocco, peripheral areas for future residential
development are delineated. These planning instruments are implemented by the
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Ministry of Housing in direct collaboration with Munjcipalities, which adopt them
once they are enacted into law. 1In a few areas, more precise Land Use Plans
("Plan d’'amenagements”) define more precise land use in selected areas usually

closer to city centers.

The plans require developers to make proper censideration of access to
green spaces, provision of services such as schools; clinics, mosques, and
suitable housing densities. If public services are not located near a new
development, then ANHI, the Municipalities, the local utilities, and local
offices of relevant ministries will jointly program these to ensure their
implementation.

The key issue is ANHI's spatial planning is the land use factor, that {s
the percentage of the land devoted to housing, commercial, and public services.
The rest of the land will be occupied by vehicular roads (and sidewalks) and

pedestrian roads, and green spaces.

During the initial design phase the architect will determine the basic site
design, and detine the land use pattern. The width of vehicular roads are
computed by the architect as a function of traffic projections, which in turn
depend on population densities. Municipal regulations do define minimum widths
but usually the above considerations increase road widths beyond Municipal
minimums. As outlined in examples presented in Section VI.F.7 Detailed Technical
Background Details, the amount of land to vehicular roads ranges from 14 to 26%,
and the anmount for pedestrian varies from 20 to 32%. On the whole both tend to
consume 40 to 45% of the total land. The balance is available for housing,

commerce, services and green spaces.

The master plans usually define a minimum amount of green space per
inhabitant. For instance one Master Plan for Oued Zem called for 10m? of green
space per person. At a density of 500 persons per hectare, half the land would
have to be in green space. By negotiating with the Municipalities, more realistic
designs are established. In practice the architects allocate about 2 to 5% of
the land area for green space. There are also national norms in terms of schools,
cliniecs, mosques, etc, which are established by the associated Ministries. The
architect must include correctly sized lots for these public services.

In the end ANHI can easily achieve 508 )and use (housing, commercial &
services) and with careful planning 558. Their ability to do so is of course
directly linked to the inclinations of the local Municipality. Some are quite
open to negotiations, in order to ensure the viability of the projects, while
other may be more restrictive. I nust be emphasized that ANHI's ability to
discuss and negotiate these issues does not carry across to private developers,
who are regulated much more tightly.

During the design phase the architect will define the lot sizes and shapes,
and the spatial arrangement of plots into blocks. Lot sizes cre basically -
determined by market considerations. That is, ANHI and the architect will decide
on a range of lot siz.s to suit buyers interested in low-income housing, or
villas, or lots for commercial use or apartment blocks. There is a national
decree ("Dahir") concerning low-cost housing, which establishes minimum lot sizes
of 45 tc 60 m2, depending on precise layout. The minimum lot size in ANHI
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projects is, in fact 60m2. However, over the last few years ANHI has found that
the smallest lots arv harder and harder to sell. The lower income buyers would
rather purchase a larger lot, and rent or sell the upper floor with another
family.

Lot shapes are selected by ANHI and the architects based on a number of
considerations. First f all there are municipal regulations about house
frontage, which usually specify & minimum of at least €m. Lot/block design
studies such as the Bertaud model have shown that deep lots with narrow frontage
maximize land use and minimize necessary infrastructure per lot. However this
efficiency consideration has limits. If the lot shape i{s chosen very long and
narrow the quality of the housing environment produced will suffer. In adlition
a long narrow lot leads to undesirable interior room layouts. Currently ANHI
tends to design its smaller lots at 7m by 10 or llm, or 8m by 12m. Larger .ots
might be 10 by 15m, and villas even larger. This ratio of depth to frontage about
1.5 leads to good interior layout and acceptable lengths of infrastructure per

lot.

Lots are grouped into small blocks, with pedestrian streets in between,
with vehicular streets around groups of blocks and access ways. The width of
pedestrian roads are stipulated by Municipal regulations, usually at twice the
height of the housing to be built. The wajority of ANHI house plans call for -2
story dwellings, with a height of 6m. Thus the pedestrian roadways wculd have
to be 12m, which is quite large. This would lead to a rather poor use of soil.
ANHI has found that it can negotiate these factor, and by keeping the blocks
small it can retain most pedertri. access ways at 6 to 8 m width. Note that this
is a significant improvement over the informal housing areas where such lanes

are typically 3 to 4 m.

The resulting density of lots depends on their size. Recent ANHI projects
average about 50 lots per hectare, but this figure can increase to 70 in projects
(or parts of projects) emphasizing the lowest income market, and fall to 20 in
those areas designed to serve a somewhat higher income.

Overall ANHI has a tricky and difficult design job. On the one hand they
wish to maximize the percentage of built up land, and increasing the density
within these build areas, so as to minimize the net cost per m2 and per lot. On
the other hand ANHI does not want to push these issues to far so as to create
overcrowding, and sub-standard conditions which would decrease the market appeal
of the projects, and be against their objectives. These issues were discussed
in great detail with both technical and management staff of ANHI. The conclusion
1s that overall ANHI is finding a good compromise or balance between these two
issues. It most recent projects have reached land use factors of 558, with the
actual saleable area at 50%. The difference is due to a small portion of the
serviced land being allocated to public services sold at a price off zero), as
outlined in Section 2.3. This ratio should be used as a general target for future
efforts. Trying to push the land use factor, despite the large cost reduction,
would go too far. It would be better to purchase more land, or try to reduce
other costs, rather than pushing the land use to 60%.
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3.2.2 Road Design

Detailed engineering design works of vehicular roads are performed by
licensed Moroccan engineering firms. Based on the results of topographic and
soils studies, standard engineering formulas are applied. In general primary
vehicular roads have 2 layers of asphalt, with 2 underlayers of sand and stone.
Secondary vehicular roads often only have one layer of asphalt. Concrete road
surfacing is not practiced. Roads are designed with the proper profile for
surface run-off. No official norms exist. However, the execution of the roads
are carefully monitored ANHI, the road designers, and the Laboratoire d’Etudes
et d'Essais, as mentioned in Section 1.3.

ANNEX VI.F.7, gives sample cost breakdowns, with results showing 1738 for
leveling and grading, 43% for bed preparation and underlayments, 19% for paving,
198 for ~urbs and 2% for cther costs. Two project bids were examined closely
showing cost of 77,400 DH / hectare raw (La Butte II Rabat 1985), and 74703 DH
/ hectare raw (Oued Fes 4th phase 1987).

3.2.3 Sewer and Drainage

The designs for sewer and storm drainage systems are made by licensed
Moroccan engineering firms. In larger cities, these studies designs closely
follow the design procedures and results of existing urban Sewerage master plans.
In a number of cities the Master plans are out-of-date. Recently the Ministry
of Interior has started an program to conduct new Master plans for seven major
cities (Rabat, Sale, Casablanca, Tanger, Fes, Meknes, and Marrakech). USAID is
currently planning the support of a Master Plan study for Tetouan. In areas where
such plans do not exist the calculations are based on similar procedures as in

the other cities.

The sewerage master plans define if sewerage and drainage networks are to
be combined or separate. For the calculation of storm drains the plans define
the run-off coefficients to be used, the flows (based on 10 year, or in smaller
towns 5 year storms). For wastewater, the plans call for direct house
connections, define the basis for the calculation of effluent flow (usually 80s
of water consumption), required minimum velocities, etc. The plans often also
specify the type of pipe or drain profiles to be used, and minimum cover. Based
on topographic site details the systems are designed in conformance to these
specifications. ANHI has on several occasions asked firms to investigate whether
alternative, less expensive materials would be technically suitable, In all cases
the guidance of the Master plans has been found to be correct.

Most sewerage designs make use of standardized plans and procedures
outlined in the General Regulations of Sewerage Works ("Devis General - Travaux
d'Assainissement” or D.G.T.A.). This document was prepared by the Ministry of
Public Works many years ago. It gives precise engineering details of circular
and oval concrete drains, manholes, etc. The texts specify the required quality
of materials (sand, gravel, cement, reinforced concrete) and the required quality
assurance tests, The texts also outline precise installation procedures which
must be followed by the contractors. In fact, drawings in the back of the texts
appear directly in tender documents,
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Existence of the DGTA has not hampered the use of more modern materials,
such as asbestos cement pipe, where appropriate.

It should be added, that despite the appearance of rigid norms defined by
urban master plans, ANHI has had the ability to negotiate many of these factors
with the Municipalities. This has led to relaxation of some norms to achieve
desired cost reductions. Given the social objective associated with ANHI's
mission, the Municipalities are more flexible with ANHI designs than with those
of a private developer.

Precise unit costs for a full range of sewar network materials and
components are given in Section VI.F.7 Detailed Technical Background Details.
In addition that annex gives exemplary data on the breakdown of costs. On average
the excavation represents 22% of the costs, piping 40% and connections and

manholes 38%.

In order to understand the current designs and the cost structure better,
three construction bids were examined carefully. The projects examined included
La Butte II in Rabat (combined), the 4th phase at Oued Fes (separate) and the
lst phase at Al Ouafa in Larache. In practice most systems use ordinary concrete
pipe for the combined systems the use mostly pre-cast unreinforced concrete pipe,
but reinforced concrete Pipe where the cover depths exceed about 4m. Generally
the reinforced is used in the larger diamezer sections, closer to the outfall.
The separate system in Fes used unreinforced concrete pipe for wastewater and
rectangular storm drains cast in-situ.

The examination of these bids allowed evaluation of the efficiency of the
sewer network design. The length of drains per hectare (raw) of the networks was
calculated. The range of ratio values was from 0,021 to 0.047 with an average
of 0.035. The Bertaud Model for infrastructure planning specifies that a well
Planned network should reach 0.03 to 0.04, depending on lot shape, and site plan.
Thus these networks appear to be well layed-out.

The total price per hectare ranged from 93500 DH/hectars. ‘iarache 1988)
to 96260 DH / hectare (Rabat 1985), for the combined systems and 131,650 DH /
hectare (Fes 1987) for the total of the separate systems. Price per linear meter
ranged from 275 (Rabat 1985) ter 455 (Larache 1988) for combined systems., For
the separate system (Fes 1987) the wastewater network cost 129 DH per linear
meter, and the storm drains 176 DH/meter. (Recall that the average figure used
in the cost estimates in Sect{on 2.0 was about 350,000 DH/hectare before
contingencies, in 1989, which included drains, sewer and roads as well as a
provision for off-site sewage and drainage connection).

Given the above findings it is difficult to pinpoint areas for cost
reduction. The networks appear well layed out, and are based on reasonable norms,
which in practice allow some flexibility. One possible area for improvement could
come from the utilization of new optimization software which has recently been
issued by the World Bank. One available program calculates an optimum sewer
network design, minimizing required excavation and cover depths. ANHI may find
that the use of these programs could lead to moderate cost reductions, in both

excavation and piping costs.
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3.2.4 Vater supplv networks

In most cases, the water supply networks are designed by the Regies. In
smaller cities local networks may be run by the Municipalities or by ONEP, the
natjonal water production board. The design process reportedly follows national
norms. ANHI has no role in the design process. The Regies establish contracts
for water network construction, which are executed indeépendent of ANHI. It must
be remembered that the Regies have a full legal monopoly over the design and
execution of urban water supply networks.

It has been difficult to obtain Precise information on the design
procedures or norms used by the Regies. As will be discussed below, the bid
documents do not elaborate the network layouts, the material quantities or unit
Prices. Studies carried out by Moroccan licensed engineering firms for USAID and
ANHI for the Tetouan project (HG-001), use the following guidelines:

Service type Metered house connection
Service period 24 hrs/day

Design flow 100 - 150 1/person/day
Peak factor 3

Design house tap pressure 10 m, minimum

Design period 15 yrs

Design consumption increase 4%-5%, annually

Interviews with engineering firms who have worked with Regies indicate that
the design process is rudimentary and does not take into account computer
modeling capability which exists in Moroccan engineering firms.

In one case in Taza, the local Regie Prepared a dossier for an ANHI project
tlhiere (Massira II). The total amount of the bid was close to 7 million DH
(310,000 DH per hectare raw). Surprised by the total, ANHI commissioned an
engineering design and cost estimate whose total was 3.5 million (165,000 DH per
ha raw), about half the Regie figure.

The cost structure for water supply networks done by the Regles has no
apparent relatlon to engineering design. The cost structure is usually composed
of two parts - finitial hookup costs ("taxe de premier etablissement") and
participation in the urban network ("participation au reseau”). The first of
these charges is based on a formula which includes the area of the lot and
various undefined coefficients. The formula for the second is based on the result
of the first formula, again using mysterious coefficients and algebra. In Sectlon
VI.F.7 Detailed Technical Background Details, the formulas are displayed.

Depending on the way costs are presented, Regles will sometimes add an
oversight fee known as "peines et soins™, to cover their costs to monitor
construction, and as a hedge against faulty workmanship. It is calculated on the
basis of 20% of the materials and labor. In essence it is insurance against
future troubles. Regles can collect this for all water supply and electricity
works. In addition TVA tax is also added into the amounts that ANHI pays, and
must recover from the beneficiaries.
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Thus large sums of money are demanded, with a very unclear basis. In one
case in Larache, the total cost of water supply for a development, was fixed at
12 million DH by the Regie. By appealing to the Governor (who oversees the
Regie), ANHI asked for a re-evaluation of Lhe cost estimate. A revised estimate
came in at 8 million, with no obvious change in engineering parameters.

Clearly ANHI has a big problem with the Regiés and the water supply
networks. There are many levels of concern. First i{s the need for proper design
of the systems to appropriate norms, the second is the bizarre cost structures
imposed, and third the full monopoly the Regies enjoy. Lastly, as outlined in
Section 1.4 above, the Regles are slow in their implementation process which
can greatly delay full project implementation.

The first concern can be addressed easily. Private firms can design water
Systems correctly. New micro-computer pPrograms recently issued by the World Bank
are available to perform cost optimization of these networks. These programs are

Unfortunately, the other issues are much harder to resolve. It will take
a high level inter-ministerial dialogue to make changes to address these
administrative, and legal problems. A formula that ANHI would certainly 1like
would be the ability to contract out design work, submit the designs for approval
by the Regies, and contract-out for construction. ANHI would happily pay the
oversight fee ("peines et soins"), to get proper control over the water network
design and construction process. Of course the Regles will object to such a
formula. Overall the Moroccan government must weigh its priorities and take a
decision.

3.2.5 Electrjcity and Street Lighting

In most cases, the electricity and street lighting networks are designed
by the Regies. The design process generally follows national norms established
by O.N.E., the national electric power authority. In smaller cities, where there
1s no Regie which distributes electric power, local distribution is accomplished
by ONE directly. In practice, the technical details of the network constructed
will depend on the local Regie or ONE office.

The typical ANHI project involves a connection to a main or «ther high
voltage power line (22kv), a feeder line to the site, and distribution to several
step-down transformers (150-400 kVA) located in several small shelters spread
around the site. From there the power is distributed via low voltage (LV)
distribution networks. ONE norms define the type of poles, the allowable
conductors (aluminum or copper, bare or insulated multi-conductor), the poles
separation, and other technical details. Networks are designed on the basis of
residential power connection around 0.5 kw, which is ample for lighting and small
appliances, but not over-designed. Larger power connections are used for
residential/ cormercial and commercial lots.

24

~



On most ANHI projects low voltage (220-380 V) networks consist of overhead
lines mounted on reinforced concrete poles 10 to 12 m high. On other occasions
underground distribution has been selected by ANHI, raising costs considerably.
In the Oued Fes and Al Kora I projects, which are designed to appeal tn moderate
income level clientele, underground distribution was selected by ANHI.

Street lighting is accomplished by 125w-400w fluorescent or sodium vapor
lamps, usually mounted on the LV distribution poles. For the .ase of underground
LV distribution, the street lights are mounted on their own poles, adding an
additional indirect cost to underground distribution. Designs are based on
providing light to each vehicular and pedestrian street.

In order to understand the current designs and the cost structure better,
three construction bids were examined carefully. Two involved power distributjon
by the RED, the Regie in Rabat (La Butte II and Al Kora I), and the other a
submission to ONE for a project in Taza (Massira II).

The examination of these bids allowed evaluation of the efficiency of the
distribution network design. The length of the LV lines per hectare (raw) of the
networks was calculated. the range of ratio values was from 0.026 to 0.046 with
an average of 0.036. The Bertaud Model for infrastructure planning specifies
that a well planned network should reach 0.03 to 0.04, depending on lot shape,
and site plan. Thus these networks appear to be well layed-out. The site with
the largest value would be a candidate for cost reduction studies.

The costs of networks was also examined. The total cost in the two cas:s
with overhead distribution was 140,000 DH / hectare (Massira II Taza 1987) and
190,000 DH per hectare (La Butte II Rabat 1985), while the one case with
underground distribution cost 370,000 DH per hectare (Al Kora I Rabat 1987).
(Recall that the average figure used in the cost estimates in Section 2.0 was
244,000 DH/hectare before contingencies, for 1989, which is close to the average
of the above numbers.) The cost of just low voltage distribution was 153 to 182
DH per linear meter for the overhead cases, and 258 DH per linear meter for the
underground (all without taxes and fees).

The design of street lighting systems was also examined. The number of
lamps ranged from 8.8 to 12.2 lamps per hectare, with lamp power ranging from
150 to 250 w. For the overhead LV distribution cases the net lighting power was
close to 1300 watts/hectare, but in the other case this ratio reached 2300.
Average pole spacing ranged from 33 to 45 m.

Precise unit costs for two of these projects and others are given Section
VI.F.7 Detailed Technical Background Details. That discussion shows a steep
increase in unit prices of electricity distribution hardware over the past 2

years.

The Regies contract for outside contractors to conduct the network
construction. These costs will be borne by ANHI. But the Regies can also charge
ANHI for "participation" in a main power line, to which the ANHI project will
connect. For the case of Rabat, such calculation were based on the kw drawn by
the developments. In other cases the basis of the calculation is unclear.
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In charging their costs to ANHI, the Regies will add a oversight fee known
as "peines et soins", to cover their costs to monitor construction, and as a
hedge against faulty workmanship. It is calculated on the basis of 20% of the
materials and labor. In essence it is insurance against future troubles. Regies
can collect this for all water supply and electricity works. In addition TVA tax
is also added into the amounts that ANHI Pays, and must recover from the
beneficiaries. to

In conclusion it seems fairly clear that the eiectricity networks are well
layed out and reasonably well designed. Overhead LV systems are far less
expensive than underground, and still conform to national norms.

3.3 Cost reduction potential

From the review above it is clear that there are some areas where cost
could be reduced by modifying norms and some where there is really nothing to
be gained. It seems that nothing much will be gained in the spatial planning
area, without significantly impacting the quality of the resulting housing
environment. However the costs of the infrastructure networks could be greatly
improved, especially in the water supply area.

If we postulate a variety of Plausible changes, we can estimate a reduced
cost of land development. First we will assume that the water system costs can
be reduced 50%, through proper design and more rational pricing. Next if we
assume that ANHI can obtain better control over the installation of the water
networks, this will allow more efficient installation of the road and sewer
networks. This savings ccmbined with careful sewer design (length per hectare,
careful study of combined vs separate) couuld lead to a 15% reduction in road,
sewer and drainage costs. Lastly through use of strictly overhead lines and
careful design of network lengths, we can estimate a reduction of electricity
/ street lighting networks at 15%.

These assumed changes can be entered into the 1989 costs in the cost Table
in Section 2.0, and a new cost of land development found. The result is 1,580,000
DH per hectare raw, a reduction of 14%. This would translate into a cost per m2
(@land use of 558) of 287 DH instead of 334. Taking a more conservative
estimation of simply reducing the water supply cost 408, the net improvement in
land development costs of 6%. These reductions are not very stunning, but given
ANHI's experience to date, we could not have expected an enormous cost reduction

potential.

Section VI.F.7 Detailed Technical Background Details discusses some other
potential areas of cost reduction. For instance it suggests the possibility of
increasing the land use factor, but as has been discussed above, ANHI is probably
already at the desireable limit. This Annex suggests that cost reduction could
possibly be achieved via careful selection of land, with good soil conditions,
with favorable topographic profiles, minimizing grading and leveling costs, and
lastly land close to existing infrastructure networks which will reduce off site
connection costs, :
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One possibility which offers interesting potential, but requires more study
would be the sale of partially serviced lots to privet developers, for the
completion of the lots and houses for direct sale to beneficiaries. A firm could
by the land and the right to develop a block or group of lots, under conditions
and monitoring imposed by ANHI. By constructing houses and ail secondary
infrastructure at the same time, considerable savings to the consumer could
result. This plan would lighten the Project burden oni ANHI, allowing them to
develop more projects. The potential cost savings to the target population will
have to be balanced against the extra monitoring requirements, and potential

problems with private contractors.

Another possibility for cost reduction would be car=ful study of lot shape,
block design, and development layout to minimize the length of infrastructure
and perhaps increase land use slightly without impacting the quality of the
developments. To date, ANHI and its architects and engineers do not employ the
Bertaud Model techniques which have potential for cost reduction along these
lines. At this time it is impossible to predict resulting costs savings, but
there surely would be some possibilities here.

3.4 Conclusions on Norms, Standards and Cost Reduction
__—“—h_\_—_

The overall conclusion of this discussion must be there exists modest
possibilities for cost reduction through modification of the standard ANHI land
development process. The direct cost reduction potential is on the order of 15%,
which should not be surprising given the experience ANHI has had to date. In fact
most of the cost reduction potential relates to aspects of the land development
process which are currently out of ANHI's control. The main area of concern stems
from the irrational design and Pricing policies of the Regies, especially

regarding water supply.

Specific recommendations regarding these issues include:

1) A high level policy dfalogue should take Place under the project involving
ANHI, the Ministry of Interior, the Ministry of Housing, and the Regles,
regarding their network pricing policies, and monopoly control over all water
and electricity works. A potentially workable formula would be ANHI being given
the ability to contract out design work, submit the designs for approval by the
Regies, and contract-out for construction. ANHI would probably have to pay the
oversight fee ("peines et soins"), but would get proper control over the water
network design and construction process.

2) Technical assistance, training and study activities including:

* A training seminar for engineers from ANHI, private engineering firms and
the Regies, on a new series of computer programs recently issued by the
Wor'!? Bank on optimum water and sewer system design.

* Training for ANHI engineers and private architects on the use of the
Bertaud model for development design. It is possible that use of these
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types of models could lead to improvements in such areas as lot, block and
site design, infrastructure lay-out, etc.

Other detailed studies on technical aspects of ANHI infrastructure.
International experts with experience in a number of countries may have
design improvements or other expertise to lend. Such efforts could take
the form of detailed studies in Morocco, or: study visits to other
institutions in other countries. '

Examination of the possibilities of sale of partially serviced lots for
completior. by private developers.
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1. ANHI ACCOMPLISHMENTS AND PROSPECTS:

The ANHI project “"pipeline” has been evaluated at 47 operations which were
identified as of the end of 1987.

Since its formation in 1984, ANHI has been assigned apporximately 30
operations that have been approved by its administrative board. Of these
projects, 5 will be carried out in 2 or more phases which brings the actual
total to 37 projects involving the introduction of services to 1446 hectares*
and the commercialization of 53,850 plots* equipped for an estimated
population of 700,000 people. The average project surface area is 40 hectares
with a median of 20 ha.

All these projects are in either design phase (19 operations) or in
construction phase (18 operations) as of 1985,

As of the end of 1987, the majority of ANHI's projects (33) were managed by
delegated owners representatives (MOD) through the Provincial Housing

Delegations, particularly for the implementation of all the infrastructure
equipment (access roads, sewer/storm water, drinking water, electrification

and cadastral survey).

Only one operation (that of Oued Fes) was managed directly by the owner (land
aquisition, laying on of services and commercialization). Throughout the next
3 years, ANHI intends to increase this number to around 10 projects, some of

which are presently at the stage n® land aquisition negotiations (Beni-Mellal,

Larache, and Kenitra).

The PDU of Dersa-Samsa (HG 001) 1s a special case because ANHI is only
supplving technical assistance to the Municipality of Tetouan, and it concerns
an integrated operation (Upgrading, Prevention and Development together).

Furthermore, the 37 approved operations can be divided as follows:

~13 Very Low Income Housing operations: the average project surface area is
13.45 ha; the average size per plot is generally less than 80 m2; these
projects are primarily reserved for the rehousing of "bidonville” or
shantv~town dwellers,

-8 Middle Income Housing operations-H.B.M.: the average project surface is
36.83 ha; the average size per plot varies betweer 100 and 120 2 and includes
a small number of lots allocated to villas or apartment buildings. These
projects are publicly advertized on the real estate market.

-13 Integrated -peratione: the average project surface area is 69.0C ha
comprising plots for Very Low Income Housing or for rehousing from
“"bidonvilles", for upgrading, for Middle Income Housing as well as other types.

-2 Upgraiing operations: mainly involving the implementation of additional
infrastructure equipment at presently lived i areas.

®*inciuiing 340 hectares and an estimated 1C.00( plots of the P.D.l. in Tetouarn
ir which ANHI is only contributing technicail assistance to the Murnicipality.



CHART No .t

Number of operstions (including phases) identifNed from 1984 to 1987:

" ANHI ACCOMPLISHMENTS AND PROSPECTS (1984-1990)

47 operations

(1984 T 1985 |~ w1 %7 Trin 1967][ 1968 | 1989 | 7990 ]
APPROVED OPERATIONS
- Number of opérations Tots! 3 10 6 10 29 1711121 | 17711177 /1717117
roved by Bosrd By phase 3 14 10 10 37 10 10 10
- Project Ownership Houslr_’o_g Deleystions 3 10 10 10 33 1171111 1 1717177 /1717117
(By phase) Local Governments - 2 - - 4 1171771 | 1277177 17/1717
ANHI - 1 - - 1 (1) (4) (S)
- Technical Assistance - 1 - - 1 1111711 1 1211717 171111/
- OPERATIONS BY DESIGN PHASE 4 9 13= 11 37 11117711 | 1727717 /1717117
= Corresponding totsl surface sres 78,20 | 135,57 | 56525 666,9% |1 445,92]{7777777 1144112 11144711
= Number of plots Involved 4713 6 749 20 224 £2 165 _msn 1011111 | 1771717 171717/
OPERATI UNDER CONSTRUCTI .
= Number of operations under construction - 4 6 8 18 11 (a 13 (a) 10
- Type of operation Rehousi - 1 2 3 6 3 1 111111/
HBM - 1 2 2 S 2 2 1112277
Integrated - 2 - 3 S (<) 9 /1/14¢17
Upgrading - - 2 - 2 - 1 1711717
{=Corresponding gross surface ares - 78,19] 156,56] 14573 380,48 12324 | S82.7 [r7777777
~ Marketable surfsce ares - 35,01 72,85 72,75 180.61 ? ? //11/1/
- Number of piots under cor “truction - 473 4704 7819 17 236{| 4402 12032 ()| 4000
= Number of plots allotted - 4142 4186 4 804 13 132 ? ? ?
= Number of plots delivered - - 1321 4 754 6 275]| 5300 S 500 6 000
MANAGING Management 4 7 9 12 12 18 20 22
PERSONNEL Other 6 11 14 18 18 22 25 28
(Accum. number) Total 10 18 23 30 30 40 45 0

() Including sn estimated 10.000 plots of the PDU in
plots for rehousing/Up

(* =) Opérations which include

Tetouan (Technical sssistance)
grading ss well as stendsrd

(a) Including operations that are identified by the Bosrd but not yet spproved

(b) Including the mMajor Kenitrs orojects that will most likely be corr|

( 4) Palative to operastions aporoved before 1988

ed out in severs| pheses (Aress greater then 100 hg)

Teken from ANHI 1987 Annusl report
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ANHI's ability to intervene in diverse ways gives it a greater flexibility'in
sales/production through croas-subaidig}ga within a given project or city; 1t
therefore has positive effects on the leng*h of construction time needed to
fully service a project, thereby facilitating the "bidonville" dvellers"
accession to proprietorship, these being in majority low income families.

After 3 years of activity ANHI has not yet been able to develop an annual
rhythm of getting projects underway, especially since this depends on the size
of the operation and the number of construction phases involved; the smallest
area observed was 2.25 ha at Oued Zenm and the largest was 101 ha at Oued Fes;
the average being 21 ha per year*;

However, the av:rage number of Plots that annually went under construction
since 1985 1s 5700 units. It is more than likely that this average will be
maintained throughout the next 3 years with the exception of the P.D.U. in
Tetouan for which a special organizational structure was implemented.

An equivalant average number of plots delivered annually by ANHI to {its

clients is anticipated; around 25,500 plots per year through 1990. During 1986

and 1987, 6,275 fully serviced plots were delivered. ANHI expects an annual
rhythm of production that will service and deliver approximately 8,000 to
10,000 plots or a mid-term basig. Arpendix 7.1 gives a chart outlining the
estimated delivery of plots for 1986 through 1993 on all approved projects.

These estimations were taken either from ANHI's figures or from P.E.R.T charts.

It should be noted that as a result of being a young establishment, and in
view of the extent of its involvement (mainly in projects managed by owner's.
representatives which focus on the need for low income plots, rehousing plots
and H.B.M.), the programming of ANHI activities remaips empirical and does not
extend beyond 2 years, and that, with much uncertainty and subjectivity.
Technical assistance could be provided by USAID to this end, or at least to
projects directly managed by ANHI,

Concerning the financial picture of ANHI production, chart No. 2 furnishes the
basic data according to category of operation (owner's representative,
integrated or partial projects, those proper to ANHEI, and the Tetouan case).
In Appendix 7.2, a similar chart provides data on a vearly basis from 1984 to

1987,

The overall estimated cost for carrying out the 37 approvec projects is 1,712
MDH of which 168 MDE are land costs and 1,164 MDK are ANH: appropriations,
Here following, the unit costs for different project components will be
exacined as well as ANHI's cost price amcd sale price per fully serviced plot.

The commitment fee was approximately 20X of ANK: appropriations as of Dec. 31,
1987, but 1t exceeds 60% for the projects that have been unier c‘.struction
since 1985 (see chart No. 2).

The payment rate on all commitment fees is around 53%, and it is 55% for
projects under construction.

The bulk of acquired receipts i1s essentiallv derived from bereiiciary advances
(85%) followed by appropriations from the state's general budget (14%).

"Average value adopted fo- P.E.R.T. chart (see chapter 2)
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CHART No.2 : FINANCLAL SITUATION BY PROJECT OWNERSHIP (in thousand DHS)

| Jint. 100 (1)]Part 10D (2)0p Prop. 3)[Toch. ass. @ Tow ]
A/ CHARACTERISTICS
Al- OF OPERATIONS 2 6 } 1 37
A2~ OPERATION 10 3 - - 13
S 3 { - 9
integraled 13 - - 14}
Topgatng | - - - 1
AY- 6ROSS SURFACE AREA 933,25 .72 101,00 340.00] 1 44597
A4- NIBER OF PLOTS PROECTED 37 4 206 10 S3 851
AS- OP. IN DESIGN PHASE  [Number 18 0 0 1 19
Ares 75,49 0,00 0,00 340.00] 1 065,
A6- 0P, UNDER CONSTRUC. [Number 1" 6 ) 0 18
Ares 202,76 7,72 101,00 000 38048
B/ FINANCIAL SITUATION
B1- TOTAL EST. COST Tota! 1131616 7559 14459 390000 1711672
of which Landcost -] 11881 21 21 14041 14500] 168
of which AN Approp. | 1010 178] 4061 100 13 374 1164 209
B2- CONTRACTED Des 5 1 881 4448 12
COMMITMENT s 114 26 062, £ 611 186 671
Others® 9 505, 2201 20 227 6533 38
Totsl 130 197 301 65 10961] 2371
Commitment rets (B2/ANH! Approp.) __12,89% 7422%|  6581%]  82.11%] 2037
B3- PAYMENTS MADE Design 5 962 1 | 5
Works 99 356, 11 ! 99 382
Others® 20 262 ! ! 20 277
Tota! 125579 13 2 1] 125622
Payment rate (B3/B2) 96.45% 0.04% 0.04% 00181 52978
B4- RECEIPTS Ben. Advances| 128 ] 40} of 126714
ACQUIRED |62 Approp. | " 218 - 2 o - - 4 ae
. Other® » 1 040/ 0 of - o
Totsl 151 499] 20 40 4 151
Cosl Recovery rate (84/82) 116,36% | 0,078 | 0,06% | 0048 | 6391%]
B5- Total projected pre-financing resources: 1182 430
broken down as follows. Bénéficiary sdvances 1 136 467
6P. Appropristions 35 969
Other® 9994

(*) Commercia: costs. programming, cross-subsidy fund, ANHI intervention, VA T.,...
(**) Cross-subsidy benefils, loca! government subsidies and olher

(1) Intégrated operations in HOD - All works supporied by ANHI

(2) Parlis! operations in MOD - Certam works initiated by project owner
(3) Opération proper Lo ANHI
(4) Technical assistance to Tetousn Municipality

N
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Pre-financing of the servicing of a project by its beneficiaries has become,
especially since 1986, the principal rule before any construction caa be
initiated at the site. In addition, the difficulties encountered in the
collection of receipts by project owners, the lack of direct control by ANHI
on the procedure of recovering these receipts, and the absence of a revolving
fund from which ANHI can carry out or complete various works breaks the rhythm

of delivering serviced plots.

These are some of the common bottlenecks in ANHI's production cycle for
servicing plots that were identified in most of its projects. To these can be
added the difficulties encountered by project owners during land acquisition
proceedings.
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2. PRODUCTION CYCLE AND P.E.R.T. CHART:

The production cycle in direct project ownership (as recommended in the scope
of HG 003 loan) can be defined by 5 components (project identification, land
acquisition, design, comstruction wvorks, and commercialization). Thege
components can then be further subdivided fnto 2 or more steps which are
either sequential or floating (see chart No. 3).

The theoretical production cycle that was studied begins with project
identification and ends with the establishment of individual plot titles; 2
subsequent steps to this last one are cousidered to be of uncontrollably long
duration or very long duration (5 years) and are: individual plot development
and furbishing of accesses and surroundings.

On the basis of these components and steps as defined, a study was conducted
on 4 ANHI operations * that are either completed or approaching completion
(ranging in size from 10 to 25 ha). The object of this study was to determine
the completion time of the major steps involved as well as the bottlenecks
that may have been the cause for exceeding their projected time Iimits.

However, seeing that the majority of ANHI's projects are carried out by
delegated owner's representatives, only 3 components directly concerned them
(project identification, design, and construction). The other 2 steps, land
acquisition and commercialization, fall under the responsibility of the
project owner with limited assistance from ANHI, namely in the managing of
pre-financing funds (beneficiary advances) that ultimately bear on the
completion of design and conmstruction.

In order to establish a theoretical housing development cycle that is
complete, all the various components were used from 2 operations managed
directly by ANHI (Oued Fes in Fes and Massira in Ben! Mellal) as well as from
similar projects carried out by other specialized organizations (Provincial
Housing Delegations, E.R.A.C.,...).

2.1 Theoretical housing development cycle:

Tne P.E.R.T. chart as Proposed, was applied to ac integrated project under
direct management by ar organization comparable to ANH' and having an average
superficial area of 20 ha (all components and steps included). A similar
approach. was reworked for a 100 ha project to be carried out in multiple
phases (5 phases at 20 ha). The method used ecablec a quancitative evaluation
of the project completion time and defined the "critical path” leading to it
(completion being the establishment of a plot title by the beneficiary-step
€6). It resulted in ar optimisation of the production sequence while taking
into aczount various bottlenecks that comzonly occur.

*Al Oocs. Taza lst phase (23.59 ha). Butte 11, Rabat (15.76 ha).
Massira, Machraa Belksiri (10.00 ha). Massira, Taza (22.59 ha).
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CHART No.3 : SEQUENCE OF START UP AND COMPLETION OF STEPS (20 ha Project)

COMPONENTS No | Time {Prev Step Stert Completion | Mer- .
AND STEPS (mos) | 1t | 2nd [Early [ Late [Early | Late sabilil
'[gno.:crmwmrm-llltzl-]-l-lll-]-l-]mﬂ
LAND ACQUISITION
- Provisions! sutorizetion” (s) | F1 2 | - 0 0 2 4 2 JAUTOR.
= Negocistion snd purchese F21 4 | - 0 0 4 I¢ 6 | PROP.
L=_Property registration (b) 3] 1 jrelre] 26| 0 | o] @ ] Lo
DESIGN
- Survey/Awerd of conlract El 1 FrLl1fF2) 2 4 3 SS 1051 ANHI
- Survey/Fleld works €21 3 €1} - 3 55 6 95 I_JENG. ¢
- City planning/Award of cont. | €3 | 2] - S 8,5 6 10 1 05 | ANHI
- City planing/Design 4] 3 €3] - 6 10 9 1S ARC.1
- City planning/Approval £S 2 £4 - 9 15 11 18 1 _]CP Dep
- Roads & Sewer/Award of cont.] £6 | E4 | 5 10 17 ) 185105 | ANMY
- Reods & Sewer/Design 7] 3 €6 | - 1 1185 )] 14 1235] 2 |enc2
- Arch. & Eng./Award of conl. 4] | T2 - 22 1315] 23 33 £5 | ANHI
- Arch. & Eng /Design €91 S 61| 23 33 26 40 2 {ARC2
- Other design Elo] - fe4ajes] v ] 2t T -1 28 | 10 [ews 3]
OFF SITE WORKS
(- Roads & Sewrr/Works Il 3 TuleTs] s 8 1 2 T 1 Teaw]
IN SITE WORKS
- Roads & Sewer/Award of cont | T1 1 €7 - 14 | 235 1S o) 05 | ANHI
- Roads & Sewer/Works T21 1L (T ] €2] 15 25 26 38 2 ] CON.I
- Water/Estimate TS 4 E6 | E4 14 22 18 28 2 JUTWL.1
- Waler /Works T4 N 13| T2 18 28 24 36 2 _jum .t
- Electrification/Estimate TS 4 F6 | E4 14 22 18 28 2 lutiL2
~ Electrification/Works 6] 6 S (T2] 18 28 24 36 2 jutn 2
- Boundary/Award of cont. 17 | T2 176 ] 24 | 45| 25 36_10S| A
- Boundary/Works T8 3 17 - 25 36 26 40 ! JENG 4
- Furbishing of surroundings (¢) | T9 | & 191 ¢8| 28 40 33 92 | 65 | CON2
COMPERCIAL IZATION
- Identif . of beneficiaries Cl 8 | - 1 5 9 1S 2 | ANHI
~ st payment by bénéficiaries | 2] & 41 - 9 1S 15 33 12 | BENE.
= 2nd psyment by bénéficiaries 3 6 Y4 ] T6 18 28 24 46 12 | BENE
~ Final payment C4| 6 T8 | - 26 40 34 87 4] | BENE.
- Delivery of plots S| 6 1caf -] 28 4 34 €7 | 41 | AWl
- Individual plot deeds (d) C6 1 ¢S|iT18] 28 4 2 87 | | LO
- Plot development C? 1S €S | T6 29 - &2 44 104 45 | BENE

(* ) Includes identificelion of sile and financing sources

(a) Yielding of 1and Lo project owner in order Lo engage Lhe operabion; process begun during 1denlification

(b) Establishing a master properiy title in the name of the owner

(c) The furbishing of accesses can be started before receplion of the howsing project by the local
government and st the Islest when 70% of the plots are developed

(d) EsLablished by “Conservalion Fonciére® or Land Office (L {0.) at the beneficiaries request

\‘\\'
\



-8 -

The proceedings and results are as follows:

1. The 1identification of all components and steps that are inter-related for
the carrying out of a given project. These steps bear as much on the actual
design and construction phases as on decisions relative to contracts, their
approval and their awarding. '

The “project identification” component which generally includes gite
reconnaissance, defining the program, identifying financing, and obtaining
ANHI board approval of the project, 1s considered, for our purposes, a
completed step before implementing the P.E.R.T. chart.

The steps that most easily affect the “normal” ({.e. according to the
pre-determined time limits) execution cycle often involve activities in which
outside administrations must intervene (approval of city planning design by
the appropriate administracion, the establishing of estimates by the water
and electricity companies) or the project beneficiaries {the different
payments through to the final one which then glves access to delivery of the
plot). Concerning multiple phase projects, it should be noted that land
acquisiton and design are carried out for the entire project contrary- to
construction and commercialization which are completed by phase. The steps
implemented in this case are the land developwent phases.

2. The identification of the relationship between each step. This clearly
defines, for each step, those preceeding it, that is to say those that must

be initiated before the completion of the previous ones. This is partucularly
true in the awarding of design and conitruction conrracts.

Other steps can be initiated on the basis of preliminary information which at
the time can be considered incomplete. This 1s the case of obtainin
estimates and design for water and electrical services on the basis of the
unapproved city planning desigo alone, and before completion of the roadway
and waste water design.

Ultimately, in the scope of ANHI's activities, the roadway works and other
services will alwavs depend heavily on the commercialization steps, namely
concerning the final payment before the Plot can be turned over to the
beneficiary.

Graph A (appendix 7.3) illustrates the different relationships between the
executiorn steps of a 20 hs project and shows the “ecritical path” of the cvcle.

In a multi phase project, all design (except possibly architectural design) is
coapieted before proceeding to construction. The “critical path" of the

constructioc phase remzins dependant on the drinking water and electrificat‘on
works (monopolized concession of phases 2,3, and 4 (see graph B, appendix 7.3).

3. Tne estimation o: the completion time for each step, expressed in months,
was based on accomplisnec worke by ANKI, on discussions with ANHI project
managers, on similar operations by others in Morocco, and lastly on the
estimation of works tc be executed. For eacl step or phase, a "normal” or
"actual” (considered minims)) completion time was determine?, as well as a
corresponding time extensior margin whick thus gave the maximum completion
time.
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For 20 ha, the “critical path” analysis indicated that the total completion
time (up to the complete development of plots) for a housing project with an
average area of 20 ha can vary beiween 44 months (minimum) and 104 oonths

(paxioum).

The land acquisiton phase can last from 5 to 12 months if the various
properties making up the project are already registered (it becomes a question
of simply updating the property title); In the face of the many real estate
problems that can be encoutered when working on state projects, this phase can
lead to initiating the design work on the basis that ANHI, being an .
adoinistration, can benefit from the "affectation de principe” while waiting
for the land purchasses to be legalized, and this through the support of the
local authorities. Furthermore, ANHI can decide to buy land from private
proprietors without the State Property Services (Services des Domaines)

intervening, and at current market prices.

The design and construction phases (without taking into account matters of
landed property end commercialization) can last 26 months minimum and 36
months maximum (with all margins accumulated). These figures were arrived at
by applying the relationships and sequences previously defined.

The commercialization phase is very difficult to assess chronologically. Its
duration, theoretically, extends far beyonl the physical works of the project
1f one includes the element of outstanding unsold plots. It {s currently
accepted in Morocco that on the average, a housing project is not fully
developed until after 4 or 5 years. It was on this basis that the payment
times were estimated on which depend the delivery of plots and their
registration by the project beneficiaries. 1In this case, it is important to
develop a system that would penalize the attributors who have not completed

their payments.

Concerning the development of individual plots, it is recommended that ANYI
(in coordination with local authorities) retain the right to grant the
"Administrative Certificate for obtaining a building permit” in case there are
delays noted during the various steps of land acquisition.

Chart No. 3 furnishes for each step, the "normal" completion time, the numbder
of prerequisit steps, the chronology of both th. eariiest an? latest time for
start up and completion, the time extecsion margin, ac weil as the
organisation that is directly responsible to carry ou: anyv giver step. 4
corresponding chart is given in Appendix 7.3 whict ceiines the segjuences bein
considered followed by an executior schedule outlinirg “normz!" an¢ "late”

completion times.

For a multi phase project, chart No. 4 provides the saze date. In this case
the design component lasts between 19 and 27 monthe: tie wirke component
betweer 34 and 45 months with each phase b..ng execute: in ar averape time of

13 months.



COMPONENTS No | Time [Prev. | Mar- | Respon-
AND STEPS (mes)] st | 2nd Earty | Lote | Earty [ Late sability
lgaucruntmrm-]alg_l-l-l-l’- - -1 - Taw]
LAND ACQUAISITION
- Provisionsl sutorizetion® (a) [ F1I | 2 i - 0 0 2 4 2 JAUTOR.
= Negocistion and purchese F21 6 | - 0 0 4 10 6 PROP.
= Property ragisirsiion (p) i 2 iF - 4 10 6 13 ] L.0.
DESION
= Survrey works Ell SIFI] ¥ 2 4 7 11 2 A
| - City planning/Design €21 72 | Ei - 6 10 13 2 3 ARC.
|~ City planning/Approval E31 2 | €2 - 13 20 1S J 23 i G’g
~ Roeds & Sewer /Design €E4] 72 1 €2 ] €3 14 2 |21 31 2 | ENG. 1
- Wster & Electrification €51 S E2 E3 16 _24 2) 3i 2 Utk .1
- Other design 6] - £2 | E4 15 23 - 31 8 | ENG.2
JHFF SITE WORKS
[ - Rosds & Sewer/Works ] aTe -l 2] 2 T2 3T fcont.1]
ON SITE WORKS BY PHASE
= Isl phase: VRO works/Sur(¢) [T10 14 | E4 - 21 31 35 40 3 |JCONT.2
Waler & Electrif. [T11] 6 €5 €6 25 35 31 &) 2 UTL.
Delivery T12] 6 JTwojlrnl 35 48 4) o4 2 | AN
- 2Mphasezvm\vorts/&my T2 13 |TIH]| ¢e4a ] 27 39 LY S5 3 JCONT.3
Waler & Electrif. |T21] S ™ - 3i 43 36 S0 2 Umn.
Delivery T22] 6 {T20|{T21| @@ SS 46 101 4 | A
- 3rd phase. VRD works/Survey |T30! 13 | T21 | €4 | 32 %% S 62 3 |CONT. 4
Water & Electrir. [T31] s {21 ] - 3% S0 4| 57 2 ume.
Dellvery 132] 6 I3 & 62 bl 103 40 ANH
= 4th phase VRD works/Survey (T40| 13 | 131 | €4 | 37 S3 S0 69 3 |[CONT S
Water & Electrif. [T41| s 133 - 4] S? 4% 64 2 UTiL
Deiivery T42] 6 | 1490 ]| 141 ] S0 69 56 11S | 40 | AN
- Sth phase. VRD works/Survey | 150 13[T4 ]| 4 | @ 60 55 76 3 |CONT.6
Waler & Electrif. |TS)| S €5 | €6 | 46 64 S1 71 2 und
Delivery 52 6 j1s0frs1] 35 76 61 122 40 ANHI
(® ) Includes IdentiNcation of site and Nnancing sources
(a) Yielding of land Lo project owner in order Lo engage Lhe operabion; process begun during idenLificalion

(b) Establishing & master property titie
{c) VRD slands for Access roads and other utility grids

in the name of the owner
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2.2 The state of ANHI projects:

Relative to ANHI's activities, chart No. 5 gives the design and construction
steps in their order of execution for an operation under a delegated owner's
representative. It also reveals the average estimated and actual coupletion
times for each step and the main bottlenecks encountered.

Although it 1s difficult to make a synthesis on only 4 operations which have
not yet been completed and which involve ANHI under particular conditions
(ANHI start up program, operation initiated by project owner, influence of
Local Authorities in shanty town reabeorption,...) one can however draw out
the following observations:

— Average completion times: Except for architectural design and the
electrification works for which the forecasted completion times were slightly
overestimated, the remaining steps seem to correspond to “normal” or :
unobstructed execution.

CHART No. 5 : DXECUTION THE OF DESIGN AND WORKS AWARDED BY ANHI

STEPS AVERAGETRE | Margin (BSERVATIONS
(in order of sxecution) Forecasied | Actusl

1- Surveying works - - = |initisted by Uw project owner
2- CRy plenning design - - -

Roeds, Sewer ! Aw. - 35 -
4- Roads, Sewer design 3 5
5~ Roeds, Sewer wurks / Aw. - S = |Approv. & Comemer. Probs
0- Roads, Sewer/ works 8 18 10 _|Conlr., sils, comm. prohs
7- Waler /estimete - 10 = [Witity co. reply
8- Wster /works 6 15 9 1OfT site prods. underes
G- Cadesirsl Survey/Aw. - S -
10- Cadestra! Survey/Works S i 2
11- Architecture/Award - 2 -
12~ Architecture / 6 4 -2 |Desdline overestimet
13- Electricily Zestimete - S -
14~ Eleclricily/works 12 9 =3 Deadtine overestimet

There are however, important deadline violations among these steps which vary
from 2 months for design to approximately 10 zonths for construction. They
are related, on the one hand, to technical difficulties encountered during
construction (topography and off-site works in the case of Al Qods in Taza lst
phase, for example) as well as the monopoly held by the water company (Régie
or ONEP) and electricity company (Régie or ONE) and on the other hand, to the
policy of complete prefinancing of the various project works by the same
beneficiaries.

At the momeﬁc, after the 3rd year of construction, no ANHI operation can be
considered completely finished (total delivery of plots and their subsequent
development) with the exception of Butte II in Rabat.
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-Sequence of design steps and construction: As was specified above, in
establishing the production cycle for a housing project, the sequeace of steps
plays an important role in 1its completion time.

Chart No. 5 gives the order in which steps were executed for the ANHI projects
studied. The existence of much down time between steps was noted. In the
case of ANHI projects, the sequence of 8teps remains very closely related to
the commercialization component because start up of design and construction
are generally dependant on beneficiary prefinancing.
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3. TECHNICAL PROJECT RATIOS
3.1 Average consistency:

It ehould be restated that the average size of the 18 ANHI operations under
construction since 1985 1s in the order of 20 he. - The minimum size is 2.25 ha
(at Oued Zem) and the maximum is 101 ha (at Oued Pes).

The average coefficient of ground use (CGU) on the 18 operations studiec is
47.82 and 18 quite close to the proportionp of marketable land (47.5%). The
CGU fluctuates considerably according to the nature of the project (rehousing,
HBM and integrated operations) and according to the volume of public

equipment. The minimum CGU encountered was 38.8% at Butte II in Rabat and the
maximum was 57.42 on the Oued Eddahad project in Oued Zenm.

Low income housing plots (rehousing plots and HBM) represent about 90% of the
plots delivered by ANHI. The average distribution of the “"useable surface
area” for the principle types of plots throughout the 18 operations is as
follows (see charts No. 6, 8, and 9):

-Rehousing plots represent 40% of the "useable surface area” for about 562
of the plots; the average plot size is 74 m2 (varying between 55 m2 and 100
m2).

-HBM plots make up 30% of the “"useable surface area” for 34X of the total
nunber of plots; the average plot size is 105 m2 (varying between 60 m2 and
180 m2).

-Plots reserved for commercial equipment with 132 of the "useable surface
area” and 3.72 of the plots; the average plot size is 65 m2,

CHART No.6 : AVERAGE GROUND USE

CATEGORY OF GROUND 2 2 Plot Sizes (m2)

OR PLOT USE A Plots cauy Aversge  IMinimum  Meximum
Rehousing / Very Low inc. 56.,0% 39.7% 4 55 100
Hiddie inc . housing HGM 33.6% 29.7% 105 60 180
Villes 46% 4,3% 292 180 bt
Apartment builgings 1.6% 6.6% 314 150 LY,
Commercial equipment 3% 12.8% 65 20 7 sew |
Socio—colleciive equipment 0.5% 4.7% 1720 0. 1wt R

— Tolal] _1000% | 100,08 - T - i T

3.2 Housirp densitv:

Fer housing plots the Bgross average densitv is 43 plots per hectare. The ne:
censity (comprising only surfaces for nousing plots) is 100 plots per ha. It
does vary according to the design anc nature of the project. The minimum
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value encountered was 19 plots/ha (gross) and 60 plots/ha net (the case of
Oued Fes, 101 ha). The maximums were 65 plots/ha (gross) and 125 plots/ha net
(the case of Massira in Machraa Bel Ksiri, 10 ha).

According to the nature of the projects studied, roadways occupied anywhere
from 15 to 252 of the total project surface area and pedestrian accessee
between 20 and 30%. Chart No. 7 illustrates the case of 3 ANHI operatinns.

Considering the requirements which are in effect, an optimal use of ground
surface can be recommended according to the different categories of usage
(roads, pedestrian accesses, etc.), and the nature of the project:

NATURE HOUSING ROADWAYS PED. ACCESSES

100% HBM 45-55 2 15-20 2 20-30 2

Mixed (HBM, 60-65 2 20-25 2 15-25 2
villas...)

CHART No. 7 : EXAMPLES (F GROUND USE CATECORIES (in 8)

AMAL MASSIRA AL QODS |
(Bouznike) 04, Belksirl) (Taze)
[Type of rosdwsy ] swizm ] 82sm | 12141620 1
HOUSING 14 190 o%] 513% s1%] 114200 4%
EGUIPMENT  Merketsble 450 5% 1990 2% 7 600 9%
Non marketsble 1020 0 12 600
ROADWAYS 4 300 148] 26 410 2% 49100 21%
PEDESTRIAN ACCESSES 10 130 322] 20220 208] 55660 23%
TOTALl 30170 icoX] 100000  1008] 239360 100%

CHART No.8 : A FEW EXAMPLES GF PROJECT CONSISTENCY

PROECT Tols! [Number| K tarkelable sres occ. plot type | C.6.U. [Plol/he

area (ha){of plots [Rehous.| HB M. [Other hous | Equip. | (X)
MASSIRA (MB. Ksiri)] 10,00 708 84,6 11,7 - 3,71 SS% § 70.80
AL Q0DS 1o Ir. (Kour.)] 28,70 | 1763 54 W1 - 55| 46% | 61,40
AMAL (Bouzniks) 3.05 206 9%.6] - - 3.4] 4% |67,2

AL KORA to ir. (Rabet} 5,78 275 $7.7 6,7 32,4 3,2] 9% | 47,60
AL KORA 2e¢ ir (Rabet} 7,70 506 672] 154 105 59] 4% |6570

OHAR LAKHMIS (Fés) | 10,15 | 499 80,3 - 19.7] 42% | 49,40
BUTTE Il_(Rsbet) 1576 | 795 88,5 83 - 3,2] 36% | 50,40
HMASSIRA 1l (Taza) 2239 | 634 - 4.6 4.4 8.0] 528 | 28.00
OUED FES (Fés) 101,00 | 2062 - 34,7 342 31,1 &% | 2049

CHART No .9 : A FEW EXAMPLES OF LOW INCOME PLOT SIZES

OPERATIONS X Markelable area/Thot size Fronlege
<70 71-80 81-90 | 91-100 »100
MASSIRA (MB. Ksiri) 67,8 3.9 158 - 125] 11,80
AL QODS 1e tr. (Khouribga) 42,0 33,2 17.9 - 69] 12.10
AMAL (Bouznika) 78.4 - 12,4 9.2 - 9.26
AL ORA le tr (Rabst) 57,7 - - - 39,1
AL KORA 2¢ tr. (Rabel) - 82,6 - - 10.5
BUTTE li (Rabat) 96.8 - - - - 10,60
MASSIRA Hl (Taze) - - - - 92

A
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CHART No.10 : UNIT EQLWPMENT COSTS
DH/He 3 DH/m2 merkelable
COMPONENTS 1987 1968 1987 | 1968 R (1968)
DESIGN & PILOTING: 531 56817 10,62 11,3 62%
- Serveying 2600 2782 9,82 086 oxe
- City planning & &56 o oy omx
-VRD 9900 10583 /.90 212 128
- Archilaclure 27300 X211 S s84| o0
- Other 12 500 13375 _250 288 158
WORKS: 796 853 159,60 120,77] 93.8%
- OfT site rosds & sewer 50 o0 S350 10,00 1020 592
- On site roads 1700 125 190 230 2504 1378
- On site sewer 136000 14550 222 2100 1608
- Waler 187000 200090 K72/ w0o2| 2208
- ElectricityLighting 2300 227910 ©.60 C| 2508
- Codastral survey 15 000 16 050 Joo Ja2rl 188
- Furbishing of sccesses 80 00 85 600 16,00 172,12 945
TOTAL] 851 1 910 677 120,22 182,14]  100,0%
CHART No.11 : MEAN COST PRICE BY PROJECT CATEGORY (1968)
PER HECTARE (6ross) KOSTPERM2] R | VAT,
COMPONENTS Uniccost [X Conting |~ Toial IHARKETALE Rate
LAND CHARGES 190000 208 | 228 000) 45 60| 165% ?
DESIGN & PHLOTING S6 10% 625 1252] 45% | 12%
- Serveying 2800 108 3 a80 0.62
- City planning Qo 108 (%27 o2
-VRD 10600| 108 11 660 213
- Archilecture X0 108 /20 6€
- Other 1300|108 14740 295
WORKS: 853800 1S% | 1003 260 200,65 72.7% | 14%
- Off sile rosds & sewer 83 500 158 6/ 52 1230
- On sile roads 125200 158 143 880 26,80
- On sile sewer 145 500 58 167 320 &
- Woler woo0| 28 240 000 &,00
- Electricity/Lighting 228000 208 273600 5472
- Cadastral survey 16000| 158 18 400 J68
- Furtishing of accesses &5 600 154 X 40 19.69
SUPPLEMENT ExP  (IRD/W] 9100 10% 10010 200l 07% | 19%
ANHI INTERV FEES (8%) 65 700 76 800 15.36] 5.6% 19%
{cosT PRICE [ 1175 500] ] 1380660  276.13]100,0% | |
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4, PROJECT COST ANALYSIS

Thie chapter deals on the one hand, with the average cost prices and sale
prices per square meter (m2) according to project category, and on the other
hand, with the unit cost of infrastructure equipment.

4.1 Cost prices and sale prices: !

The information gathered from terminated design and construction contracts of
8 completed or partially completed* projects enabled the calculation of
average cost prices (per hectare and per marketable m2) for each component
according to the disbursments made. The prices were corrected for 1987 and
then updated for 1988 using an annual inflation rate of 7% (chart No. 10).

Jo summary, it is recommended that the following unit costs (1988 valued) be
referred to in the financial planning of integrated hoveing projects under
direct ownership. These costs were obtained by calculating the average land
charges and supplemental expenses on all ANHI projects using a marketable land
coefficient of 50 2 and assuming that contingencies vary between 10 and 202

The mean cost price 1s estimated at around 1,380,000DH per hactare or 276 DE

per square meter (including contingencies and V.A.T.) of which approximately
17% goes to land charges, 77X to equipping costs and 62 to ANHI financial

charges (see chart No. 11).

Within this cost price, the disbursments for design and works calculated per
square meter come out to around 200 DH/m2, and can be considered as
non-fluctuating. This is not the case for the land charges and supplemental

expenses.

ANHI intervention fees are calculated on the basis of design and works
disbursments and supplemental expenses at a rate of 62, increased by a V.A.

of approximately 15 DH/m2.

4

Thus an 80m2 plot (average for rehousing) amounts to about 22,000 DH anc a
100m2 plot (average for HEM) to 27,600 DH.

It was relatively difficult to find any cases for comparison with the mearn
cost achieved by other developers apart from ANHI. This is largely due to the
amount of provisions having to be made in the project and the variation in
land charges and commercial expenses. However, two actual cases can be cites

as examples:

-A private housing development in Setrtat (approx. 34 he, 1985) with 600,000
DH per hectare (gross) for land charges, and 880,000 DF per hectare (gross,
for development costs. 1,480,000 DH/ha or 296 DH per marketabie square meter.

*Dhar Lakhmis in Fes, Butte 11 in Rabat, Massira in M.Belksiri, Massira 11 iz
Taza, Amal in Bouznika, Al Qods I & II in Taza.
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- A C.G.1. housing development in Fes (approx. 47 ha, expected 1988) with
450,000 DH/ha for land charges and 1,415,000 DH/ha for development costs. 370
DH per marketable square meter.

The possibilities of reducing the cost price of an operation in the scope of

ANHI's activities are several:
]

1. At the design level of the project's general site plan where, according to
the regulations in effect, the coefficient of ground use (CGU) can be
increased to 55 or even 60X in the case of low income housing operations.

This would represent approximately 70 plots per hectare (gross) using an
average plot of 80 m2,

2. During the project identification where special attention must be given to
the location of the project relative to the main access roads and other
utility gride (reduction of off site structures) and to the general topography
of the terrain (reduction of earthwork). Preliminary studies must be -
conducted before ANHI can assume direct project ownership of an operation.

3. Concerning the technical provisions of a project, namely, of very low
income housing projects (mean plot size less than 80 w2) reserved for families
with the lowest income. It is recommended, especially where AHNI has the
prerogative, tha: reflection be given to the design of plot configuration
(reducing frontage), to specifications for minimum equipment, and to the level
of technical provisions according to the nature of ANHI operations.

4. In the area of supplemental expenses: for operations under a delegated
owner's representiative, these disbursments oot only include the commercial
expenses of 8 project, but also a portion of the direct fees of the project
owner as sitated in the coniract established with the drn)egated owner's
representative. These latter fees (which can amount to as much as 12 of the
total project cost) will not be required in the case of operations under

direct project ownership.

5. At the level of recovering the V.A.T. which is {mposed (directly or
indirectly) at up to 7.56% of the cost price, land charges included. Under
delegated owner's representative, ANHI is viewel by the fiscal services as ar
intermediary developer and not as a design office. There is a tacite
agreement that ANHI management fees are taxed at a rate of 195, but the V.aA.T.
is vot recoverable. It is the same in the case of design services (12% non
deductible) and construction works (14 % non deductible) for operations under
delegated owner's representative (D.0.R.). It addition, the sale of lanc
plots under D.0.R. 1is non taxabie (V.A.T.), contrary to operations unier
direct project ownership.

linder direct project ownership, ANHI is considered a s¢’aple developer. The
recovery of the V.A.T., which was pald on construction works (143) ané or
other cisbursments fc. project related services (192), occurs a: the sale of
the plots. 1o this case, the cost price per m2 could go frow 276 D¥ down to
approximately 249 DH. The V.A.T. would therefore be included in the sale
price at a rate of 142,
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The mean sale orice applied to the 18 projects that were¢ initiated since 1985
is 1o the order of 270 DH/m2 for a corresponding ANHI estimated cost price of
230 DH/m2. 1In reality, these figures do not serve much use in and of
themselves because ANHI's procedure for establishing sale prices is not
systematic from ome project to the next, but rather empirical. In fact,
several parameters interveme in the fixing of sale prices by ANHI: price
adjustment according to the different types of plots being s0ld and any
expected cost increases; allowing prices to approach those in effect on the
real estate market without exceeding them; cross-subsidizing within a project
or between projects, particularly to the advantage of rehousing plots; the
intervention of local authorities in the rehousing process; budget or project
owner subsidies, especially relative to landed property matters. )

In general, plots which are reserved for rehousing “bidonville” dwellers are
delivered at a price varying between 100 DH/m2 (in the case of Al Qods-1st
phase-in Khouribga for an average plot of 67 m2) and 200 DH/m2 (in the case of
Al Kora-lst phase-in Rabat for a 70 m2 plot).

For 2 story H.B.M. plots, prices vary between 250 DH/m2 (in the case of Al
Qods-1st phase-in Taza for an average plot of 65 m2) and 400 DH/m2 (in the
case of hay Hassani in Ben Slimane for an average plot of 80 m2). For other
types of housing plots, the prices increase according to the number of stories
authorized, and the commerical function for which the grouad floor will be

used.

One 1is reminded that in the scope of direct project ownership the V.A.T. is
calculated into the plot sale price at a rate of 14%; a deduction resulting

from land charges and V.A.T. amounts paid on works (14X) and various other
services (192).

Concerning the cases examined for compariscn with other developers, the sale

prices of constructible land vary according to the project ownership (public,
semi-putlic, as well as small or large private developers), according to the

town or district involved, and according to the degree of equipment servicing
the deveiopmert (complete equipping, partial, or absence of equipping it the

framework of "clandestine” developments).

For the 2 examples previously cited, the private development in Settat is
selling at an average price of 430 DH/m2, and that of the C.G.I. in Fes is
estimated at 594 DH/m2. Other examples of sale prices (1988 figures) can be
quotec froc recent studies carried out in Tetouan in the scope of US AID's HG

00i loan:

-fublic development, fully equipped: 300 DH/m2
-private development, fully equipped: 500 to 200 DH/m?
-private development (clandestine) non equipped: 50 to 200 DH/m2

Subsequentlyv, the social and -_.onomic profiles of the various beneficiaries of
projects completed by ANHI will be presented in chapter 5.

It is worth noting that in operations carried out by the state or its
organisations, a common phenomenon that occurs is the resale of allocated
piots. The legislation presently in effect fizes the time limit in which a
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beneficiary can sell the plot that was purchased from the state--a minimum of
5 years after residency begine on the conatructed plot. In practice, plots
can be resold considerably before this time 1imit and that, at prices much
higher than the purchase price (doubling the price is not uncommon'!)

In fact, this phenomenon remains poorly controlled by the state. A few of its
organisations are attempting to correct the situation by finding solutions
that profit the administration. A single attempt 1s recorded in the case of
the Ryad project in Rabat. At the ANHI level, it 1s thought that property
resale would have involved 10 to 15% of the allocated plots. To elliminate
this ambiguous situstion, ANHI intends to follow the exaople of the "soci&té
d'Aménagement de Ryad” by authorizing resale on its Projects against payment
of a fee. Receipts thus acquired could be used towards preservation projects
of certain historical facilities vhich are falling into disrepair (Medinas)

4.2 Analysis of unit equipment costs:

The sum total of operations studied spans the period from 1985-88,

The unit prices of interest to us in this paragraph, concern the roadway
works, the sewerage system, the drinking water network, and the
electrification grid which incluces public lighticg of primary and sécondary

acceseses.

Selecting the various components and sub-compcuents within each price was
dictated by the concern to isolate the elements with the greates: Znfluence on
the total cost of each required se-vice. This approach was implemented so ag
to evaluate the portion of a given service (or provision) that is most
relative within the total construction cost, according to the constraints and
characteristics of each project. The objective is to define a set of reliabdle
indicators that will direct decision making towards the optimum choices in
future operations based on & certain amount of data obtained from the field:
nature of soil, topography, location, etc.

Concerning the types of provisions, it should be noted that there is o certain
limitation in the choice of basic materials; for instance, "bi-couche” pa—ing
oo practically all roadwavs, type T-3 sidewalk curb, a combined sewerage/stora

water syster, etc.
4.2.1 DEVELOPMENT OF PRICES:

The unit price of basic materials and provisions are Jdefined io chart No. 12.
In considering the cost of roadway and sewer works, it immediately becomes
apparent that there exists a relative stability 1o these prices that goes back
4 years (1985-88) ever though the cost of living index has increased stead{ly.

With this in mind, three plausible reasons are presented:

A. The entire building industry has experienced a 5 year long recession
typified by a reduction in supply and a demand that remained more or less
stable. This situation brought about a price stability, and even in certaip
cases, a relatively important reduction during the 5 year period while
material and labor costs steadily increasecd.
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B. This crisis period occasioned a stronger competition among contractors
which resulted in a noticeable reduction of the profit margin in an attempt,
by any means, to maintain a minimum amouat of work for their survival,

C. ANHI, with its regularity and solvency at the level of payments and the
efficiency of its interventions, has tapped into most of the contractrrs
desireous of working at lower rates, but has respected payment deadlines and
maintained a rigorous management.

These remarke obviously concern those services which are subject to price
competition; the supply of water and electricity being under the monopoly of
the utility companies (Régies, ONEP, ONE).

4.2.2 FUTURE PRICE DEVELOPMENT:

In view of the present increase (still slight) of activity in the building
industry, it will be necessary in the years to come to make provision for a
steady increase in comstruction costs in the financial planning of future
operations. It remaine, however, difficult to quantify this supposed price
development in the cbsence of reliable data relative to price increase and
against the background of a period of relative price stability,

We propose using the approach that 1s based on analysing the global increases
of all price revisions divided by the corresponding number of years. The
amount by which prices are increased can be calculated from the price index
published monthly by the services of the "Minist2re de 1'Equipement™. This
analysis, carried out on a number of projects in the period 1979-1987, ylelded
an average yearly increase of 7% on the overall project cost.

As a first approach, this rate will be used while keeping in mind the
likelihood of subsequent corrections.

4.2.3 SUMMARY OF AVERAGE UNIT PRICES:
A. Poads and sewer/storm water:

The calculation of average unit prices (chart No. 12) was done in such a way
s to systematically eliminate prices that exceeded the general average by
more than 305, these being considered non representative. Thus were
eliminated prices that reflected unique aspects of each project, or strategies
to raise or lower certain prices, and in a general wayv, prices that
corresponded to approaches other than those that quantify services according
to actual disbursments.

It should be noted that these prices constitute a general average that does
oot take into account the project site, or any specific constraints, or any
future price increases. This price average conocerns the period fror 1985-198§
which, as was alreaagy stated, ~xperienced a certain price stabilitv.

For additional information, charts No. 13 and 14 provide a percentage
breakdown of road and sewer works of several ANHI projects according to
sub-components. These catc be used to identify a certain number of ratios for
technically evaluating prcjects, with a view to consicering different optiors
that may serve to reduce the cos:s at the level of the initia. choice of an

operation.
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CHART No.12 - UNIT PRICES FOR ROADWAY AND SEWER WORKS

A- ROADWAY
[ ITEM DESCRIPTION | UNITS TAVR UNIT PRICE (DH)] % OF TOTAL CONTRACT |
1 - EARTHWORK 16,358
8- All terrain M3 8,70 '
b- Rock M3 60,00 ‘
2- ROAD CONSTITUANTS 42,638
8- Substructure M2 43,70
b- Surfecing 21,048
- Monocouche M2 10,50%
- Bicouche M2 15.90
- Enrobé M2 54,00*
3- SIDEWALK CURB M 15,90 18,508
(*) Rerely used by AN.H.|

8- SEWER/STORM WATER
(____ITEMDESCRIPTION |_UNITS TAYR_UNIT PRICE (DH) | % OF TOTAL CONTRACT |

|- EARTHWORK 554752
0~ All lerrain M3 11,90
b- Rock M3 $6.90

2- PIPING
0- Yibrated concrete

- Diam. 200 LM 22,00
- Diam. 300 LM 29,75
- Diem. 400 LM 60,27
- Diam. S00 LM &S .43
- Diam. 600 L+ 126,72
- Diam 800 LM 155,63
b- CAO.
- Diom. 400 LH 207,69
- Diam. S00 LH 324,90
- Dism. 800 LM 403,80
- Asbestos cement
- Diam. 200 LM 89,47
- Diam. 250 LM 137,70
- Diam 300 LM 211,10
- Diem. 400 LM 318,50

3- COMPONENTS 45 4 252
8- Road manhole 1] 2968,00
b- Sidewalk menhole U 1176.00
¢- Junction box U 294,60
d- Single receptacie V] 487,60
e- Double receptacle v 526,50
f- Curb drein U 656,70
9- Cast iron cover Kg 7.40
h- Step iron U 3152




CHART No.13 : ROADS - PERCENTAGE OF COST PER SUB-COMPONENT

DESCRIPTION [DHAR KHHIS| KORA | | MASSIRA [MASSIRA ] AMAL JAL 000S IJAL G005 1[BUTTE W
(Fes) (Rabet) [ (B ksir))| (Taze) |(Bowzmike)| (Taza) 1 {Khour1.) | (Rabat)
EARTHWORK: 16% 218 6% 23% % 168 17% | 7%
SUBSTRUCTURE |  3S% 0% | Sex 36% 0% 3% | &% | sax
SURF ACING 218 24% 148 238 24% 234 188 | ng
CURBING 2% 158 | 25% 188 138 188 198 [ 198
OTHER 68 [ 0% 0% 178 0% 0% [
TOTAL 1008 1002 | 1018 100% 1018 | 1018 | 1008 | 101%
CHART No.14 - SEWER - PERCENTAGE OF COST PER SUB-COMPONENT
{ DESCRIPTION [DHAR KHHMIS] KORA | | HASSIRA [MASSIRA Il AMAL AL Q00S 1| AL Q0DS 1] BUTTE I
(Fés) (Rabal) | (B. Ksiri)| (Tazs) |(Bouznika)| (Vaza) (Xhouri.) | (Rabat)
EARTHWORK 20% 37% 8% 5% 158 168 628 8%
PIPING 37% 338 | % 71% 28% 268 148 | a9%
ASSEMBLY 435 NE | 40K 24% 588 56% %8 | 4%
TOTAL 1008 1018 | 100% 100% 1018 | 1008 | 1018 | 1008

B. Water supply:

The price schedules from the water utility (Régie, ONEP) contracts are
extremely concise. Two somewhat detailed estimates were consulted that
provided a number of significant unit prices. In all the other contracts,
only 3 major lump sum prices were condensed under the following headings:

-Initial installation fee

~Network participation fee

~Fire water network

Tne initial installation fee is calculated as follows for the Rabat utility
company (with possible general application):

Tl = K square root of (R+nr) x Te x 1
Io
initial installation fee in dirhams
a coefficient whose value depends on the zone within which the
project is located
f: the area of land in mw” oc which the project 1is located
n: the number of stories (ground floor (GF) not included) authorized of *
given building on a single plot reduced by 2 units per plot (m=o for
GF, GF+l, GF+2; n=] for GF+3; n=2 for GF+4; etc.)
7: total floor surface in m2 of a typical floor
Jo: base charge in DH/th.l. th.l.=thousand liters
1 anc lo: price adjustment indecies according to salaries and materials

Tl:
K:

The iritlal installation fee is therefore calculated for each individual plot
and tnen totaled together for the entire project.
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The network participation fee 18 calculated on the basis of the following
formula:

P= (25.5T + 1500) (Q - 2.51) x 1.14

P: required fee in dirhams
T: initial installation fee in DH/th.l].
Q: the flow in 1/s through the appropriate water meter

However, in most cases the water company simply calculates the participation
fee of each housing development in proportion to the amount of equipped
surface.

For informational purposes, chart No. 15 gives unit prices for some of the
basic materials that were listed in recent contracts. It should be noted that
prices vary from one utility company to the next and that the amnual cost
increase was found to approach 20%.

C. Electricity and public lighting:

For electricity and lighting, however, the schedule of prices tends to be very
detailed (from a simple bolt to a transformer). Unit prices vary from region
to region and from one company to the next. )

In an effort to benefit from a large scale, the choice was made to analyze the
unit prices from the electricity company having contracted the most ANHI
projects (the Rabat company with 4 operations).

Chart No. 16 presents the unit prices for basic materials according to date

and project. It should be noted that for the 4 Projects examined, the average
annual unit price increase was 29.4%1., This excessive rate of increase is hard
to justify when compared to the actual increases ip the cost of materials and

salaries,
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CHART No.1S : UNIT PRICES FOR DRINKING WATER (Dirhams)

DESCRIPTION UNIT BOUNIKA OUED ZEM
ONEP / Oct .86 ONEP / Sept .87
Asbestos cement piping '
Diam.150 M 190,00 -
Diem.100 tM 140,00 141,00
Diam. 80 LM 110,00 120.00
Valves
Dlam. RV 150 u 3 000,00 -
Diam. RV 100 1] 2 000,00 1 600,00
Diam.RV 80 U 1 500,00 1 50,00
Fire hydrants
Diam. 8l 100 u 8 000,00 -
Decontaminalion of waler main U 1,00 1,00
CHART No.16 : UNIT PRICES FOR ELECTRICITY (Dirhams)
DESCRIPTION UNIT |  AMAL BUTTE N | ALKORA | |AL KORA II
Mar-88 | Sepl. 86 Ocl. 86 Oct. 87
Cable unipolaire 195 mm2 Aly LM 56,35 36,33 35.55 48,49
Braded copper 25 mm2 K6 25.14 18,00 18,38 25,07
Civil Eng. 400 KVA Lransformer u - 22 782,61 - 28 254,00
Civil Eng. 250 KVA Lransformer U ]28 336.75 - 22 782,61 -
400 KVA transformer v - 31 615,50 - 61 871,04
250 KVA Lransformer U |49 412,16 - 35 805, -
Cable insulated 1000 V- 25 mm2 tM 8,25 6.03 6,03 8.22
Cable insulated SO0 V- 1,6 mm2 M - 1.4 1,34 1,82
Cable vinysol 4 x100 mm?2 M 146,51 101,01 101,01 133,60
Cable vinysol 4 x 50 mm?2 M - - 73,56 79,05
Cable vinysol 4 x 25 mm2 1y - - 34,86 47,98
Cable vinysol 4 x16 mm2 tM 33.32 23,31 23,31 32,14
Cable vinysol 4 x10 mm2 1y - - 16,70 234
Cable vinysol 4 x 6 mm2 M - - 14,26 19.47
Cable torsadé (Ix7{2x16)454,6 Aly M - 34,02 - -
Concrete pole 10.50 FS00 v 1924,78] 1 247.403 - -
Concrete pole 10.50 F300 u 163031 845,25 - -
Street lamp 9m single arm v - - 1 %S.BOH 1 999,35
Light 125w-220V v 690,57 - 364,90 770,52
Light 250w-220v v 1 027,03 - 957.60{ 1 306.16
Fences and signs M2 24,88 16,05 16,05 24,81
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5. BENEFICIARY SOCIAL AND ECONOMIC PROFILE:
5.1 Conditions for the allotment of plots:

The allotment of housing plots produced within the framework of state housing
projects is regulated by an Interwinisterial circular dated Jaouary 20, 1983
(see attached copy in Appendix 7.4) relative to plots that are equipped within
the scope of the prefinancing plen. .

The allotment procedure and requirements are as follows:

1. Publicity by means of posted notices at headquarters of local

authorities.

2. Submission of the required application documents by the applicant within

2 months from the date the notice was posted; the date of submission is
taken into consideration in the order of review and selection of
applicants as well as during the allotment phase. A

3. Preliminary review and selection of applicants by the project owner

(ANHI, provincial housing delegation)

4., Conditions for eligibilit,:
-must be 21 years of age or older.
~must constitute a family (couple, widow or divorcee-~-of either
sex) with at least one child under 21 years of age. .

-cannot be the proprietor of any residence or plot of land
destined for residential construction.
-must be residing on or near the project location.

5. Allotment committee meeting (chaired by the governor of the province or
his representative) whose function 1s to review the applicant's file and to
appoint by lot* the accepted cadidates as well as thoge to be placed on the
waiting list (used in the case of subsequent disqualification or withdrawal).

The allotment committee can only dispose of 802 of the residential plots; a
percentage that can vary between 70 and 90% according to the decisions made by
the governor of the province as to quotas that must be reserved for various
particular beneficiary categories (moroccans working abroad, relatives of war

victims, ...)

The above mentioned procedure is not implemented in 2 cases:

~Reabsorption of "bidonvilles”: allotment is carried out or the basis of a
census list of all the families present at the time the project is identified;
this 1list is counter signe¢ by the local authorities 50 as to assure the
accuracy of the information gathered

~Sedi-putiic project ownershin (ANHI, ERAC,...): for the cases where the
supply of plots exceeds the demand, the allotment committee does not have to
be involves,

(*) A revision of the circular dated January 20, 1983 1. in process; it is
intendec tnat selection by lot be abolished; a svstem that disadvantages
candidates having been first to apply. The application date entered in a
special registry held bv the project owner will become the main criterion for
allotmen:.
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5.2 Financing methods for low income housing:

According to ANHI regulations, the projects that it carries out come under the
scope of the prefipancing plan. In general, 3 separate payuwents disbursed by
the beneficiaries are required (initial advance of 401 follcwed by 2 payments
of 30X each). A plot cau culy be delivered after the final payment ig made.

One should be reminded that in Morocco there is,no availability of an
institutionalized loan for the purchase of a plot of land for residential
construction. In the face of the important financial fnvestment required to
obtain proprietorship of a plot, potential owners, particularly those with low
income, rely on personal savings and other resources (family loans; tacite
agreements with members of the extended family or friends*; the sale of
personal belongings such as jewelry or farm land and equipment; etc.; these
examples were drawn from investigations carried out by the P.D.U. in Tetouan
and can often be seen in other low income housing projects)

Similar methods for financing the comstruction on acquired plots can also be
encountered in spite of the existence, in this case, of available
institutionalized loans (CIH and BCP).

Nevertheless, in view of the lack of accurate research, the amplitude and
diversity of these prefinancing sources for acquiring low income hcusing
remain unkaown.

The approved organisations that provide loans for the acquisition of housing
are the Housing and Hotel Bank (C.I.H.) and its representative in the case of
the H.B.M. category, the Central Popular Bank (BCP). Other than the standards
terms which normaly pertains to the construction of individusl residences,*t
that of the H.B.M. is of particular interest.

The Total Real Estate Value (VIT) includes the cost of the plot to be
developed, the cost of the construction, and various financial charges
(registration fees, service charges for hook-up to the VRD network,...).
These latter charges are estimated at 25 to 302 of the VIT.

The conditions for a CIH or BCP low income housing loan (for purchasing or
building) in the framework of the HBM category***  and the constraints that
can be encountered by certain beneficiaries of a state project are the
following:

(*)Certain H.B.M. beneficlaries lacking the funds to buy tre allote? plc: acz:
build on it, seek out non-beneficiaries in order to set up s svstem of
co-ownership (by legal or private agreement) of the Plot to be developes ir a -
duplex residence subject to the sharing of expenses (cases observed ir Setta-

and Meknes)

(**)%-1n conditions: financing up to 75% of the project cost; interes. rat:
varying between 10 and 13%; land charges cannot excee: 20,000 DE; with &
maxioum term of 15 years and up to 18 months grace period before pavments

begin.

4

(**%)The World Bank opened a line of credi: in 1983 for 5. m{ilioa dollars
through the CIH to promote low income housing (HBM).
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- Construction: the surface area under roof cannot exceed 100 m2.
The VIT must be less than 150,000 DH and the building must be used as the
personal residence of the loan beneficiary. 1In the case of a CIH, the land
charges for an HBM cannot eaceed 10,000 DH.

- Loans: the interest rate 15 72 for a VIT less than 100,000 DH and
reaches 91 for a VIT anywhere between 100,000 DH and 150,000 DH. The term of
the loan is 25 years and the grace period can attain 6 months.

~ Mortgaging (or requisitioning) the plot to be developed: one often
notes a diecordance between the dates of completion of worka and plot
delivery, and those recorded in the project sibdivision registry.

- Family status: the borrower shall be between 21 and 63 years of age
(the loen must be repaid before completing the 63rd year) and must have proof
of a regular monthly income less than 2,600 DH. The monthly loan payments to
the bank cannot exceed 40X of the monthly income. The amount loaned for
construction can reach 90T depending on the nuaber of children in the family.

In reality, these conditions, although advantageous, can prove to be
constraining for certain families (namely for those in the first 3 income
brackets--less than 1500 DH/month) in that the portion financed by the loan
diminishes (concequently the personal investment increases) according to the
criteria of age, income and the payoff rate of the loan.

Thus, the older a person is, the shorter the term of the loan i{s, and the
higher becomes the payoff rate. Because the payoff rate cannot exceed 402 of
the income, the portion financed by the loan must decrease (refer to the case
of the Oued Fes project here following).

From another standpoint, on the basis of a survey carried out by the BCP*%, the
program of HBM loans granted by the BCP (as of the end of 1984) was found to
reflect the following statistics:

-The areas of Casablanca and Rabat represez:ed up to 60% of the loans
granted.

=695 of the loans went to wage-earmers in the public sector and 24} to those
in the private sector.

-35% of the loans possess a term of betweer 20 and 25 years,

-54% of the loans were granted to people with an income between 1500 an¢

250 DH and 30% between 1000 and 1500 DH.

5.3 Beneficiary social and economic profile: Oued Fes and Butte II cases

The primary objective of ANKI activities is the removal of substandarg housing
and, more specificallv, "bidonvilles” occupiel by families with very low
income.

ANHI's approach to achieving this objective lies in providing small plots
(less than 10C m2) whose sale price is approximately that of the cost price or
in some cases less. Ia the latter case, the project 1s balanced by the

(*)"L'ENVIRONNEMENT FINANCIER® - A BCP report presented during the confererce
organizec by the CIh October 14-15, 1985 ir Casablanca on the subject of "tne

promotion of low income housing”.
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CHART No 17 - BENEFICIARY SOCIAL AND ECONOMIC PROF ILE

Oued Fés (Fés)
‘ MEN WOMEN TOTAL
SPREAD (in %) 86,92 13,18 100,0%
AYERAGE AGE 44 40 44
PROFESSION.
- Civi) servent $0,5% 52.4% $0,7%
- Teacher 19.7% 21 .4% 19,92
- Tradesman 2.1% c.0% 182
- Cratsman 9,2% 13,62 9.8%
- Laboror 0,32 0,02 0,22
-TM.L 8.8% 0,02 172
- Other profession 8.3% 492 79%
- Retired 1,0% 0,02 0,82
- Unemploved 0,1% 7,82 113
Tolal 100,02 100,08 10008
AYERAGE INCOME 1985 2000 DH 1692 DH 1975 DH
1988 2332 DH 1974 DH 2302 DH
MEDIAN INCOME 1985 1480 DH 1300 DH 15SS DH
198 1726 DH 1516 DH 1814 DH
Butte i (Rahal)
MEN WOMEN TOTAL
SPREAD (n 8) 855% 14S% 100,08
AYERAGE AGE S0 ans SS ans SCan
PROFESSION
= Civil servent 982 0.02 8.4%2
- Teacher 0.3% 0.02 0.22
- Tradesman 6,02 0,0% S.1%
- Cratsman 25.6% 322 2,43
- Laboror 245% 8§1% 2212
-TME 1.9% 0.02 1,62
- Other protession 20.2% 19.4% 20,02
- Retlired 6,52 0.02 5.6%
- Unemp loyed $.2% 69 4% 145%
Total 100,02 100,08 100,08
AYERAGE INCOME 1985 569 DH 273DH 527 DH
1988 665 DH 319 DH 614 DH
MEDIAN INCOME 198% $50 DH 300 DH $00 DH
1988 642 DH 35S0 DH 582 DH
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equipping and commercialization of various plots for middle income housing,
apartment buildings, villas, and pPlots for commercial activities (integrated
projects) with a positive balance, thus recovering the possible deficits
incured by the portion reserved for the rehousing of "bidonville” dwellers.

The social and economic profile of ANHI clients was defined on the basis of a
study of the beneficiary files of two types of projects: the integrated
operation of Oued Fes (2057 plots) and the rehousing operation of Butte II in
Rabat (795 plots). These two projects can be considered representative of the
general social and economic characteristics of beneficiaries of other similar
projects carried out by the state.

Chart No. 17 provides the percentage breakdown of beneficiaries according to
sex, profession, average age, and both the average and median incomes updated
for 1988.

On both projects, approximately 14X of the beneficiaries are women--widowed or
divorced heads of households; the average age 1s higher in Butte II. The
average and median incomes of female beneficiaries are lower than for men (a
large percentage of older women are inactive or work at home); this being the
case mainly in Butte II.

At Oued Fes, the majority of women are civil servants, teachers or craftswomen
which explains their average age of 40 years. This 15 also true for the men
(50% being civil servants). As for Butte II, civil servants only represent
about 10X as compared to the 26% who are craftsmen, 24X laborers, and 202 who
have various other Jjobs (;ardeners, watchmen, carriers, etc...). This profile
clearly explains the reason for lower incomes in comparison with the case of
Oued Fes which 18 more diversified.

CHART No 18 . DISTRIBUTION ACCORDING TO INCOME BRACKETS AND

CORRESPONDING PLOT AREA
Bracket | Accumulated Income Aversge | Average ores

No 2 Bracket income aoquired
[ 108 490 to 1030 DH 820 113
2 20% 1030 to 1200 DH 1117 123
3 30% 1200 to 1420 DH 1323 126
4 40% 1420 to 1550 DH 1 4921 132
S 508 1550 to 1800 DH 168 137
6 60% 1800 to 2330 DH 2077 128
7 708 2330 1o 2680 DH 2535 149
8 80% 2680 to 2950 DH 287 185
9 908 2950 to 4420 DH 3501 214
10 100% 4220 o 9000 DH S 479 279

\ /}) .L.‘
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In 1988, the average income declared by Butte II beneficiaries ig expected to
be approvinately 4 times lower thap that of Oued Fes, and 3 times lower ir cthe
case of i medisn income.

The 1988 median income for Oued Fes i3 estimated at 1,814 DH and 1s 292 lower
than the estimated national income (2,570 DH) which is only slightly below the
upper limit fixed by the CIH in the framework of the HBM loan (2,600 DH).

Additional studies show that for the first 5 income brackets, a slight
correlation exists between the average income and the size of the
corresponding acquired plot. ‘It is somewhat more noticeable in the last §
income brackets as can be seen in Chart No. 18.

5.4 Income and financial accessibility of low income housing

The question to be resolved is whether the plots produced by ANHI are
financially accessible (according to CIH and BCP criteria) by the families who

have become beneficiaries.

The example of Oued Fes is presented having considered the requirements for
CIH loans and the buying power in Morocco. The payoff rate of a household for
the purchase of a plot of land and its construction can vary between 10% and
352 depending on the income bracket and the gize of the household. The -
average observed 1is around 25% of the monthly income.

The maximal conditions of the various CIH loan plans were tested on the types
of plots sold in the Oued Fes project using the average income corresponding
to each plot bracket and the ANHI sale price (398 DH on the average for low
income plots and 326 DH for villa plots). A mean construction cost of 900
DH/m2 of flooring was adopted, and each parcel was assumed to comprise GF+l,
being built according to the required codes and specifications (sizes of
courtyards and set-backs). The portion financed by the CIH as well as the
applied interest rate vary according to the loan plan and the VIT.

Chart No. 19 provides on the one hand, the effective cost of developing a plot
acquired from ANHI, and on the other hand, various hypotheses as to the loan
plan implemented (CIH and BCP). The actual cost of the plot purchased from
ANHI 18 not taken into consideration in the calculations because land charges
are treated &s a lump sum in the CIH assessment.

By respecting the conditions set forth by the CIH for celculating the payof £
rates, one notes that thay are inaccessible for the average income of a
household 1iving in Oued Fes. By adopting the maximum payoff rate allowed by
the CIH (402), the personal investment of the beneficiary reaches 1 to 3 times
the amount loaned by the CIH. Finally, by fixing a desireable payoff rate
according to the actual income brackets of Qued Fes households, the majority
of ANHI operation beneficiaries are eligihle for an HBM loan with, however, a
considerable reduction of the area of the building (Chart No. 19).

In practice, these extrem conditions are mnot practical and it should be noted
that based on observations made in Morocco on the majority of low income
housing projects, households are ready to make certain sacrifices in order to
become homeowners and are even willing to rent out their home to generate

additional income.



- 33 -

Indeed, in the face of a growing need for urban housing (for young couples and
others), ownership of a plot and its development in 2 or more apartments
generates additional income for the household by renting out one¢ apartment
while keeping one for personsl use. This supplementary income should be
incorporated in the above mentioned reasoning about solvency; renting can
cause the income brackets to vary from 20 to 402 (the minimunm rent recorded in
a low income neighborhood is 500 DH per month),



- 34 -

CHART No 19 - QUED FES - INCOME AND ACCESSIBILITY

Less than} 80 lo 100to | 120lo | 140to | 1800 [More then
80m2 | 100m2 | 120m2 | 140m2 | 180 m2 | 240 m2 240 m?2

Average plot ares 67 96 11 132 157 207 341
Average income of owner | 268 1 444 1489 16771 1857 2384 4030
1- EFFECTIVE DEVELOPMENT C0ST
A1- Aversge cost per m2 396 396] 398 396 398 326, 326
A2- Average cost of plot 26500/ 38200 44300, S2700{ 62600 67400 111300
AZ- Floor surface 100 160 183 215 265 253 314
A4- Averege const. cost® 91200 144000{ 164 300! 193 200 238 300 2281 283 000
AS- Financlal charges (25%) 22000] 36000] 41000] 46300 59600] 57 ﬁ 70 800
A6- Cost of developed plol 140 500] 218 200] 249 600 294200 360 500" 352 500 465 100
2- C I H FINANCING (Wilthout implementing the 408 payoff rate limit)
B1- Land charges 10000] 20000[ 20000] 20000 20000 20000] 20000
B2- Construction cost 91 200[ 144000] 164 300f 193 200] 238 300] 228 100] 283 000
B3- Financial charges (25%) 22800] 36000] 41000 48300 59600 57000 70800
B4- V.1.T (sccording Lo CIH) 124 000] 200 000] 225 300] 261500] 317900] 305 | 373 800
BS- Portion financed by CIH/VIT|  90% 75% 75% 758 75% 758 75%
B6- Applied inlerest rate 9% 108 10% 138 13% 13% 13%
87- Honthly payments 930 1 595 1797 240 2978 | 2858 3 502
B88- Payolf rate 728 1108 1218 146% 1608 1208 a7%
J= C.IH FINANCING (With the 40% payoff rate limil)
C 1- Maximum payolf rate 40% 4% 408 40% 40% 40% 40%
C2- Monthly payments 518 577 595 671 743 954 1612
C2- Amount losned by CIH 61300 54300 S6000] 53700, S9500] 76 400 129 100
C4- Personal investment® ® 768 600; 163900] 193 600] 240 500! 301000 276 100 336 000)
4- THEORETICAL ACCESSIBILITY VS ALLOWANCE COVERED SURFACE (1n Lhe framework of HBM loan!
D1- Desiresble pavol! rate 308 308 308 35% 358 408 205
D2- Honthly payments 387 435 447 587 650 954 1612
D3- Applied inlerest rate 7% 7% 7R R 9% 13% 13%
D4- Amount loaned by CiH 552001 61800] 63800, 83800 780000 76 400 129 100
DS- Corresponding \ |7 60 700 66000] 20200! 92200 85800 95500 161 400
D&~ Construction cost 40 600 a0 400! 48 200] 65 800 60 600! 60 400 113 100
D7- Allowable covered surface a5 52 54 73 67 | 67 126

(*) At a cost of 900 DH per m2 of flooring
(** }including the portion of land charges nol covered by Lhe CIH
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6. PROPOSAL OF PROJECTS ELIGIBLE FOR THE HG 003 LOAN

Among the 10 operations that ANKI intends to carry out under direct ownership
(see chapter 1), it is proposed that 8 projects be integrated in the HG 003
program. These 8 projects were discussed with the ANHI board of directors and
vere prioritized according to the various cadastral, technical and commercial
constraints, Chart No. 20 gives an overview of the predominant physical
characteristics of the selected projects as well as their financial status as

of June 1988, \

6.1 Technical facts and project advancement

A. LANDED PRQPERTY:

Under direct project ownership, ANKI {s required to first obtain
proprietorship of the project sites. Except for those of Oued Fes (101 ha)
and Massira in Beni-Mellal (32.66 ha, in the process of being purchased frow
private owners), the other operations have received preliminary approval from
the former project owners (provincial housing delegations) for the transfer of

land titles.

In light of the legal ownership of the land (in ma jority state land and
assimilated land), few obstacles stand ip the way of 1ts acquisition by ANHI
apart from the availability of funds and the delays due to the administrative
process. Negotiations have begun.

B. CONSISTENCY:

The surface area of the selected operations varies between 23 ha (Qods I1) and
140 ha (Ouled Oujih), the average being 75 ha. The physical development of
projects of 100 ha and over, will be carried out in 20 to 25 hav phases.

The total number of plots to be delivered is 16,000 units of which 381 are
plots for very low income housing (less than 80 m2) and $2% are plots for
HBM's (between 80 and 140 m@2) The coefiiciernt of ground use (CGU) varies froc
0.43 (in Sidi Kacem) to 0.55 (in Tangier).

Concerning the state of advancement of projects, construction has already
started on 5 operations since November 1986 (see chart No. 20) and the delays
encountered in the delivery of plots are zaicly related to the prefinancing
wethod currently in effect and the size of projects. Plot delivery on these 5
operations is scheduled for 1989 and following,

As for the 3 remaining operations (Souk Seh:, Quled Oujin aancd Joutia),
construction start-up is scheduled for January and March 1989. Design is at
the stage of completing roadway and sewer caiculations and drawings. The
delivery of plots will not take place until 1990 anc following. Appendix 7.:
gives a forecast of project delivery dates or the basis of P.E.R.T. charts.

(.2 Financial aspects

The total estimated cost for carrying out these 8 projects is 630 million
dirhams; land charges Tepresenting approximately 10% based oo an average cost

of 10 DH/m2 (gross).

m
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Indeed, in the face of a growing need for urban housing (for young couples and
others), ownership of a plot and its developaent io 2 or more apartoents
generates additional income for the household Sy Trepting out one apartment
while keeping one for personal use. This supplementary income should be

incorporated in the above mentioned reagsouing about solvency; renting can
cause the income brackets to vary from 20 to 40X (the minimum rent recorded in

a low income neighborhood 1s 500 DH per moath),
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CHART No.20 : SELECT-)D OPERATIONS
DESCRIPTION PRIORITY 1 PRIORITY 2 PENDING

QUEDFES | QODS 11 | NARUISS [ _MASSIRA _JOUAFA 1atr | soux sesT [outep QUJIH]  JOUTIA

1- PHYSICAL CHARACTERISTICS

City Fés Taza Tanger Béni Mellgl Larache Kénilra Kenilra Sidi hacem

Gross area (ha) 101,00 23.41 35,55 32,66 ~ 3453 100,00 143,00 55,00

Legal owership= ANH.IL |Recov. Land Dom/Priv Dom/Pr/Hab | Munic/ Dom. Colleclif Collectf Dom /Prive

Acquisitian status Acquired Négociatlng Négocist| Acqui 33R8 Néggciating Neégociating Négociating Négociating

Plots : - Very low income - 600 - 1 254 1158 (1 300) 1 200 830

~-HBM. 1 380 290 841 175 224 (1 700) 3 056 1043

= Apartment building SO - 70 156 49 0) 192 159

=~ Vilia ' 415 - - - 231 (0) 0 -

- Commerce 7 Services 181 10 7 4 7 (S) 15 -

- Public equipment 31 8 9 4 6 (10) 24 175

Totsl]l 2057 908 927 1 593 1675 (3915) Q487 2207
Size : - Very low income - 96 - 80 290 70 2120 60 80 80
(m2) -HB.M. 66 & 160 36 8 130 110 & 300 96 4 120 704 120 100 8 120 100 4 140 100 a 135

-~ Apsriment building S00 - 250 # 350 96 & 120 200 # 250 (0] 300 & 400 -

- Vills 200421120 - - - 180 a 400 0 0 -

- Equipment 20 2 6000 | 350 a 7S50 2230 500 3 700 | 400 & 5000 4608 1,4 na| 4490 4 8 ha 131
Marketable ares (m?2 451 064 107 523 194 793 143 580 185 121] Unidentifield | Unidentifield 236 440
Coefficient of ground use 0,45 0,46 0,55 0,44 0.54 Unidentifisld | Unidentifield 0,43
Plots/ha (gross) 204 38,8 26,1 48.8 48 .5 30,2 32,1 40,1
State of sdvancement

= Const. start-up date Nov-86 Nov-87 Jui-88 Déc-87 Avr-87 Mar -89 Mar-89 Jan-89

- Design 75% 90K 80R 100% 9SR S0R SOR 6S%

- Works JOR 408 SR 35% 45 (41,3 0% 0X
2- FINANCIAL ASPECTS (x1000 DH)
Forecasted cost 114 459 25 090 a5 753 34 468 40910] 125 420 174 724 70 000
Amount of funds committed 71067 10 214 1S 758 18 474 17 347 3 1 097 1 470
Disbursements 37 740 7 696 34 S 118 8 557 0 297 372
Financing sources: 114 459 25 090 45 753 34 468 40 910| Unidentifield Unidentifield [ Unidentifieid
- Beneficiary advances 104 372 25 090 45 753 34 668 37976
= Othor (BGE, cross-subsidy, ) 10 087 0 0 Q 2934 e -
Forecasted receipts 156 361 25 537 99 961 34 853 S1.838] Unidentifielqg Idnidentifield | Unidentifield
Acquired receipls 53 723 2767 11412 4337 8 139 0 0 0
Scheduled for delivery in 1989 800 650 400 800 910 After 1939 | Arter 1989 ANer 1989

{*") Recovered land; State; Municlpal; Private;

Colleclive, Habous, .
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6. PROPOSAL OF PROJECTS ELIGIBLE FOR THE HG 003 LOAN

Among the 10 operations zhat ANHI intends to carry out under direct ownergship
(8ee chapter 1), it is proposed that 8 projects be integrated in the HG 003
program. These 8 projects were discussed with the ANHI board of directors and
were prioritized according to the various cadastral, technical and commercial
constraints. Chart No. 20 gives In overview of the predominant physical
characteristics of the selected #rojects as well as their financial status as

of June 1988.

6.1 Technical facts and project advancement
A. LANDED PROPERTY:

Under direct project ownership, ANHI is required to first obtain
proprietorship of the project sites. Except for those of Oued Fes (101 ha)
and Massira in Beni-Mellal (32.66 ha, in the process of being purchased from
private owners), the other operations have received preliminary approval from
the former project owners (provincial housing delegations) for the transfer of

land titles,

In light of the legal ownership of the land (in majority state land and
assimilated land), few obstacles stand in the way of its acquisition by ANHI
apart from the availability of funds and the delays due to the administrative
process. Negotiations have begun.

B. CONSISTENCY:

The surface area of the selected operations varies between 23 ha (Qods II) and
140 hz (Ouled Oujih), the average being 75 ha. The physical development of
projects of 100 ha and over, will be carried out in 20 to 25 hav phases.

The total number of plots to be delivered is 16,000 units of which 38% are
plots for very low income housing (less than 80 ®2) and 522 are plots for
HBY's (betweer 80 and 140 m2) The coefficient of ground use (CGU) varies frop
0.43 (in Sidi Kacem) to 0.55 (in Tangier).

Concerniang the state of advancement of projects, construction has already
Etartel or 5 operations since November 1986 (see chart No. 20) and the delays
encournterec in the delivery of plots are mainly related to the prefinancing
method currently in effect and the size of projects. Plot delivery on these 5
operstions is scheduled for 1989 and following.

As fcr the 3 remaining operations (Souk Sebt, Ouled Oujih and Joutia),
coLstruciion start-up is schedul~d for January and March 1989. Design is at
the stage of completing roadway anc sewer calculations and drawings. The
delivery of plots will not take place until 1990 and following. Appendix 7.1
gives a forecast of project delivery dates on the basis of P.E.R.T. charts.

6.2 firanzial aspects

Tne tatal estimated cost for carrying out these 8 projects is 630 millior
dirnzms: land charges representing approximately 10% based on an average cost
of 10 DE/=z2 (gross).

W
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The sources for financing these operations are essentially derived from the
advances paid by the beneficiaries. The acquired receipts appear to be
significant only in the cases of Oued Fes and Narjiss. The amount of funds
committed as of Junme 31, 1988 has reached 135 million DH with particularly
important commitments made to Oued Fes and Messira. This manifests itself in
a further state of advancement on the projects which are under direct
ownership as compared to the others.



APPENDIX 7.1

: FORESCAST OF DELIVERY PLOTS (en sppreved prejects)

PROJECT INIT. AREA |FORECAST CONSISTENCY DELIVERY 4 CALC METHOD &
CONST. | (Ha) Total |Housing! Equip. [FIN 1987] 1988 1989 | 1990 | 1991 [ 1952 [ 1993 TOTAL|  OBSERVATIONS
DHAR LAKHMIS (Fés)= Jan-85 10,15 499 457 42 241 216 q7 - - - - 499] ANHI Forecast
AL QOOS | (Khouribga)* Jan-85 | 28,70{ 1763] 1 704 S9 931} 604 169 5S¢ - - I 763/ ANHI Forecast
AL QODS | (Taza)» Mar-85 | 23.59| 1656 1603 53 1 380{ 1680 43 S - - - 1 656(43 apt bidg plots
BUTTE I (Rebat)» Déc-8S 15,76 795 781 14 745 36 14 - - - - 79S] ANHI Forecast
FASSIRA 1l (Taza)» Mar-86 | 22,59 634 621 13 25| 425 154 30 - - - 634117 apt blag plots
HAY HASSANI (B.Slimane)® » Mei-86 14,14 819 787 32 753 0 3qf - - - - 787{ ANHI Forecast
AMAL (Bouznikg)®» Jui-86 3.04 206 204 2 204 2 - - - - - 206
AL KORA 1. (Rabat)* Nov-86 5.78 2. 272 3 1001 172 - - - - 103[ANHI Forecast
MASSIRA (M. Belksiri) Nov-86 10,00 708 654 54 0 150 S04 54 - - 708[ANHI 7 PER T
OUED FES (Fés) . Nov-86 | 101,00 2057 1 845 212 0 Y] 800] 1 600 57 -~ - 2057]ANHIZ PE R T/ S5O apl
AL KORA 1. (Rsbat) Mer-87 7.70 S06 442 54 J 349 80 77 - - - S06]13 apl Llgy plots
AL WAFLE | (Larache) Mar-87 34531 1675 1662 13 0 0 910 700 6S - - 127514y apt uldg pluts
RGAI BENBIDANE | (Tanger)== | Mar-87 27,85 1854/ 1751 103 1077 S74] 703 -~ - - - P 354( 100 apt ulag glots
OUED EDDAHAB (Oued Zem) | Uui-87 S.76 404 377 27 O] 100 277 277 - - - 404( ANHI Forecast
AL WAHDA EXT. (Oued 2em) Jui-87 2.25 118 118 o] 0 50 68! - - - - 1 18| ANHI Forecast
AL QODS 11. (Taza) Nov-87 23.41 908 890 18 0 0] 650 240 1€ - - J08|ANHI " PER.T
HMASSIRA (B. Mellal) Déc-87 ] 3266| 1593 1585 8 0 0| 800 785 6l - - 15G3]ANHI, PERT
AL MOUKAOUAMA I Mai-88 6.03 277 274 3 o - 169 106 3 - - 277} ANHI
R. BENBIDANE 11 (Tanger )= » Jui-88 3.76 251 249 2 84 - 165 2l - - - 2S5 1 ANHI
NARJISS (Tanger) Jui-88 35,55 927 g1 16 o] - 400 4q41 ac; - - 927 PERT/ 70 ap blay pl
ANDALOUS (Tanger) Oct-88 9.20 375 368 7 o] - 270 Sé Pl - - 375 42 apt blay plots
AL MOUKAQUAMA 1(0.2em) | Oct-88 6,00 374 364 10 o] - 364 10 - - - 2740
SIDI KACEM Jan-89 S5.00| 2207 2032 17S 0 - - 1 200 683G 172 - 2201MPERT
OULAD OUJIH (Kénitra) Mar-89 | 140,00] 4487 4448 39 o] - - 1 2861 1886 1 260 361 Qa/|PERT
SOUK SEBT (Kénitra) Mar-89 [ 100,00/(3 015) (3 000) tS) 0 - - 1 206 1 200 600 1S 30US|PERT
CHANT! (Sidi Yahia) Mar-89 | 120.00|(3 620)| (3 600) 2¢) Qo - - 1 200} 1 20G| 1 200 20| 3¢20PERT
AL MOUKAQUAMA III Mer-89 4,00 216 214 2 0 - - 214 Z - - 216|PERT
INZEGANE (Agadir) Mar-89 25,00](1 135)] (1 125) ae) 0 - - 1125 26 - - VISIPERT
AL KORA 11l (Rabat) Jui-89 4,56 512 199 313 0 - - 193 315 - SIVIPERT
TADDART (Agadir) Nov-89 ) 120,00](3 620)] (3 600) 120) o - - 620 1 200 1 2w e 3esilpen r.__
GENERAL TOTAL 998,01] 37 486] 36 137] 1 349 $540{ 2358] 6 119] '5655| 7 1344 4457 694 37 242
PROJECTS WITH ONLY PUNCTUAL INTERVENING (Sites already oCCupied) e
AL KOUCHA/SAADA (Taza) [aAwr-87] 1157] 761 746 15 735 ' 15| - - - - 761]
BAB SIFFER Mei-83 | 27,00 2240 2219 21 ol 2216 - - - - - 2219
ZOUAGHA (Fés) Déc-68] 20,60] 1336 1296 40 0] 1 23¢€ 40! - - - - 1336

(*1 Over GOR completion as of Dec. 31, 1987

(%) Plots gelivered with or,

ly roadway and sewer works; the otler sersi:

es are in tha process



APPENDIX 7.2 : FINANCIAL SITUATION OF PROJECTS 1984 -1987 (in Whowssnd DHS)

(YEAR OF APPROVAL I 1984 T 1965 | 1986 | 1967 | TOTAL ]
A/ CHARACTERISTICS
A |- NUMBER OF OPERATIONS 3 14 10 10 37
A2- TYPE OF OPERATION |Rehousing - 6 S 2 13
Development 1 2 3 3 9
integraled 2 S E S 13
Upgrading - ! 1 - 2
AJ- GROSS SURFACE AREA 62,44 63993 8041 663,19 445 97
A4- NIMBER OF PLOTS PROECTED 3918 231821 4837 219 S3851
AS- OP. IN DESIGN PHASE  |Number 0 6 6 7 19
Area 0,00 428,43] 4151] 59555] 106549
A6~ OP. UNDER CONSTRUC . [Number 3 8 4 3 18
Ares 62,44 2115 389] 6764 380,48
B/ FINANCIAL SITUATION
B1- TOTAL EST. COST Tolal 79 251 700 480! 102 841} 829 099 1 711 672
of which Land cost 12 021 S6 841] 249331 74 766 168 560
of which ANHI Approp. 65211 2772 68 571] 752676 1 164 209
B2- CONTRACTED Design 85 69 3405 7885 12023 -
COMHUTMENT Works 17 700 32 26 1191 108 7531 186 671
Others® 1 283 23571 17422] 17 403 38 465
Tolal 19 068 35 104] 48 946 134 041 237 159
Accum. Tolal 19068 54172 103 118] 237 159
B3- PAYMENTS MADE Design 0 370 1842] 3752 5 964
Works 81 14241] 31 424] 53635 99 382
Otherse® | 8971 2338 17029 20277
Tolal 94 15507 35 74 416 125 622
Accum Tolal 94 15601 51206 125 622
B4- RECEIPTS Ben Advasces 0] 2368 29207 92139] 126714
ACQUIRED €.~ Approp 10 850 3000, 39600 4000 21810
Olhere ¢ 0 0 348 692 1 (040
Tolal 10 850 10 368/ 33515 96832 151 564
Accum. Tols! 10 850 21 218] 54 733( 151 564
BS- Tols! projected pre-financing resources 1182 43¢
broken dowr as follows Bénéficiary advances 1136 467
6P Appropristions 35 969
Other® » 9994
(8) Including an estimated 10.000 plots estimés of the POU 1n Telousn (350 ha*- Techmica! assistance

(b) Does nol include the expenses incurred during Lhe general indentinication studies (119.000 DHS ;
(*) Commercial cosls. programming. cross-subsidy fund. ANHI intervention, VAT, ..
{®*) Cross-subsidy benefits. local governmen! subsiches and other
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A.2- EXECUTION SCHEDULE (20 ha)
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B.1- EXECUTION CHAKT BY PHASE (100 he)
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8.2~ EXECUTION SCHEDULE BY PHASE (100 Ha)
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RABAT, January 20, 1983

KINGDOM OF MOROCCO

MINISTRY OF HOUSING AND MINISTRY OF THE INTERIOR
LAND DEVELOPMENT GENERAL SECRETARY

No. 20/DGL/DPAT/2
i

No. 183/5
INTERMINISTERIAL CIRCULAR

SUBJECT: Allotment procedure of equipped plots
in the framework of the prefinancing plan.

REFERENCE: Ministry of Housing and Land Development-—-Circular No

187/MHAT/I.G. (November 17, 1977)
relative to the allotment procedure of equipped plots and state

housing.

The object of the present circular, while revising the above referenced
circular, is to define the various phases of the procedure, which henceforth
must be observed, for allotting land plots whose development has been
prefinanced in the framework of:

-either the F.N.A.E.T.
-or known services that are administered autonomously; services for

developing land into low income housing.
-or "delegated owner's representative” contracts drawn between the Reg!onal

Housing Delegations or the Municipalities and public or semi-public
developers (ERAC, CGI, OLM, CIFM, SOPHAL) for the development of housing

projects.

The present circular does not concern housing plots which are equipped in the
scope of programs for the removal of "bidonvilles”. The procedure that 1s
therefore to be implemented in the future is defined as follows:

PUBLICITY AND CANDIDATE APPLICATION

As soon as approval has been given for a land development project for housing
within the framework of the prefinancing plan, the general public is informed
by means of posted notices at the headquarters of local and communal
authorities, of various plublic services, as well as »f the Regional Housing
Delegation.

These notices explain, among other things, that interested candidates can pick

up the forms required for the application process, which are provided free of
charge, at the headquarters of the local and communal authorities and at the
Regional Housing Delegation offices.

After the necessary forms have been completed, candidates are required to

submit their application file in exchange for a receipt, at the headquarters
of the Regional Housing Delegation (no other offices can receive applications)



within 2 months from the date printed on the notice.

Application files that do not contain all of the required supporting documents
will be rejected.

As the receipts are issued, the applications are inscribed in a registry whose
pages shall be numbered and initialed beforehand by the Delegate of the
Ministry of Housing and Land Development.

EXAMINATION OF APPLICATIONS SUBMITTED PRIOR TQ THE PRESENT CIRCULAR

Applications submitted prior to the date of the present circular are to be
re-examined by the Regional Housing Delegations in the following manner:

a. applications that fill all the requirements and the deadline outlined in
the present circular are considered acceptanle and are entered in the
above mentioned registry.

b. applications that fill these same requirements but necessitate additional
information must be completed by the interested applicants at the written
request of the Regional Housing Delegations.

c. applications that do not fill these requirements are rejected, and the
files are returned to their holders.

EXAMINATION OF NEW APPLICATIONS AND CONDITIONS FOR ALLOTMENT

The delegation of the Ministry of Housing and Land Development:

-verifies whether the applicant meets the conditions for allotment as
outlined below:

1. Age: 21 years or older on the date the application is submitted.

2. Family status: a household comprising at least one child who 15 less than
21 years of age.

3. Income: a maximum income of 2,250 DH/month* in the case of low income
housing plots less than 110 m2.

(*) a candidate whose income is greater than 2,250 DH/month can apply for

a conventional housing plot, unless he expresaly requests on the application
forms a low income housing plot. In this case, the applicant loses his
right to a conventiomal housing plot.

4. Cannot be the proprietor of any residence or plot of land destined for
residential construction, nor be the beneficiary of any other plot or house
vithin the country grauted through the different housing programs initiated
by the state or private and semi-private developers (ERAC, CGI, OLM,

CIFM...)

5. Cannot apply except within the area of residence which must be proven by
producing an up to date national identification card.

-addresses a letter to all candidates whose application file is incomplete by
requesting that the additional information be promptly submitted.

~gubmits all the applications to the allotment committee while distinguishing
those that meet all the above mentioned conditions from those that remain

incomplete.



THE ALLOTMENT COMMITTEE

The allotment committee is structured as follows:

* as permanent members

-the governor of the province or his representative

~the head of the state land district or his representative

-the delegate of the Ministry of Housing or his representative and the chairman
of the committee. ‘

-the president of the Municipal Council or his representative

* as observers, on occasion

-various representatives from the registry office for taxes and the
land office.

Allotment Committee Meetings

The allotment committee meets in closed sessions as required, two months after
the deadline established for the submission of applications.

Activities of the allotment committee

1. The examination of applications submitted by the Regional Housing
Delegation in light of the conditions specified in the present circular, and
the elimination of those that do not meet all the requirements.

2. The selection by lot of the beneficiaries and of the candidates who will be
entered on the waiting list.
It 13 necessary to distinguish between:

-the selection by lot relative to allotment of low income housing plots

(110 m2 maximum), and which concerns candidates whose income is less than
2,250 DH/wmonth who have specifically requested to be considered for a low
income housing plot;

~and the selection by lot relative to allotment of conventional housing plots
(greater than 110 m2) and which concerns candidates whose income exceeds
2,250 DH/month who have not specifically requested to be considered for a
low income housing plot.

The selection by lot is carried out in the following way:

-photocopies of the candidate's identification cards duly inscribed with the
corresponding application number are deposited in an urn having been
thoroughly examined by each committee member beforehand.

~the photocopies are then drawn from the urn without interruption, and as
each paper is drawn, the beneficiary is declared until the number of available
plots has been exhausted.

-Afterwards, the remaining photocopied I.D's are drawn and a waiting 1list is
composed whose number of candidates is not to exceed 15% of the number of
available plots.

It should be noted that "available plots” is understood to refer to 80% of the

plots separately contained in the two housing categories of a given project;
low income housing and conventional housing. This percentage can vary between



702 and 90X according to the decisions made by the governor relative to the
quotas reserved for beneficiaries in the special categories which are listed
subsequently.

3. The assigning of plots: as each beneficiary is declared through selection
by lot, a plot number is assigned by proceeding from the lowest plot number
figuring on the general site plan to the highest within each housing category.

In the event that the allotment committee should decidé, for whatever reason,
to interrupt the selection process, the urn shall be given over to the
Collector and put under official seal until the process is resumed.

4. Allotment report: at the end of the committee meeting, the minutes are
recorded by the chairman and signed by each permanent committee member. To
this is attached the list of selected beneficiaries and the waiting list, both
also being signed by each committee member.

5. Allotment registry: these two lists are copied into a special registry
held by the delegate and whose pages are numbered and initialed by the
Minister of Housing and Land Development or his representative. Any
interlining or crossing out of any nature in the registry involves the full
responsibility of the regional delegate of the ministry of housing.

. Waiting list: 1t should be explained that the cadidates whose names figure
on the waiting list are given priority, according to their order on the list,

in the allotment process when:

-one of the selected beneficiaries is disqualified

-one of the selected beneficlaries withdraws

-the allotment process is carried out on a future similar project.

VERIFICATION OF THE LISTS

The low income housing beueficiary list and the conventional housing
beneficisry list as well as their respective waiting lists are displayed at
the headquarters of the local and communal authorities, the state land office,

and the Regional Housing Delegation.

All justifiable contestations supported by reliable evidence can be submitted,
during one month following the display date on the lists, to the govermor who
will decide what steps should be taken.

UNSELECTED CANDIDATES

Two cases can occur:

1st case: candidates whose application file is disqualified by the allotment
committee. These applications are returned one month after the
display date of the beneficiary lists by the Delegate with a
letter of explanation attached.

2nd case: candidates whose names remained in the urn after the allotment
process. In this case, the urn for low income housing and the urm
for conventional housing, which contain the remaining I.D.
photocopies that were not selected as beneficiaries and did not
make the waiting list, are given over to the Collector and put
under official seal until a future allotment process in the scope
of a similar project.



These candidates are given priority in a future similar project at the time of
selecting beneficiaries by lot. However, any subsequent change in the status
of these candidates, whose application is under seal, (income, household
dependants, proprietorship in real estate etc.) must be made known to the
Delegate who in turn will notify the allotment committee. In any event, any
change having occured in the status of a candidate and communicated to :the
committee will bring about a thoroush review of the application file.

ALLOTMENT FOR SPECIAL CATBGORIES

A quota of 20X of the low income housing plots and the conventional housing
Plots is reserved for the special candidate categories listed below:

~Families of servicemen who died while reclaiming the Saharian provinces.
-Veteran members of the Resistance Movement and of the Liberation Army.

~Moroccans working abroad.

Satisfying the needs of the above mentioned categories in keeping with the
aforementioned quota is the prerogative of the govermor. This quota can be
reduced to 10X or increased to 30X of the total number in each plot category
as required by the demand. The governor is to communicate his decision to the
allotment committee before it meets.

Applications from the above mentioned categories are submitted directly to the
governor who will make the selection based on the accuracy of the provided
information concerning both the candidates appurtenance to a special category
and the question of proprietorship of other real estate.

The governor is kindly requested to recover all applications relative to these
special categories which at the writing of this circular, are spread out among
the various administrative bodies involved.

It 1s furthermore reuqested that each governor communicate the 1list of
selected beneficlaries under these special categories to the Regional Housing
Delegations, so that the procedure for the collection of prefinancing payments
and for the delivery of equipped plots, can be initiated.

PREFINANCING PLAN

The prefinancing plan to be implemented is outlined in circular No.
1871/MHAT/IG, November 17, 1977.

=)
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ANNEX VII. E3

VII. £3. SOCIAL_SOUNDNESS AND WOMEN IN DEVELOPMENT

1. Social Soundness and Women in Development

a. The Socio—cultural Setting

In the last 15 years, Morocco has experienced rapid urbanization, with almost
43% (8.4 million persons) of the total population now living in urban areas.
The delivery of authorized shelter has lagged far behind, resulting in the
continued existence of areas called "bidonvilles," (shanty towns) and the more
recent and rapid development informal housing settlements referred to as
"zones d'habitat clandestin,” or clandestine developments, implying
development without municipal government permission. These types of
development differ in important ways, as the shanty towns are dense,
unserviced neighborhoods of poor quality construction, while the clandestine
neighborhoods have more conventional construction materials and techniques,
and, therefore, higher quality and spacial standards. Both types of housing
serve the nceds of low income groups. A 1983 study by the World Bank
identified five basic elements that typify most clandestine neighborhoods:

—- absence of formal authorizations for land developmentand individual
housing construction;

- inadequate provision of physical and social infrastructure;

~ prevalence of owner-built construction, with housing development
occurring in phases;

- lack of registered title to the land, though traditional contract forms
establish ownership rights;

— median household income 40% lower than the urban median.

The main reason for the development of informal housing has been the size and
speed of urbanization in .« occo. The specific form it has taken results from
an inadeguate supply of serviced land interacting with a dynamic response by
land speculators and the informal sector to meed the demand for low-income
housing.

The proposed project is specifically designed to support the GOM effort to

increase the amount of serviced land offered to lower income families in a

context of clear title and ease of access to public services, be they water
and sewer or transportation and education.

Socio-economic analysis is based on data from the 1962 Census, plus an in
depth analysis of two low income neighborhoods in Tetouan carried out by the
Institut National de 1'Amenagement Urbain (INAU) and USAID/Morocco in 1986.
The socio-economic characteristics of the population described in the analysis
is considered accurate for the lower income segment of this project's target
population. The most important differences between the groups studied in the
INAU analysis and the higher income segment will be income itself, and,
therefore, the potential for access to higher levels of savings and credit.

N



(1) Land Tenure

The predominant forms of land ownership classification in informal
neighborhoods (accounting for 82%) was found to be either public domain or
private ownership in almost equal proportions. About one quarter of the
inhabitants of the public domain lands claimed ownership by virtue of the
“zina," a traditional form of recognition of the rights of those who develop
public domain lands. When an owner who claims use rights via the "zina" sells
these rights, the "mulkia" is used, a transfer mechanism supported by ten
witnesses. About 20% of owners of land registered as public domain have
acquired the right via the "mulkia." The "mulkia" process is formalized by an
"acte adoulaire" and about 45% of the households inhabiting public domain land
claim ownership through one of these two mechanisms. One third of the
households, when asked about their confidence in their ownership rights,
indicated no concern about their legality.

In a shanty town area, one proprietor accounted for the bulk of the land. This
land had been acquired through registry under the "khalifa" process, a process
employed during the period of the Spanish protectorate. This type of title °
mechanism can be found principally in the north or the far south of Morocco,
and was ruled invalid in 1978. Transfer was required at that time, but due to
the length and complexity of the process, few properties have been

re-registered.

There is a clear difference in the quality of construction between those areas
where households are confident of their ownership, whatever the mechanism
applied, and those where it is clear that there is another owner.

(2) Land Purchase and Home Construction

Approximately one half of the households claiming ownership of a land parcel
lived in the Tetouan area for more than 15 years before acquiring land. More
than 60% indicated that price was the determining factor for choice of the
parcel, with 17X indicating proximity to work.

Some two-thirds of those buying unbuilt land paid the full price once, while
the remaining one third paid over time. Any financing was informally arranged
among friends and connections. Forty-five percent of buyers used family
savings as contrasted with 27% who used the sale of an assat to raise the
funds. More than 55% of the households surveyed reported buying undeveloped
land and then proceeding to construction. For 65%, construction began in less
than one year following acquisition of the parcel, and just under 50% reported
that construction took less than six months. Once again, in the majority of
cases, construction was financed by savings.

Some 50% of the units were found to be served by potable water, 65% had
electricity, and 11% were connected to the municipal sewer system. Almost 70%,
however, were connected to community level sewer networks, w..ich removed waste
water from the site, often via open canal, but had no . 1t~ ~t capacity.
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(3) Unit Occupancy and Household Data

The average household size in the study neighborhood compared closely with the
5.59 registered for the Tetouan area as a whole, with 18% of the households
having nine or more members, and only 3% being single person households. About
23% of the households were renters, a lower figure than for Tetouan as a
whole, and the renter group had slightly lower average income and fewer
economically active members. Rental payments averagéd 17.4% of income. As
might be expected, the population is young, with 64% under the age of 25,
though this number is not far different from the national urban situation.

The median urban area household income has been estimated to be 2,250 DH per
month., While studies of household income and expenditure are invariably
difficult, the Tetouan area work referenced above suggests that expenditures
may run 57% for food, 16% for transportation, 2% for housing and 25% for
health and clothing or other related expenditures. There are some data that
suggest that poorer households within the target group may have to devote a
higher percentage to food.

When asked to give priorities to community needs, roads were an overwhelming
first choice. Public lighting was second. Clear title had an almost
insignificant response, confirming other data that suggested that households
would prefer to live with the current situation, rather than have to go
through the bother and expense of a more regularized situation. This sentiment
applies to those who do feel secure by having an "acte adoulaire" or other
form of traditional contract to support their claim to ownership rights.

Those economically active among the target group tend to work in commerce
(23.5%), traditional hand crafts (17.1%), public works (14.1%) and service

positions (15.2%).

Seventy—one percent of heads of household had earned income, with 20X retired
or disabled, 2% unemployed, and 6% housewives. Thirteen percent of households
are headed by women. Only 9% of females in the Tetouan study area had earned
income, versus 38% of males. One in eight women were economically active, as
compared with one in two men. Twenty-seven percent of female heads of
household who responded to questions on household income fell into the poorest
category.



- 4 -

b. Link Between ANHI Projects and Target Families

Socio—economic analysis of two ANHI projects where allocation of lots has
already taken place, Oued Fes, a project developed by ANHI itself, and Butte
I1 in Rabat, a "bidonville" relocation project developed by ANHI on behalf of
the municipality, show that the population served equates well with the AID
target (urban median monthly income estimate: 2250 dirhams, US$281. The
following tables are illustrative. ,

TABLE VII. E3.1. — OUED FES: PROFILE OF BENEFICIARIES

HEADS OF HOUSEHOLD MEN WOMEN BOTH
Percentage 86.9 13.1 100
Average Age (years) 44 40
OCCUPATION:
Civil Servant 50.5 52.4 50.7
Teacher 19.7 21.4 19.9
Commerce 2.1 0.0 1.8
Artisan 9.2 13.6 9.8
Laborer 0.3 0.0 0.2
Work Overseas 8.8 0.0 7.7
Other Occupation 8.3 4.9 7.9
Retired 1.0 0.0 0.8
Unemployed 0.1 7.8 1.1
Ensemble 100 100 100
AVERAGE INCOME 1985 2000 1692 1975
(Dirham) 1988 2332 1974 2302
MEDIA INCOME 1985 148¢C 1300 1555
(Dirham) 1988 1726 1516 1814
TABLE VII. E3.2
BUTTE II: PROFILE OF BENEFICIARIES
HEADS OF HOUSEHOLD MEN WOMEN BOTH
Percentage 85.5 14.5 100
Average Age 50 55
OCCUPATION:
Civil Servant 9.8 0.0 8.4
Teacher 0.3 0.0 0.2
Commerce 6.0 0.0 5.1
Artisan 25.6 3.2 22.4
Laborer 24.5 8.1 22,1
Work Ouvarseas 1.9 0.0 1.6
Other~ Occupation 20.2 19.4 20.0
Retired 6.5 0.0 5.6
Unemployed 5.2 69.4 14.5
Ensemble 100 100 100
AVERAGE INCOME 1985 569 273 527
(Dirham) 1988 665 319 614
MEDIAN INCOME 1985 550 300 500
(Dirham) 1988 642 350 583
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These two project examples maybe considered at the extremes of the income
range served by the ANHI. If the Oued Fes example is taken as more
representative of the future operations of the ANHI, it is still possible to
see a range in which the median income falls below the urban median. The
following table gives a distribution of incomes served by the Oued Fes project.

TABLE VII. E£3.3,

OUED FES — DISTRIBUTION OF MONTHLY BENEFICIARY INCOME

Decile Percent Income Strata Average Avg. Size(M2)

(Cumulat.) (dirham) Income Plot Acquired
1 10 490 to 1030 820 113
2 20 1030 to 1200 1117 123
3 30 1200 to 1420 1323 126
4 40 1420 to 1550 1492 132
5 50 1550 to 1800 1680 137
6 60 1800 to 2330 2077 128
7 70 2330 to 2680 2535 149
8 80 2680 to 2950 2870 185
9 90 2950 to 4420 3501 214
10 100 4420 to 9000 547¢ 279

Experience to date suggests, therefore, that nearly 70% of the population
served by the Oued Fes project, the project most likely to resemble future
ANHI production, may be classified as the target for HG Program support.

c. Affordability of Project Output for Target Families

The affordability of project output has been considered from three points of
view in an effort to reflect current experience, and to permit a review of the
impact of use of formal sector home financing techniques.

USAID/Morocco housing sector strategy for the medium term includes analysis of
the ways to improve access to traditional long term home purchase financing,
and support of GOM programs designed to achieve such an objective. Improving
access to such financing, however, will not only require program and attitude
development among Morocco's banking institutions, but also a comparable
development of interest on the part of low-income families. (See sections on
Technical Assistance.)

Because ANHI has been launched in a financially conservative environment, and
has, therefore, relied on beneficiary advances for the bulk of its working
capital, the experience with lot allocation and sales to date offers an
excellent insight into the purchasing and financing praeferences of its
clientele. This experience makes clear that the majority of families that are
the target of ANHI projects have used informal financing techniques to support
purchase of a lot and the resultant home construction. ANHI information also
suggests that many of these beneficiary families would not use formal sector
finance were it available.
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In fact, this is not surprising information. Tables VII. E3.1 and 2 above show
that many of the heads-of-household are likely to have irregular income flows.
They are also not familiar with credit concepts that suggest that the monthly
payment is a far more important component of the decision making process than
the total to be paid over the lifetime of a loan. They do not see the purchase
as that of an asset whose value will increase beyond the total amount
invested, and on which a profit could be made at, time of sale.

For this reason, the affordability analysis contained herein will review three
different conditions: 1) recourse to traditional, formal home fimancing; 2)
application of a discounted cash value analysis to relate incomes to potential
investments using another type of credit arrangement; 3) a review of recent -
ANHI experience, applying the ANHI procedures now prevalent.

(1) Traditional, Formal Sector Financing

Tables VII EA.4 and 5 give the results of a series of calculations of
affordable lot and housing unit costs based on the following assumptions:

¥ beneficiaries will use savings, cash from the sale of family assets,
informal credit, or other means to buy the lots with cash (in three

payments over 2-~3 years);

¥ the lot title will be sufficient collateral to obtain formal financing
“(from C.I.H.);

¥ two types of loans will be assessed — a CIH low cost housing loan 7%
over 25 yrs (which is subsidized), and a normal house construction loan
at 10% over 15 yrs;

¥ the maximum affordable loan will be calculated based on borrowers
spending 20% to 30% of their monthly income on the loan payments;

¥ The ratio of down payment (plot) to loan (house) costs will be 1/3 to
2/3, respectively,

The results are summarized below, for a household at the median income
(1989):

Low Cost Construction
Housing Loan Loan
7%, 25 yrs 10X, 15 yrs
Max. Afford Lot Price (DH) 58231 38006
Max. Afford Lot Price per m2
based on a lot of:
@ 60m2 971 633
@ 680m2 728 475
@ 90m2 647 422
@ 100m@ 582 380

@ 120m2 485 317

-
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Households at the median income can afford to pay between 38000 DH and
58000 DH depending on the financing they obtain. If they were to purchase a
lot of 90 m2, they could afford to pay 422 DH to 647 DH per m2.

The breakeven sale prices estimated in Annex VII. E2.A can now be compared
to these figures. Those calculations led to an average price of 265 DH/m2 for
the target group. This amount should be easily affortdable by households at the
median income. '

Tables VII E3.4 and 5 show similar calculations for household who earn less
than the median. Household who earn only 60%-75% of the median income could
still afford the lot price of 265 DH/m2, assuming a lot size of 90 m2. By
selecting a lot of only 66m2, even a family earning only 45% to 60% of the
median could afford an ANHI lot.

Another factor in the affordability analysis is the fact that in many cases
two families can combine resources to buy a plot and construct a house for
both. Thus the affordablility doubles. For the target price of 265 DH/m2, two
families earning 45% to 65% of the median can join forces, purchase a lot of
120m2, build a dwelling and each occupy one floor. Alternatively two families
earning 30% to 40% of the median income can buy a plot of 60m2, and share the
dwelling. Similarly a single family could purchase a lot and construct, and
then sell off the upper floor, which would in essence amount to the same as
the stategy mentioned immediately above.



The conclusion of this analysis is that the purchase of ANHI lots through
use of traditional formal home financing will be easily afforded by a
household at the median income. In addition, households well below the median
can also afford to purchase lots and construct housing.

TABLE VII. E3.4

AFFORDABLE LOT COSTS C.I.H. LOW COST HOUSING LOAN
INTEREST: 7.0%
PERIOD: 25 yrs

% OF MEDIAN INCOME 100% 90% 80% 70% 60%
MONTHLY INCOME (1989) 2776 2498 2221 1943 1666
ANNUAL INCOME 33312 29981 26650 23319 19987
%X OF INCOME TO HOUSING 30.0% 30.0% 25.0% 25.0% 20.0%
MONTHLY INCOME TO HOUSING 833 750 555 486 333
MAXIMUM LOAN AMOUNT 116463 104816 77642 67937 46585
MAXIMUM LOT PRICE 58231 52408 38821 33968 23293
MAXIMUM HOUSE + LOT 174694 157224 116463 101905 69878
YEARS OF INCOME IN LOT 1.75 1.7% 1.46 1.46 1.17
YEARS OF INCOME IN TOTAL 5.24 5.24 4.37 4.37 3.50
AFFORDABLE LOT PRICE 58231 52408 38821 33968 23293
LOT PRICE PER m2

@ 60 m2 971 873 647 566 388

@ 70 m2 832 749 555 485 333

@ 80 m2 728 655 485 425 291

@ 90 m2 647 582 431 377 259

€ 100 m2 582 524 388 340 233
@ 110 m2 529 476 353 309 212

€ 120 m2 485 437 324 283 194
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TABLE VII. E.3.5

AFFORDABLE LOT COSTS C.I.H. CONSTRUCTION LOAN
INTEREST: 10.0%
PERIOD: 15 yrs
% OF MEDIAN INCOME 100% 90% 80% 70% 60%
MONTHLY INCOME (1989) 2776 2498 2221 1943 1666
ANNUAL INCOME 33312 29981 26650 23319 19987
% OF INCOME TO HOUSING 30.0% 30.0% 25.0% 25.0% 20.0%
MONTHLY INCOME TO HOUSING 833 750 555 486 333
MAXIMUM LOAN AMOUNT 76013 68412 50675 44341 30405
MAXIMUM LOT PRICE 38006 34206 25338 22170 15203
MAXIMUM HOUSE + LOT 114019 102618 76013 66511 45608
YEARS OF INCOME IN LOT i.14 1.14 0.95 0.95 0.76
YEARS OF INCOME IN TOTAL  3.42 3.42 2.85 2.85 2.28
AFFORDABLE LOT PRICE 38006 34206 25338 22170 15203
LOT PRICE PER m2
@ 60 m2 633 570 422 370 253
@ 70 m2 543 489 362 317 217
€ 80 m2 475 428 317 277 190
@ 90 m2 422 380 282 246 169
€ 100 m2 380 342 253 222 152
€ 110 m2 346 311 230 202 138
€ 120 m2 317 285 211 185 127

(2) Discounted Cash Flow Basis

A second approach to evaluating the affordability was also taken, assuming:
¥  beneficiaries take no formal financinrg;

¥ the financial burden of purchasing a lot and constructing basic shelter
(by whatever means) can be estimated by annualizing these costs at a 10%
discount rate over 20 years. The annuity associated with thesv costs
must not exceed 20% to 30% of the monthly revenue;

¥  the analysis wll assume lot prices at 265 DH/m2, and lot sizes of 60m2
and 90m2;

*  construction of a house will cost 700 DH/m2 of liveable space.

Thus firom an estimate of income, the maximum affordable house size can be
computed. If this surpasses a liveabla ninimum, the lot and house will be

considered afrordable.

Results are shown in Table VII E3.6, and summarized below. The household at
the median income can afford an annuicy of 832 DH/month (as in the previous
analysis), which constrains them to spend 61231 DH on a house if they buy an
ANHI plot of 90m2. At 700 DH/m2, they can build a house with 87m2 of liveable

. ,[‘
W
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space. By buying a plot of 60m2, they can afford a house with 99m2 of liveable
space. Both of these house sizes are considered adequate. Obviously households
with a smaller income will be able to afford a smaller living space.
Households whose incomes fall as low as 60% of the median can still build the
minimum basic shelter.

TABLE VII. E3.6

AFFORDABLE HOUSE SIZE

% OF MEDIAN INCOME 100.0% 90.0% 80.0% 70.0% 60.0%
MONTHLY INCOME (1989) 2776 2498 2221 1943 1666
X OF INCOME TO HOUSING 30.0* 30.0% 25.0% 25.0% 20.0%
MONTHLY HOUSING AMOUNT 833 750 555 486 333
AFFORDABLE LOT + HOUSE 85081 76573 56721 49631 34032
LOT 5IZE 90 90 90 90 90
AFFORDABLE LOT COST 23850 23850 23850 23850 23850

MAXIMUM AFFORD. HOUSE COST 61231 52723 32871 25781 10182

CONSTRUCTION COST PER m2 700 700 700 700 700
AFFORDABLE HOUSE SIZE 87 75 47 37 15
X OF MEDIAN INCOME 100.0% 90.0% 80.0% 70.0% 60.0%
MONTHLY INCOME (1989) 2776 2498 2221} 1943 16656
%X OF INCOME TO HOUSING 30.0% 30.0% 25.0% 25.0% 20.0%
MONTHLY HOUSING AMOUNT 833 750 555 486 333
AFFORDABLE LOT + HOUSE 85081 76573 56721 49631 34032
LOT SIZE 60 60 60 60 60
AFFORDABLE LOT COST 15900 15900 15900 15900 15900

MAXIMUM AFFORD. HOUSE COST 69181 6C673 40821 33731 18132
CONSTRUCTION COST PER m2 700 700 700 700 700

AFFORDABLE HOUSE SIZE 99 87 58 48 26
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(3) Informal Financing Technigues

Though considerable thought has been given to this subject, with studies
carried out for markets in other countries, there is no statistically
conclusive information about how Moroccan low-income families amass the
resources necessary for land and shelter acquisition, and, thereby, avnid the
bureaucratic obstacles of formal financing institbtipns. What has besr made
very clear for some time is that access to serviced land at an affordable
price provides the critical incentive to low-income families to concentrate
resources for purchase, and subsequent construction of shelter over time,
without recourse to formal sector financing programs. The ANHI experience is
clearly proving the point.

ANHI lots have been purchased by families inhabiting shanty-towns whose
reported monthly incumes are below the levels that would be necessary were
they to use formal sector loan programs. These families have also opted for
larger lot sizes than had been expected, often because they are able to
ccmbine, as has been noted above, so that one lot serves two families.

ANHI management have had to stagger project completion to respect the capacity
of their clients to advance working capital over the lot preparation process,
but the percentage of "clients" unable to maintain the pace of advances has
been ten percent. The conclusion is that the ANHI product has been priced to

be affordable to the target population.
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ANNEX VII. E4

VII E4. INSTITUTIONAL ANALYSIS

I ANHI ORGANIZATIONAL STRUCTURE AND FINANCIAL FLOW

1. Historical Background and Operating Characteristics

ANHI has been chartered in 1984 as a private law enterprise. (Societe Anonyme )
owned by the state. As stated in its charter "The State sub standard housing
assigns ANHI The task of eliminating this tasks covers but is not limited to:

~ The purchase and servicing of land located outside or inside slum
neighborhoods .

~ The elaboration of studies concerning the servicing of slum
neighborhoods and the construction of relocation housing and community

faculties.

— The marketing of serviced plots; housing units and eventually any other
residential or commercial buildings it may have built,

=~ The recovery of advances and other costs from beneficiaries of its
programs.

ANHI's charter gives it the operational authority necessary to pursue these
objectives including contracting loans from external sources with prior
authorization of the Ministry of Finance.

ANHI became operational in 1985 and is currently the most important land
developers in the Kingdom with a portfolio of 42 projects in various stages of
implementation covering the production of 34000 serviced plots including the
10000 piots of the AID financed Tetouan project. Deliveries of finished plots
reached 5500 plots in 1987 and are expected to level at 8 to 10000 plots per
year in 1990 when ANHI reaches its full production capacity.

Currently, and in most of the ongoing projects, ANHI acts as a Project Manager
on behalf of the Regional Directorates of the Ministry of Housing, and loual
Governments. A sizable proportion of its production, about 90%, is earmarked
for relocation of "bidonville" dwellers at a heavily cross subsidized prices,
Because of its very low capitalization (100 000 DH) and of the absence of an
adequate rinancing mechanisms ANHI relies entirely on beneficiary advances to
carry out its operations. Furthermore detailed studies or works on a
particular site can only start when advances from its specific beneficiaries
are collected. As a result, planning and coordination are extremely difficult
and works follow closely the plan of advance collection leading to lengthy
development periods and otherwise avoidable cost burdens.

The proposed program will address the above mentioned constraints by providing
ANHI with a 10 Millions HG loan intended as & working capital to start and
sustain a slum prevention activity covering the yearly production of 3000
serviced plots at prices affordable to populations below the Median income.
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In this program which constitutes approximately 33% of ANHI projected
production capacity, ANHI will act as a principal rather than as a project
manager; opposed to project manager. However, it will continue to subcontract
works, engineering studies and technical monitoring to private entrepreneurs,
public utility agencies (Regies) and engineering companies and will limit its
role to activities where it has a clear comparative advantage such as:

- Project indentification

- Land assembly and regularization of land tenure

—- Contracting, coordinating and supervising studies and construction

~ Collection of beneficiary payments

- Defining marketing strategies

- Defining pricing strategies with a reasonable differentiation among
various uses (residential, Commercial..,)

~ And ’ .ross subsidy component benefiting the poor

- Providing technical assistance to beneficiaries for housing construction -

= Pronmoting partnerships with private developers and small builders for
the production of low income shelter.

2. Organization and Staffing

ANHIS Organization chart is shown in the figure below. This organization
which heavily relies on project managers is very well suited for ANHIS
geographically decentralized activities and allows high production levels with
minimal overhead expenses. It is characterized by the existence of two
separate groups of activities: A functional department centralizing all
administrative personnel and financial activities and operational departments
centralizing conceptual work, project evaluation commercial policies etc...;
and a pool of project managers responsible for all aspects of project
implementation and drawing on the ccmpetence of the other departments for the
various tasks of project preparation and administration.

In the past, while acting as a project manager on behalf of the Ministry of
Housing its regional directorates and local governments ANHI relied heavily on
the regional housing directorates for cost recovery and on the public treasury
network for handling its receipts. With the event of the proposed program
strengthening of these capabilities is required. This same remark applies for
land acquisition. Most of the land tracks being develcped currently by ANHI
are identified by the regional directorates of housing and gerierally belong to
the state or to the local governments. 1In the future, however, ANHI will have
to buy land from private owners and it should accordingly develop in house
capabilities to carry this activity particularly for the identification of the
tracks of land and the quick evaluation of their potential for development and
successful marketing. The actual legal and administrative work pertaining to
the purchase of land is carried out by private public notaries readily
available in most parts of the Kingdom.
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3. Controls authorizations and approvals

a&. The board of Directors

ANHI has a board of directors chaired by the Minister iof Housing. It includes
representatives from the ministry of housing the Ministry of Interior, the
Ministry of Finance, the Ministry of Economy and Plan, the state secretary for
economic affairs assigned to the prime minister and the Fund for Communal
Infrastructure FEC. The board defines ANHIS policies oversees its activities
and approves its budget and its medium term plans. Extensive powsrs are
delegated to the Director General for carrying out approved progr - s,

4, Financial Controls

As a private law enterprise wholly owned by the state, ANHI is subject to
government financial control. This control is exercised by the financial
controller, a senior official from the Ministry of Finance and the accountant
who is seconded to ANHI by the Ministry of Finance. ANHI is further requested
to have an annual budget approved by the Ministry of Finance which includes.
anticipated expenses and revenues for both operations and investments. The
controls of the financial controller and the accountant, who jointly signs all
the checks with the director general, are exercised with reference to these
budgets and to relevant contracts and public finance regulations. These
controls are generally timely. They are concerned strictly with the
regularity of expenses and do not limit the powers of the Director General.

Like all state owned enterprises ANHI is required to give full accounting of
its expenses and revenues to the Ministry of fFinance. For accounting purposes
ANHI is required to open individual Accounts for each project and funds
collected from future beneficiaries of a given project can only be strictly
and directly earmarked to pay for the specific expenses of that project.

To date ANH1 is not authorized to open accounts in primary banks. It has a
single checking account at the treasury which centralizes all jits revenues.
All payments are made by checks drawn on this account anc jointly signed by
the accountant and the Director General, these checks are negotiable in all
banks. Revenues from sales are collected as follows: when a payment is due by
& given beneficiary ANHI issues an authorization to pay. The concerned
beneficiary deposits his or her payment at the local branch of the treasury
upon presentation of the authorization to pay. Against his payment he
receives a receipt to prove the transaction when required. The local public
treasurer sends a copy of the authorization to pay to ANHI and transfer the
fund to the central treasury in Rabat with a float averaging 15 to 20 days.
The central public treasury in Rabat provides ANHI daily with a listing of all
payments received including the names of beneficiaries and the amounts
deposited by each beneficiary. Money deposited in the checking account do not
bear any interest. ANHI has however the possibility to place its excess
liquidities in time deposits (Three month certificate) at 8% interest rate.
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Contracting beneficiary selection and pricing are subject to external controls
as follows:

5. Contracting procedures and control

Contracts are authorized by a joint commission whose members include; the

director general of ANHI, the financial controller and a ‘representative from .
the ministry of housing. The contracting procedures obey both the general

laws concerning work, supplies and services contracts for public bodies and

the specific regulations concerning the activity concerned. Contracts are

awarded to the best qualified bidders.

The control of the execution of the contract is the joint responsability of
the engineering firm in charge of the technical monitoring of works, ANHIS
Project manager, the local representative of the Ministry of Housing and
eventually the public laboratories for analysis of material. Invoices for
progress payments have to be signed by the above parties and approved by the
financial controller, mentioned earlier, and the director general before

payment.

The contracts allow for physical contingencies and price revisions within a-
specifiec ceiling. Past this ceiling revised work orders are made and have to
be approved by the joint commission for contracting.

Both the contracting and revised work order procedures are standard procedures
and don't raise any particular concern.

6. Beneficiary Selection

Beneficiary selection procedures are set in the interministerial circular; 20
OGL/DPAT/2 dated January 1983 and signed jointly by the Minister of Housing
and the Minister of Interior. This circular is given in Annex VII E 2B.

Applications for a serviced plot are examined by the regional directorates of
housing which assesses the acceptability of the applicant: Eligible
beneficiaries are defined as tollows:

i/ Age: a minimum of 21 years at the time of application.
ii/ Martial status: married with at least one child not exceeding 21 years
of age at the time of the application.
iii/ Revenu: 2250 DH/month maximum for applicants towards serviced plots
smaller than 110 Square meter and earmarked for low income housing.
Applicants housing higher revenues can be eligible for larger plots. .
iv/ Applicants should prove that they are not owners of urban land plots
produced by public or semi-public developers in any part of the Kingdom.

v/ Application can only be received for development in the locality of .
residence as evidenced by the national ID card the eligibility of the
beneficiaries assessed by the selection commission. A selection by lot
among eligible beneficiaries is made in the presence of this commission
which includes the following members:

~ The Governor of the province or his representative -~ chairman.
~ The chief of the "Circumscription Domaniale" or his representative.
~ The local delegate for housing or his representative - secretary of the

commission,
= The chairman of the municipal council or his representative

\\\
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When necessary the commission could invite local representatives of land
registry, internal revenues or land titling as observers.

The commission selects a main list of beneficiaries and a waiting list
equivalent to 15% of the main list. When a beneficiary from the first 1ist
loses his right to a plot; usually for failure to pay /in time, he is
automatically replaced by the first beneficiary on the waiting list,

10 to 30 percent of the lots in each development are earmarked for special
beneficiaries such as workers abroad and widows of the war. The selection of
beneficiaries for these plots is at the full discretion of the Governor.

The same selection procedure would be applied for the proposed program,
Experience showed in Morocco and elsewhere that involving local authorities in
the selection process insures their full cooperation for the various
authorizations and approvals and insures also a better knowledge of the
beneficiaries and of the demand for serviced plots in the various localities.
One concern should however be raised for the 10 to 30X plots to beneficiaries
selected at the full discretion of the Governor.

Lots for commercial Use and apartment building are sold by competitive bidding
according to regular procedures.

In the proposed programs ANHI is encouraged to wholesell to private developers
and small builders, tracks of serviceable land for further servicing and/or
low income housing construction. ANHI should develop selection procedures for
these developers and small builders encouraging competition and providing
reasonable incentives.

7. Land Pricing

Sales prices of residential plots are determined by ANHI on the basis of the
projected costs of the development and prices are advertised at the
announcement prices have to be approved by the local authorities and namely
the Governor. Two principles are observed in determinina the sale prices,
The principle of total cost recovery for each site developed and the principle
of cross subsidies between the different land uses within a given site.
Basically in each development 10 to 20% of the land are earmarked for
commercial use and apartment building and sold at marked price or
approximately at twice their cost. the markup on the sale of this land is
used to cross subsidize low income residential land as well as land earmarked
for community facilities (5%) which is transferred fee of charge to local
authorities. Further price differentiations exist to a lesser extent among
lots, based on plot size and plot location within the site.

8. Land Acquisition

Land acquisition prices are determined by arm length negotiations between ANHI
and the owners. These prices are influenced by the prices assessed by the
land price assessment commissions (Commissions d'expertise) composed of whose
members are the Governor and representative from the regional administrations
in charge of the public estates and of land titling and registry as well as
representatives from the local government. The prices determined by the above
commission are usually the actual transaction prices in case of an acquisition
of public or collective land. They greatly influence the actual transaction
prices in case of land purchased from private owners.
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IT. UTHORIZATIONS ANG_APPROVALS REQURED FOR LAND DEVELOPMENT

Each land development operation requires a series of authorizations and
approvals as outlined below:

i/ Regularization of land titles.
1i/ Agreement in principle.
iii/ Authorization to develop. ;
iv/ Interim Formal reception of the sites by the municipalities.
v/ Individual land titles.
vi/ Construction permits.
vii/ Final formal reception of the sites by the municipalities.

1. Regularization of land titles

The regularization of land tenure and titles is normally required before
starting any development. However, given that ANHI is wholly owned by the
state, it is sometimes allowed to proceed to other steps of the procedures
before regularication of land Tenure.

The regularization procedure varies depending on whether or not the various’
parcels of the land track to be developed are originally titled. 1In the first
case ANHI presents to the administration in charge of land registry and
titling an application for title containing; the technical drawings, the
acquisition documents and the titles to the various parcels. A new single
title is issued for the whole land track within a period not exceeding one
month .

In the second case the procedure is very similar however an additional five to
six months are usually required for publicity and legal inquiries.

Surveying, topographicai werhk and legal works arw carried out by private
surveyors topographers anc public notaries on behalf of ANHI. These are
readily available in most parts of the Kingdom.

2. Agreement in principle (Accord de principe)

All land development projects exceeding a 100 plots are required to have prior
approval of the local authorities at the provincial or prefectural level.

This approval is based on the draft urbanistic studies. The delays required
for this approval vary from 2 to 6 months depending on whether or not the
location of the site is in an area covered by a duly approved and advertised
urban plan and on whether or not ANHI requests exemptions from certain urban
regulations.

3. The authorization to develop the site

Once the draft urbanistic plans are approved at the provincial or prefectural
level ANHI proceeds to the detailed studies of the site. The final Jdriwings
are then presented to the municipality for approval. The mu-icipality in turn
forwards the drawings to the regional authorities and issues an suthorization
to develop within one to two months.
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Both the delays involved in delivering the agreement in principle and the
authorization to develop the land are reduced due to the existence of an ample
amount of clear and well established codes and regulations and due to the high
level of competence of both ANHL staff, the engineering consultants, and the
staff of the regional directorates of Housing.

1

4. Delivery of individual land titles

At the final stages of site development ANHI undertakes plot staking work
through private subcontractors and prepares all the topographic work necessary
for the preparation of individual land titles. The various files are
submitted to the public office of topography which formally approves the
drawings and are then submitted to the administrations in charge of land

registry and titling.
At site completion, upon presentation of the sales contract from ANHI and

payment of the land registry taxes, each beneficiary is provided with a land
title. The procedure is well established and takes 15 to 30 days.

5. Interim formal reception of the site by the municipality

Once the works are completed the municipality proceeds to the formal reception
of the site. Municipal e gineers are ustxlly invited to participate in the
various interim formal reception does not usually require long delays.

Once the interim formal reception is deliveied, the water an’ electricity
regies become responsible for the operation and maintenance of their
respective networks in the site and the municipality becomes responsible for
the operation and maintenance of the access roads and the sewer and storm
water drainage networks.

6. Final reception

The municipality delivers to ANHI the final formal reception of the site one
year after delivery of the interim reception.

7. Construction permits

Before construction starts, #n individual construction permit should be issued
by the municipality. This construction permit is also required for access to
housing finance. ANHI usually provides beneficiaries with a choice of
alternative drawings for a housing unit. These drawings are usually provided
along with a prearranged construction permit.

Both individual land titles and construction permits are prerequisites for the
obtention of a housing finance loan.

III. INSTITUTIONAL ENVIRONMENT

As mentioned earlier, ANHI is mostly involved in conceptual work, promotion,
monitoring and coordination. The various tasks directly related to studies
and site development operations are subcontracted to specialized public and
private enterprises along the contracting procedures already described.
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Several professional groups share the responsability for assuming these
tasks. These are:

-~ The private public works construction companies.

~- The private engineering firms.

- The regies in charge of public utilities.

- Private topographers and surveyors and land registry and titling
administrations.

A brief description of the main futures of each of the above groups will be
given below as well as a brief description of the housing finance system.

1. Private public works construction companies

Public works construction companies sub-contract all ANHI's works related to
access roads, side walks sewer and water drainage networks. These companies
are registered at the commerce registries and are classified by categories
according to their capital and the nature of their equipment. Enough capacity
exists for carrying ANHI's work orders. Furthermore, becausz of ANHI's timely
payments and because of the competence of its technical controllers, it enjoys
a good reputation among these companies and receives very competitive bids
from quality firms,

For large developments and in certain locations it is sometimes difficult to
find a contractor sufficiently equipped to carry out all the works. In such
cases, ANHI usually subdivides the development and contracts the works to
several contractors.

So far ANHI did not undertake any housing construction programs. Under the
proposed HG loan ANHI will wholesell small tracks of land to private
entrepreneurs for further servicing and construction. For such partnerships
it is recommended that ANHI develops special programs for small builders.
These builders produce usually at lower price and are more interested in low
income housing. A study should further assess the possibilities and the
procedures for mobilizing small builders.

2. Engineering Firms

Private Engineering firms carry out two major functions for ANHI. The first
function consists of all urbanistic architectural and engineering studies.
The second is project monitoring and technical supervision function.

ANHI usually gives a preference to firms chartered in the location of the
sites. These firms usually have a better knowledge of the specific
regulations and urban codes of the locations where they are chartered and can
carry out the subsequent supervision and monitoring functions at lower

prices. Based on past records and the recognized high technical competence of
moroccan engineers, urbanists and architects the cooperation with private
engineering firms gave full satisfaction and does not warrant any particular
concern,

Under the proposed HG loan ANHI is encouraged to provide technical assistance
for housing construction after completion of the site. Such activity could
advantageously be added to the tasks subcontracted to private firms.
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3. Land reqistry and titling

Most of technical work involved in land registry and titling is performed by
private topographers and surveyors. Regional administrations in charge of
registry and titling perform the formal work of approval, tax collection and
the delivery of official titles. The procedure is well established and
beneficiaries receive an official title to their land plot in about a month
from the date of the request.

Most of ANHIS beneficiaries sell the right to build a second floor on their
plots. 1In such case ANHI writes the sales contract in both names and the
title is issued directly to both beneficiaries avoiding double taxation and

double title requests.

4. The Regies and the national offices in charge of public utilities

Responsabilities for water and electricity are shared as follows: The Office
National de 1'Electricite (ONE) and the Office National de 1'Eau Potable
(ONEP) are responsible respectively for electricity and water production
nation wide. They are also responsible for the distribution of these two
utilities in rural areas. Distribution of water and electricity in the urban
areas is the responsability of the "Regies”, which are joint stock monopoly
enterprises owned by the municipalities. 16 Regies cover the whole Kingdom.
All work related to on site and off site electrical and water grids is
subcontracted by ANHI to the Regies, the ONE or ONEP depending on site
location. The later subcontract the works to specialized private companies,
They charge all the direct materials and manpower costs and a 20% surcharge to
cover their overhead.

The cooperation with the Regies and to a lesser extent the ONE and ONEP raises
at least two issues, one concerns prices and the other concerns coordination.

In some locations under the jurisdiction of the ONE and ONEP, ANHI was
authorized to subcontract water and electricity works directly to specialized
private companies through competitive bidding procedures. Unmistakably the
costs were sensibly lower and coordination was easier to perform, The ONE and
ONEP performed the studies and supervised the work thus insuring conformity
of the network to specifications.

Such an arrangement has not been allowed by the regies and ANHI had often to
enlist support from local authorities in order to push the regies to lower
their prices to reasonable levels.

Efforts should be made in order to improve coordination with the regies and to
find solutions aiming at normalizing prices charged.

5. The Housing Finance System

The main institution in charge of housing finance is the CIH (Credit
industriel et Hotelier) with several housing finance programs and loan
schedules. CIH delegated the financing for the urban poor (Habitat Bon
Marche) to the Banque Centrale Populaire (BCP) which has a branch net work
covering most of the kingdom. The performance of the housing finance system
is summarized in the table bellow.
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This performance is considered weak as the total number of housing units
financed is about 15 to 20X of the total number of units built with a
construction permit or 5 to 10% of the total housing units built.

In the past ANHI did not access the housing finance system for prefinancing
its operations, nor did it assist it: beneficiaries in getting mortgage loans
fcr housing construction. Under the proposed orogram ANHI is expected to
increase the access of its beneficiaries to the housing finance system in
several ways. A long with the delivery of a serviced plot ANHI will provide
the beneficiaries with all the administrative documents required for an
application towards a mortgage loan. Early in the process of site development
ANHI will inform the banks concerned about its programs and adapt its
operation in order to channel housing finance resources to its beneficiaries.
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It is considered that the proposed project will not have a significant
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INITIAL ENVIRONMENTAL EXAMINATION

MOROCCO NATIONAL UPGRADING AGENCY LOW INCOME HOUSING PROGRAM
EG - 003

1. INTRODUCTION & SUMMARY

In accordance with AID Environmental Regulations, 22 CFR Part 216, this
Initial Environmental Examination for the subject project has been
prepared in support of the "PID-like cable® approved by the AID Mission
Director and transmitted to AID/W on 8/12/88.

As is described in detail below, this IEE recamends a Negative
Environmental Determination, on the basis that the proposed project will
not have a significant effect on the environment. 1In this regard, I call
to your attention the following points;

1. in fact, the project will have a significant beneficial
environmental impact, inproving the living conditions and public
health situation of the target population - the urban poor;

2.  the project implementing agency, L'Agence Nationale dc Lutte contre
1'Habitat Insalubre (ANHI), currently follows all statutory norms
and standards for land development in Morocco, including land use
(as outlined by urban Master Plans), site planning (street widths,
lot sizes, housing densities, as outlined in Municipal regulations),
and infrastructure norms (water supply, sewerage, electricity
networks specified by local public utilities).

3. ANHI already expends considerable effort and resources to monitor
all phases of project implementation to ensure rapid completion of
all contracted works, good construction practice, and minimal
environmental disruption;

4. ANHI works directly with municipalities and public utilities to
ensure the provision of infrastructure maintenance on a continuing
basis (garbage collection, street cleaning and maintenance, water,
sewer and electric power distribution network maintenance),

This IEE was prepared during late-September and early-October, 1988,
Appendix 1 shows a list of persons contacted, documents reviewed, and
ANHI project sites visited. Extensive discussions were held with the
Director, the Technical Director, and Project Managers at ANHI. Informal
discussions were also held with private architecture and engineering
(ABE) contractors who work with ANHI. Six projects sites were visited,
representing projects in various stages of campleticn. Two of those
visited, including Oued Fes, and Qods II (Taza) are among those
considered as sample projects for the proposed HG-003 program with ANHI.



2. PROJECT DESCRIPTION

A major problem in meeting the housingmeeds of a rapidly growing urban
population, particularly the lower income families, has been the
inability of Moroccan municipalities and others to finance primary
infrastructure, and to open up new areas for shelter development., As a
result, nearly 40% of the shelter production is carried out by the
informal sector, creating clandestine neighborhoods, which are below
Moroccan housing norms (lack of basic infrastructure), and which when in
place, require even larger investments by local governments to upgrade
and service. The major bottleneck in the provision of low-income shelter
continues to be a lack of affordable, serviced land.

In the short time since its creation (1985), ANHI has rapidly become the
largest land developer and public sector producer of shelter for the poor
in Morocco. As of the end of 1987, ANHI had identified 37 distinct
projects, most in collaboratior wWith local governments. ANHI's total
delivery of serviced plots has risen from 1521 in 1986, to 4754 in 1987,
and is expected to reach about 5300 in 1988, ANHI provides a serviced
plot in a well-planned development, as well as a guaranteed title to the
plot, a house plan, and follow-up technical assistance so that eligible
beneficiaries can access the credit system and build suitable housing,

Under this project, USAID will provide $US 10 million HG loan financing
to carry out a program with ANHI, The goal of the project is to improve
opportunities for urban families below the median incame to acquire
affordable shelter. The program purposes include:

* to increase the production of serviced housing sites that are
affordable to Moroccan urban households earning less than the median

income;

* to encourage the private sector to take a greater role in the
procuction of shelter affordable to below median income

beneficiaries;

* to strengthen ANHI's capacity as the key public sector land
development agency; and

* to reduce costs by adopting more affordable norms and standards.

Under the USAID program, ANHI will carry out market studies, undertake
planning and engineering analyses, acquire land, provide infrastructure
and sell parcels to low-incame beneficiaries. Plots for commercial
development will be priced close to full market value to allow parcels
for low-income beneficiaries to be sold at an affordable price. The
program will support only development of ANHI'S own portfolio of
projects, and will not support operations where ANHI acts as project
manager for other agencies. As a direct output of the HG resour.:s, and
beginning in the third year, ANHI will deliver approximately 3000 lots on
60 ha of land each year. ANHI will continually replenish its land
reserves and continue production at a steady rate, Eight sample projects
have already been identified, including 522 ha of land and approximately
15000 lots identified for the target population. Details of these
projects are given in Appendix 2. ;



3. DESCRIPTION OF EXISTING SITUATION

3.1  Conditions in Existing Low-Income Housing Areas

The target population of the proposed project come fram two existing
types of low-income housing: squatter settlements (*bidonvilles®), and
clandestine neighborhoods ("quartiers clandestins®), Both types of
housing lack basic infrastructure (water supply and sewerage), and have
only limited access to public services such as schools or health centers.
The squatter setilements irvolve temporary shelters, while the
clandestine areas have more conventiona) structures, built without legal
authorization. Estimates indicate that as of 1983 about 7% of the urban
population lived in the squatter areas, and 13% in the clandestine
neighborhoods*, Land development. and housing construction under ANHI
projects make vast improvements over these existing conditions.

Squatter settlements are occupied by the poorest of the poor, many of
whom have migrated from rural to urban areas, These settlements appear at
the edge of urban areas, on un-used public lands, in ravines, or on Steep
hill-sides. The topographic conditions are generally unsuitable for .
residential use. Many are located close to industrial zones, and are
susceptible to air or water pollution, These developments are created jn
a completely unplanned fashion, outside of the master plan/zoning
process. The squatters typically have no title to the property, and are
occupying the land illegally.

Conditions in the "bidonvilles® are very poor. Housing consists of poor
quality wood, brick and sheet metal shacks, typically 25- 50 m2. pirt
floors are common, The shelters are densely packed, with narrow,
meandering dirt alleys, Water supply is obtained from public standpipe
water (at a significant distance), or from vendors. Storm water runs off
the unpaved surfaces, leading to significant erosion. There are no
sewerage facilities. Solid waste is dumped indiscriminately. In general,
very pool sanitary conditions exist. In addition, there is no electric
power or street lighting service,

Conditions are better in the clandestine areas. Buildings consist of
concrete/brick construction of generally acceptable quality. Plot sizes
average about 100m2. Nearly all buildings are two stories, but many have
3, 4, or 5 floors. Road and alley widths between buildings are small,
around 4 to ém. Such access ways are rarely paved, and storm water drains
off without any control. Estimates show that about 358 of the houses
have direct water connections from public utilities**, Those houses
connect to rudimentary (often open) sewers which drain out to adjacent
land. About 408 of the houses have electricity connections, and some
areas have street lighting***, Due to the narrow reandering streets,
s0lid waste collection is difficult and often ineffective, While
conditions in the clandestine neighborhoods are better than in the
*bidonvilles®, they still lack basic infrastructure, and are developed
outside of the GOM land-use and permit process.

* Informal Housing: Upgrading and Prevention Policies and Programs -
Morocco, The World Bank, 1983

**  Ibid

*** Ibid




Overall, it is clear that housing conditions in these low-incame areas
are sub-standard. In addition, the-existence of these oconditions creates
significant erosion and pollution of land and water, both on and off
these sites, creating a public health and environmental hazard for the
resident population and others nearby,

3.2 Current ANHI Land Development Process

The paragraphs below describe the steps in the current ANHI land
development process which will continue to be followed during the AID

financed progran,

3.2.1 ANHI land selection & acquisition

The first step in project implementation is the selection and acquisition
of land. As a standard practice, ANHI selects land at the perimeter of
urban areas which has (in all cases) been previously disturbed. In almost
all cases, the iands will have been used for agricultural purposes, ANHI
does not select land which has been previously used for industrial, waste
disposal or other purposes which would degrade it, as this will elevate
costs which must ultimately be borne by the beneficiaries. In the past,
the land had usually been previously under municipal, state, or other

public ownership.

Land selection is also made in accordance with the Urban Master Plan and
Land-Use Plan processes. Under the Master Plans, which have been
elaborated for most major cities and towns in Morocco, peripheral areas
for future residential development are delineated. Industrial zones are
grouped and separated away from residential zones. Areas with phiysical
constraints (excessive slope, susceptibility to seasonal flooding) are
thus not included for residential development .

These planning instrunents are implemented by the Ministry of Housing in
direct collaboration with Municipalities, which adopt them once they are
enacted into law, Since all ANHI projects are approved by the
Minicipalities, in the early stages, the ANHI developments are bound by
these regulations,

In addition, due to the Plan/Municipal approval process, there will be
proper consideration of access to green spaces, provision of services
such as schools, clinics, mosques, proximity to water mains, transport
routes, etc. If such services are not located near a new development,
then ANHI, the Municipalities, the local utilities, and local offices of
relevant ministries will jointly program these to ensure their
implementation,

3.2.2 site design

Once a site is selected and the main project elements defined, site
planning & design is conducted by licensed architects, under contract to
ANHI. The architects, under the guidance of ANHI project managers, will
determine basic project laycut, number and size of lots, roads (primary,
secondary, ped-strian access), parking, green spaces and zones for public
services. Typically, designers allocate 25-35% for roads, about 5-10% for
green space, and 5-108% for service infrastructure (schools, clinics,
mosques, etc.), leaving 45-50% as built-up land. Lot ehapes and sizes,
and grouping of lots into blocks follow concerns of market demand,
infrastructure requirements, land use goals, and cost constraints. A mix
of lots for different income-level groups and for comercial



establishments is made. Commercial activities are limited to shops (food
and other essentials), offices, and service operations. No manufacturing
or light industrial activities are-allowed in ANHI projects. Same sample

site plans aie provided in Appendix 3.

The site plans must follow municipal requlations regarding lot frontage,
road width, sidewalk widths, distance between secondary roads, etc,

Next, the on-site and off-site service infrastructure is designed by
private ASE firms, under contract to ANHI; under the guidance of the ANHI
Project Manager,

Roads designs are based on two types - vehicular and pedestrian.
Vehicular streets vary from 20m for the largest site access roads, down
to a minimun of 8m for secondary access roads. Sidewalks of 1.5 - 2m
width are included. Vehicular roads have one or two layers of asphalt
over campacted crushed stone. Pedestrian access paths are generally
close to 6m in width, with a single asphalt or concrete layer.

Storm drainage and sewer systems are designed under standards outlined by
the Ministry of Interior. Storm drain standards are based on a 10-year
storm profile and on-site runoff coefficients. Sewer norms are based on
uniform direct household connections and on the use of high quality
materials for long life. Sametimes sewer and storm drains are combined
and sometimes they are separate depending on flows, allowable slopes,
cover requirerents, costs, elc.

Regarding water supply and electricity for the lots, ANHI is compelied to
work with local public utilities, In most major urban areas, water supply
and electricity networks are designed, constructed, and maintained by
these utilities (known as "Regies®). In smaller urban areas, the national
water and electric utilities take over this function. These institutions
have a complete legal authority over these operations.

Once an ANHI project has been identified and the site plan developed, the
Regies assume responsibility for designing and implermenting this
infrastructure, The systems are designed "in-house® in keeping with the
national norms followed by all utilities. Thus, the water and
electricity supply in ANHI projects conforms completely to national
standards. For water supply, the service level consists of a metered
house connection. Network designs are based on daily consumption of about
250 liters/person/day, an ample supply of clean potable water.
Electricity supply is based also on direct metered service, with
residential service reaching about 0.5 kw per household, sufficient for
basic lighting and small appliances,

Off-site infrastructure is designed to link the developments to the
existing urban water supply, sewer, storm drainage and electricity
networks, if a trunk main rust 'e extended, then its costs are built into

the project.

ANHI does not design for sewage treatment, as this is the responsibility
of the Municipalities, as defined in their overal: sewerage Master Plans.,
ANHI constructs a high quality sewage collection system, which connects
to the existing sewage collection and disposal systems existing in the
cities. This is a vast improvement over the existing conditions, where
sewage is discharged on adjacent lands via haphazard, traditional
disposal methods.

Overall, a very good infrastructure standard is achieved, greatly
improving the housing conditions of the target population,



Once the site plan and infrastructure design is camplete, house plans are
developed, with architectural harmony -between different plot types, plot
sizes, and uses (residential and residential/cammercial), They are
approved by Minicipal offices which administer local building codes.
These plans are provided to beneficiaries free of charge. Some sample
house plans are provided in Appendix 3,

3.2.3 Current AMHI implementation process

Once a full design is elaborated, works can begin. Tender documents are
prepared, bids evaluated, contracts awarded and work begqun, All civil
works are conducted by registered private construction contractors with
considerable experience. Due to a reputation for strict control and rapid
payment, ANHI claims that bid prices are often under provisional
estimates,

ANHI maintains three levels of control on all contractors to ensure good
quality work completed on time. First, the private A&E firms which have
prepared the designs are retained to maintain continual oversight of all
works on a daily basis. If work has been done incorrectly, it must be
redone at contractor's expense. Second, all major materials (concrete,
pipe, asphalt, reinforcing steel, etc.) used at a project are sampled and
tested to ensure proper conformity to materjal specifications (strength,
pressure resistance, compactness, etc.). This work is carried out, under
contract, by a private materials laboratory, known as the Laboratoire
d'Es.ais. Third, ANHI project managers visit the work sites frequently,
overseeing all operations and formally accepting work campletion,

Specific contract clauses require contractors to maintain the work areas
in good condition during the construction phase so as to avoid safety
problems, erosion, or other environmental degradation. Contractors must
completely clean a project site within 15 days of contract completion.
Strict penalties for lateness are imposed,

As lots are completed and staked, they can be delivered when
beneficiaries make the final installment payment. Payments are made in
three lump sums over the construction process. Along with the lot,
beneficiaries receive the land title, a construction permit, and a house
plan which they must follow. ANHI does provide follow-up technical
assistance to beneficiaries in house construction. House plans can be
modified in individual cases, with payment of additional architectural
fees, and permitting, Nonetheless, architectural harmony is achieved on
the ANHI projects. With the construction permit, the owner can obtain a
water system hook-up,

Beneficiaries can now access formal or informal credit to finance
construction of their house, Actual construction may proceed in stage:,
with phases being accomplished as their means allow. In a typical ANHI
project, different lot owners will proceed at different paces, but after
a pericd of 5 years about 9U% of the houses will be camplete,

In order to get an electricity hook-up, the owner must present a
*residence permit® (®permit d'habiter®), which can be obtained only at
the completion of the house and tull clean-up of the construction site,
including removal of excess construction debris.



It should be added that, as an incentive fcr the beneficiaries to
camplete their houses, an extra minicipal tax charge will be imposed on
those lot owners who have not completed -their houses within 5 years of
receiving their lot.

Pinal site clean-up, sidewalk paving and landscaping (trees along streets
and plantings in green spaces) is done by private contractors, paid by
ANHI, once 80% of the dwellings are campleted,

!
During the site visits, it was noted that many spots around the
developments had significant piles of construction debris waiting to be
cleaned up. Sand, gravel and other debris was collecting in the newly
constructed storm drains, reducing their effectiveness. ANHI would be
wise t ) encourage the households and construction workers to minimize
their debris. This will save them money in the final site clean-up, and
reduce the possibility of uncontrolled transpert of debris off-site.

3.2.4 Conditions in completed ANHI projects

As the final lots are delivered to buyers and construction begins, the
entire development is turned over to the Municipality and the local
publiz utilities for the "operational® phase. The lot owners are now
residents who pay taxes in accordance to their house size and location.
As tax payers, they now have every right through their elected officials
to demand all relevant municipal services, such as carbage collection,
street maintenance, street cleaning and public lighting, etc.

It should be added that in approving the project in the early stages the
Minicipality testified to its eventual acceptance of the operation and

The "Regies®, by the very fact that they have installed the water and
electricity network and collect monthly payments, must perrorn 0&M on
their networks.

Still, there is same evidence that Municipalities are not completely
effective at handling the expanded garbage collection requirements, In
the past, once cognizant of this situation ANHI has applied pressure,
informally, for service improvement. One strategy that ANHI has taken,
and that it will continue when necess.ty, is to provide garbage
collection bins at strategic locations throughout their developments to
facilitate Municipal garbage collection,

4.  RECOMMENDATIONS FOR AID-ASSISTED PROGRAM OPERATIONS

In general, ANHI projects utilize good meac.res to ensure a low
environmental impact during the land development process. No major
environmental problems have been identified,

The concerns raised in Section 3.2 of this document include the presence
of excessive debris and lot runoff durirg the house construction process,
and the occasionally ineffective collection of solid waste by
Minicipalities during the operational phase, Recammendations to ANHI
incluge:



It should be added that, as an incentive for the beneficiaries to
carmplete their houses, an extra municipal tax charge will be imposed on
those lot owners who have not campieted -their houses within § years of
receiving their lot,

Final site clean-up, sidewalk paving and landscaping (trees along screets
and plantings in green spaces) is done by private contractors, paid by
ANHI, once 60% of the dwellings are campleted,

!
During the site visits, it wis noted that many spots around the
developments had significant piles of construction debris waiting to be
cleaned up. Sand, gravel and other debris was collecting in the newly
constructed storm drains, reducing their effectiveness. ANHI would be
wise to encourage the households and construction workers to minimize
their debris. This will save them money in the final site clean-up, and
reduce the possibility of uncontrolled transport of debris off-site,

3.2.4 Conditions in completed ANHI projects

As the final lots are delivered to buyers and construction begins, the
entire development is turned over to the Municipality and the local
public utilities for the "operational® phase. The lot owners are now
residents who pay taxes in accordance to their house size and location.
As tax payers, they now have every right through their elected officials
to demand all relevant municipal services, such as garbane collection,
street maintenance, street cleaning and public lighting, ete,

It should be added that in approving the project in the early stages the
Municipality testified to its eventual acceptance of the operation and
maintenance of these developments. Once a project is complete, ANHI is
still informally “on-site®, providing technical assistance to lot owners,
and can verify the Municipality's performance of these tasks.

The "Regies®, by the very fact that they have installed the water and
electricity network and collect monthly payments, must perform O&M on
their networks,

Still, there is some evidence that Municipalities are not completely
effective at handling the expanded garbage collection requirements. In
the past, once cognizant of this situation ANHI has applied pressure,
informally, for service improvement. One strategy that ANHI has taken,
and that it will continue when necessary, is to provide garbage
collection bins at strategic locations throughout their developments to
facilitate Municipal garbage collection.

4.  RECOMMENDATIONS POR AID-ASSISTED PROGRAM OPERATIONS

In general, ANHI projects utilize good measures to ensure a tow
environmental impact during the land development process. No major
environmental problems have been identified,

The concerns raised in Section 3.2 of this document include the presence
of excessive debris and lot runoff during the house construction process,
and the occasiznally ineffective collection of solid waste by
Municipalities during the operational phase. Recammendations to ANHI
include;
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Etudes en droit de l'environnement, Mekouar, M.A, Editions OKAD,
Rabat, 1987
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Assainissement, March, 1985



6. APPENDICES

Appendix 1

Persons Contacted

Laraichi
Filali
Halimi

X > =

E. Loken

D. Benjelloun
M. Kharchafi

M. Zerhouani

Director, ANHI
Technical Director, ANHI

Project Officer, ANHI

Mission Environmental Officer » USAID/Rabat

Consultant to USAID/Rabat
Architect/Consultant to USAID/Rabat

Existing Project Sites Visited

September, 1988

Oued Fes
Dhar Lakhmis
Qods I

Qods Il
Massira 11

Butte II

Fes (Design complete, works begqun)

Fes (Desiqan camplete, works nearly complete)
Taza (Works complete, houses under constr, )
Taza (Design camplete, works begun)

Taza (Works complete, houses under constr,)

Rabat (Works complete, houses under constr.)
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EQUIPEMENTS,

Ecole
Moiquée

féur - Hammam

Commerces
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OPERATION "Oued fes' A FES

Equipements
1 = Lycdes
2 - Ecoles
3 = Créches
&L - Mosquées
S = lone administrative
6 = lone touristique
7 = lone artisanale
8§ - lone centrale

.9 = Centre commercial
10~ Hopitel
11= Terrain de sport

i2~ Espace vert

13- Equipements socio-éducatifs



o - .

—

-rod

. fn OOV V VY P
V4 “sesecceies

Shhlddeey

o) p—

“gmam o






http:AAAAAAA.AA
http:AIA'AA.AA






http:4-4'-44.4A




ACIICM AILI3 INFC: DCM ECON/S

V2CZCRAD457EHVI29 -~ \ LCC: 422 770
00 RUFERA INFO COPY 1S IFC 88  ena2
D¥ RUEHC #6595 35121¢0 CN: 432235

ZXR UOUDU 273 CBRG: AIT

0 1621497 IEC 83 LIST: AIT

FF SECSTATE wASEDC

TC AMIMEASSY RAFAT IMMEDIATE easn 6oT-HE. 003
B1

UNCLAS STATE 4@€scg

AITAC }
ACTION | _ R Hupo

E.C. 1235€: N/A
T 4GS DUE DATE:_J2 [to

SUEJECT: ANHI LOW COST KOUSING PROGRA (€0e-EG-¢c3) - . , .
AFFROVAL CF INITIAL ENVIRONMENTAL EXAMINATION (IFE)  INFO: 232 (i232 . ORog-

RREFERENCE: (A) RAFAT 1240€; (B) IEF LATED 10/18/88 ENR . CttRon . RF

- FCR REGICNAL ROUSING OFFICER, HARRY BIRNEOLZ; INFO
0, ERIC LCaEN FROV ART/PD/ENV, MOLIY AUX.

1
'
2. ANE/FI/ENV EAS REVIEWED TAE SUBJECT IEE ANI WISHES
TC COMMENL THYE MISSION FOR PREPARING A COMPREEENSIVE ANT
TECUGBTFULLY EXECUTED ANALYSIS. TEIS CABLE CONSTITUTES
AIL/4ASEINGTON ENVIRONMENTAL CLEARANCE OF THF SURJECT
PRCJECT, AS REQUIREL BY AIL’S ENVIRONMENTAL PROCFLURES
(22 CFR 218).

3. PURSUANT TC 22 (I3 c1€.2(A4)(2)(1), ANE/PIL/ENY ZERERY
CCNCUAS IN THE MISSION’S THRESBOLD DICISION THAT THE
PPCPOSY¥D ACTION WILL NOT RESULT IN A SIGNIFICANT ATVERSE
EFFECT ON THE ENVIPONMENT. ]\ ACCORDANCE WITH 22 CFR
216.2(A)(2)(111), TEIREFORT, ANE/PI/ENV HAS RECORTEL A
NIGATIVE LETERMINATION WITE RESPECT TO TBE SUBJECT
PRCIFCT, ANT PREPARATION OF AN ENVIRONMENTAL ASSESSMENT

VILL NOT ¥E REQUIRFEL.

4. ENVIRCNMENTAL CLEARANCE IS PROVIDED SURJECT TO TEE
UNLCERSTANIING TEAT NO AIL FYUNLS SEALL BE USED 10 FINANCE
ANY ASPECT OF THE DESIGN, CONSTRUCTION, COMMISSIONING,
OFFRATION, MAINTENANCE, AND/OR REPAIR OF SEWAGF
TREATMENT FACIIITIES UNDIR TBEI SUBJECT PROJECT. SPOULD
SCUCE. ASSISTANCE BF CONTEMPLATEL, AN ENVIRONMENTAL

A SSESSMENT MUST BE PREPAREL ET TBE MISSION AND AFPROVET
BY ANE/PT/INV BEFCRE A DECISICN IS MADE TO PROCFED,
SEULTZ

B1

¥ £598

N NNN

UNCLASSIFIE

:,‘7
IR



