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USAID LAND TITLING AND ECONOMIC RESTRUCTURING IN AFGHANISTAN (LTERA)

The US Agency for International Development’s LTERA project aimed at improving land tenure
security for millions of Afghans and assisting the Islamic Republic of Afghanistan (IR0A) to
undertake a comprehensive privatization program in support of the Afghan National Development
Strategy (ANDS) and international donor programs.

USAID/LTERA’s Land Titling and Registration activities assisted the Islamic Republic of
Afghanistan with improving land tenure security in urban areas. Its approach involved identifying
gaps in the legal framework, developing and implementing a modern land policy based on
community-based adjudication systems in informal settlements, reactivating cadastral activities and
implementing an economically efficient property registration system. The ultimate goal was to
introduce a consolidated land administration system and to support the Ministry of Finance with the
production of maps of land and buildings of state-owned enterprises that are earmarked for
divestment.

The Economic Restructuring component of the project assisted the Ministry of Finance and eleven
line ministries with the privatization of State Owned Enterprises through liquidation, long term leases,
international tenders and/or the corporatization of state owned assets.

USAID/ LTERA was originally awarded to Emerging Markets Group, Ltd. (EMG) as a three-year
task order under the SEGIR Privatization 11 1QC, from September 15, 2004 to September 14, 2007.
After a one-month no cost extension from September 15 through October 14, 2007, the project was
extended to September 29, 20009.

This project completion report outlines the major achievements of the USAID/LTERA project since
its inception in 2004 as required by Clause A7 of the Task Order. Sections 1 through 5 identify the
overall strategy and key milestones achieved by the program. Additional reports for each component
have been submitted to USAID in hard copy and electronic form and have been submitted to USAID's
Development Experience Clearing House as required by clause A24 of the Task order (see the
appendix for an overview of available publications).

For more information on USAID’s economic growth programs in Afghanistan and the
USAID/LTERA project, please contact:

m  Mr. Zdravko Sami, Business Development and Privatization Team Leader — Private Sector
Advisor, Economic Growth Office, USAID/Afghanistan: zsami@usaid.gov;

= Mr. Jawid Tahiri, Project Management Specialist, Economic Growth Office, USAID/Afghanistan:
JTahiri@usaid.gov;

m  Mr. Russ Webster, Director Governance and Public Sector Development Unit (GPS) of
Cardno/Emerging Markets Group, RWebster@emergingmarketsgroup.com;

m  Dr. Gregory F. Maassen, Chief of Party, USAID/LTERA: gmaassen@gmail.com;

m  Stephan Lombardo, Deputy Chief of Party and Component Manager for Land Activities,
stephan_lombardo@yahoo.com;

= Dr. Najibbulah Wardak, Alternate DCOP and Component Manager Economic Restructuring,
dr_najib2007 @yahoo.com;

= Bikramaditya Ghosh, Senior Manager, Emerging Markets Group:
bghosh@emergingmarketsgroup.com.
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USAID/LTERA’S APPROACH

USAID/LTERA'’s activities focused on four integrated components in support of its land titling and
privatization programs in Afghanistan: 1) the formalization of informal settlements, 2) GIS and
mapping, 3) Makhzan restoration and the registration process for immovable property and 4)
economic restructuring. In support of these programs, the project also focused on legislative reform.

The various components were highly integrated. To privatize state-owned assets, for example, one
needs access to land records in the Appeal Court's Registries (Makhzans) and other archives, the
ability to produce cadastral maps and the ability to provide clear title to buyers of these assets.

To formalize informal settlements, one also needs access to registration courts as well as mapping
capabilities to produce community-based development plans.

Four Integrated Components of the USAID/LTERA Project

1) The Formalization of Informal Settlements, 2) GIS and Mapping, 3) Makzhan Restoration and
Improving the Registration Process for Inmovable Property and 4) Economic Restructuring

Land Titling Activities

The land titling teams worked extensively with communities, the Afghan government, donors and
counterparts to develop a shared vision of the land titling system for urban areas in Afghanistan: the
development of a system that takes into account modern methodologies and processes, as well as
traditional systems of securing and registering property rights in Afghanistan.

With the signing of a new land policy in September 2007 by the Cabinet of Ministers, the production
of white papers, the approval of legislation by the Afghan Parliament in February 2009 and the
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formation of various working committees throughout the life of the project, this shared vision has
been formalized by the Afghan government.

USAID/LTERA's land titling activities focused on improving land tenure security for Afghans in
urban areas, with the ultimate objective of promoting economic use of privately owned land. The
approach involved analyzing the existing legal framework of land administration, including issues
related to property adjudication and registration, mapping and land surveying and the formalization of
informal property rights. The project identified gaps in the legal framework affecting tenure
regularization and provided advice to the Islamic Republic of Afghanistan to improve its urban land
administration system.

As part of its land titling activities, USAID/LTERA carried out the following specific activities:

®  The Involvement of Communities — The project assisted municipalities and the Ministry of
Urban Development with methodologies to work with community councils and formalized the
engagement of communities with a land policy for integrating informal settlements in the urban
planning;

®  Tenure Formalization: Through Field Survey Training for AGCHO Staff in Ghazni
community-based approaches, the project With State-of-the-Art GPS Equipment
developed and tested models and
methodologies for formalizing informal
settlements;

m Land Registration: To streamline the
process of immovable property registration,
the project reorganized the system of
archiving legal documents of the Appeals
Courts (Makhzans) and streamlined and
lowered the cost of property registration;

®m  Property Survey and Mapping: The
project prepared cadastral maps for urban
areas and coordinated the production of maps
at the municipal and cadastral levels; and

®m  Land Policy and Legal Framework: Our
teams supported ministries in formulating
and implementing a national land policy that
recognizes both the formal and informal land
situation in the country.

Through its work in Kabul, Kunduz, Mazar-i-
Sharif and Talogan, the project demonstrated a
working model for tenure formalization in
informal settlements that can be replicated
throughout Afghanistan.

By restoring almost seven million legal documents, reorganizing Makhzans and other archives, and by
building capacity of the Supreme Court, the municipalities, the Amlak, Afghan geodetic and
Cartographic Institute (AGCHO), Kabul Polytechnic University, the Ministry of Urban Development,
the Ministry of Finance and Makhzans, USAID/LTERA has implemented a digitized registration
system for Afghanistan that is now being used on a daily basis by the Afghan people.
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Economic Restructuring Activities

USAID/LTERA's economic restructuring activities laid the legal foundation for privatizing State
Owned Enterprises (SOEs). The first success was the passage of legislation which enabled the
privatization and liquidation of SOEs in Afghanistan starting in 2006.

As a result of amendments to the SOE law, the government approved the liquidation of 22 SOEs and
three formerly licensed banks. As part of its privatization policy, the government initiated the
restructuring of several state-owned corporations such as Ariana Airlines, Baghlan Sugar and Afghan

Textile Corporation.

In summary, USAID/LTERA's assistance in economic restructuring concentrated on the following

activities:

m  Analyzing state owned entities and recommending liquidation, restructuring or corporatization of
these entities and assessing the assets and liabilities of state owned entities;

m |dentifying and surveying land sites owned by or in the possession of state owned entities;

®m  Drafting and implementing Liquidation, Restructuring and Corporatization Plans;

®m  Transferring state owned assets to the private sector through open and transparent public auctions;

m  Drafting closing balance sheets and reports and dissolution documentation for state owned

entities; and

= Training members of Liquidation Committees and the State Owned Enterprise Department of the

Ministry of Finance.

USAID/LTERA Worked With a Large Number of Counterparts Including:

B Supreme Court

B Ministry of Urban Development

B Ministry of Agriculture

B |ndependent Directorate for Local Governance
B Kabul Municipality

B Mazar Municipality

B Kunduz Municipality

B Talogan Municipality

B Kabul Polytechnic University

B AGCHO

B Ministry of Justice

B Ministry of Finance

B Ministry of Commerce & Industry

B Ministry of Economy

B Ministry of Transportation and Civil Aviation

B Ministry of Information & Culture

Ministry of Labor, National Skill Development

Program
The President's Office
State Administrative Affairs Department

Da Afghanistan Bank, the Central Bank of
Afghanistan

Economic Commission of the Lower House of

Parliament

Afghanistan Investment Support Agency (AISA)
Ariana Airlines

Afghan Textile Corporation

Central Authority for Water Supply and
Sewerage (CAWSS)

Afghanistan National Insurance Company
Former Banks: IDB, MCB and ADB
International Monetary Fund

World Bank
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B Ministry of Energy & Water B Asian Development Bank
B US State Department B GTZ
B Various Departments of DOD B American University of Afghanistan
B PRTs B |nternational Security Assistance Force (ISAF)

B Afghan Land Consulting Organization (ALCO)

The project has completed 44 valuations of SOEs and has categorized and prioritized SOEs for
privatization and liquidation. A Social Safety Net Program for former employees of SOEs was
designed and is being implemented by the Afghan Government. As of September 29, 2009, the
government has disbursed $1,735,000 to 1,380 former employees under the program.

A total of 22 SOEs and three State Owned Banks were approved for liquidation as a result of the
project. USAID/LTERA established Liquidation Committees for each SOE that took the
responsibility for the asset sales of these entities and who have been trained on restructuring
procedures. The Liquidation Committees have valued $104,065,000 in SOE assets and $20,842,000 in
former bank assets.

As part of the project's economic restructuring program, 86 auctions (including 43 Muzaheda
auctions) were successfully held as of September 29, 2009, at which assets with a total value of
$11,959,000 were sold to demonstrate the feasibility of such a program in Afghanistan. As part of the
project's restructuring efforts, $67,137,000 in SOE assets and $6,044,000 in SOE liabilities have been
corporatized.

To further focus on achieving maximum success, the project worked closely with the Ministry of
Finance (MoF) and the SOE Department to develop capacity and build ownership of privatization
activities.

Capacity building was built into the process and the approach of using liquidation committees staffed
with Ministry of Finance officials and representatives of line ministries made a significant
improvement in the capabilities of the ministries to privatize state-owned assets. In addition, a
comprehensive training program was implemented to ensure that the SOE Department and line
ministries have the capacity to continue the activities of USAID/LTERA's economic restructuring
programs after project close-out.

Poster Announcing the Auction of Samoon Poster Announcing the Auction of
Dried Fruit Enterprise Hayratan Enterprise
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Rapid Response Activities

In addition to its regular activities, USAID/LTERA also responded to numerous rapid response
requests from various counterparts on behalf of the USAID Mission. These included requests from the
Ministry of Finance, PRTs, other USAID projects, DoD and the State Department. These activities
included surveying and infrastructure mapping, due diligence on land ownership, community-based
dispute resolution programs in post-kinetic areas and economic development and investment
programs.

The Afghan Land Consulting Organization (ALCO)

As part of its efforts to built sustainable capacity in land reform and economic development, EMG
encouraged Afghan employees of the USAID/LTERA project to establish a legacy organization.

Shortly after LTERA's close-out in September 2009, the NGO was awarded funding from the Harakat
Foundation with USAID's support. The award enables over fifty-five former LTERA staff to continue
USAID's Makzhan reorganization program. In addition, the NGO has secured two land due diligence
projects from the US State Department within one-month of project start up and is working on various
proposals to implement community-based land management and reform programs for financial
institutions.

WWW.AFGHAN-LAND.ORG

The website of USAID/LTERA's legacy organization

ALCO is specialized in community-based land management and reform programs and provides legal
and technical counsel to vulnerable citizens in defending their property claims before Afghan courts.
The NGO also works closely with government organizations including courts, the Amlak (rural land
registries), the cadastre, municipalities, the Parliamentary legal body known as Huqug, MoUD and
many others in solving land issues faced by the poor in Afghanistan.
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Other services include legal land due diligence, GIS/mapping workshops and training programs, and
community-based planning programs.

Since its registration, the NGO has cooperated with the First Micro Finance Bank (FMFB) and the
Afghan Credit Support Program (ACSP) to provide legal and technical counsel in support of lenders'
land due diligence review process. ALCO has submitted a training curriculum to ACSP aimed at
improving the capacity of FMFB and AIB loan officers to address collateral issues. These include real
property title search and verification, appraisal of property values and property boundary basic
mapping. FMFB has solicited ALCO to verify the validity of property deeds in support of a loan
application as part of a pilot program with the NGO.

Future support from the NGO to donor programs and financial institutions may include:

e The analysis of title ownership and deeds in the formal registration system;

e Assisting lenders with community-based lending programs in informal settlements;

e The review of land use and zoning matters that may have an impact on land ownership and
the transferability of land rights and the value of collateral; and

e Support of loan applications with GIS and surveying to determine the location of land parcels
and real estate through its partnership with Kabul Polytechnic University.

An Estimate of the Number of USAID/LTERA Recipients

Lessons learned from land titling programs suggest that the immediate adjudication and registration of
individual property rights can lead to land speculation and market-driven eviction. Taking stock of
these lessons, USAID/LTERA aimed at gradually consolidating tenure rights of informal settlers with
intermediate forms of land tenure security. The project applied three tenure security strategies that
directly or indirectly benefitted millions of Afghans:

u Implicit Legal Protection Against Eviction

By supporting the municipalities of Kabul, Mazar-i-Sharif, Kunduz and Talogan with new urban
master plans and zoning regulations for informal areas, USAID/LTERA implicitly offered protection
against eviction to approximately 106,000 households or some 750,000 inhabitants. Although the
development of formal master plans does not lead to the formal recognition of ownership rights of
informal settlers, the new plans do recognize the rights of informal settlers to occupy certain parts of
formerly unplanned areas earmarked as residential areas, providing de facto tenure security.

L] Recognition of Customary Land Rights

In addition to providing protection against eviction through the development of urban master plans,
USAID/LTERA's deed formalization programs clarified land rights of informal settlers and developed
criteria and protocols under which certain groups of informal settlers would be eligible to full
ownership rights. A total of 58,100 households (some 411,000 inhabitants) benefitted directly from
the program.

L Securing Formal Property Rights

Beside informal settlers, USAID/LTERA also supported an estimated one million households which
legally hold their land through a formally registered property deed (gabala-e-sharaye), a governmental
deed (gabala-e-dawlati) or Amlak records. By restoring court registries in 21 Afghan provinces, and
by setting up a central office for deed registration in Kabul, USAID/LTERA has been successful
streamlining and securing private property transfers while protecting existing land owners from
adverse claims and potential buyers from fraudulent transactions.
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Assessment of USAID/LTERA Beneficiary Households
Holders of Legal Deeds Benefitting Holders of Customary Deeds
From Improved Tenure Security Benefitting From Improved Tenure
Security

Badakhshan 16,300
2 I
Balkh 108,700 78,400 10,000 3,000
Ghazni 44,800 16,800
|
Jawzjan 35,600
.
Kapisa 17,400
.
Kunduz 58,700 25,600 3,000 1,800
|
Logar 17,900 5,000
I I
Nuristan**
|
Paktika*
v
Parwan 74,900 56,900
I
Sar-e-Pol 12,000
- |
Amla_lk - All 119,500 119,500
provinces

* Property deeds for Khost and Paktika are registered in the Paktia court (Gardez).
** Property deeds for Laghman and Nuristan are registered in Nangarhar court (Jalalabad).
Implementation Matrix

A detailed implementation matrix is available in the appendix outlining the activities as determined in
the Statement of Work (SOW) of the project and the accomplishments of the project.
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In Conclusion

USAID/LTERA made progress in a complex and important task that has tangible impact on the
overall development of Afghanistan and furthers the overarching agenda of peace and stability in the
country and the region.

It has achieved real momentum in Afghanistan's complex bureaucracy and has built strong
relationships throughout the Afghan government and other relevant stakeholders. The project has laid
out a roadmap for success and has achieved broad support for its activities from the government.
USAID is now in an even stronger position to implement and roll out a number of initiatives in land
administration reform and economic restructuring as a follow up to the LTERA program.

We are thankful to the thousands of community leaders, and the over 500 full-time staff members,
800 volunteers and 200 civil servants who have worked with USAID/LTERA over the last five years.
It has been a privilege to work with the many great specialists and Afghan counterparts who have
taken important leadership roles in the design and implementation of the programs.

WWW.LTERA.ORG

The USAID/LTERA website and document repository
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1. TENURE FORMALIZATION — REGULARIZATION OF INFORMAL SETTLEMENTS

Task Objective: The anticipated output of the proposed tenure formalization projects throughout
Afghanistan is threefold: 1) regularized property rights for legitimate claimants of property
occupation, 2) incorporation of informal settlements into the city’s planning process, and 3)
stimulation of economic growth through development of economic centers in informal settlements.

Providing Land Tenure Security in Afghanistan

An estimated 5.5 million Afghan citizens live in urban informal settlements throughout Afghanistan.
These settlements do not conform to existing master plans and do not meet the formal requirements
for access to land. The Kabul Master Plan of 1978 is over 30 years out of date and does not account
for the recent population boom in returning refugees. Basic services such as power, sanitation, and
potable water are either not provided or are insufficient. The government’s response historically has
been inadequate in terms of upgrading physical infrastructure and improving tenure security for the
residents of informal settlements.

USAID/LTERA has piloted tenure formalization methodologies in Kabul (Districts 6, 7 and 13),
Kunduz, Talogan and Mazar-i-Sharif to address tenure insecurity in informal settlements through an
incremental, community-based methodology of upgrading and tenure regularization. The teams have
developed a replicable and cost-effective process that integrates the upgrading of basic services with
the regularization of tenure and formalization of informal settlements into the municipalities’ urban
planning processes.

A Community-Based Approach to Tenure Regularization

Land tenure regularization has generally failed where methodologies have not sufficiently taken into
consideration the local reality of informal settlements and the importance of community-based dispute
resolution and planning. Successful tenure formalization is directly linked with the upgrading of
informal settlements and requires the participation of all stakeholders — the community residents, the
public, and the government — in resolving disputes and formalizing settlements.

In recognizing the importance of community support systems in the formalization of informal
settlements, USAID/LTERA initially selected two Community Development Councils in 2004 that
were established by UN-HABITAT in two gozars (neighborhoods) in District 7 and one in District 13
in Kabul. This decision was based, among other criteria, on the existence of previously established
shuras (community councils) and the willingness of residents and the municipality to participate in
the program. Although the shuras were involved in previous upgrading projects in their residential
areas, the issue of tenure security had not been addressed in Kabul prior to the USAID/LTERA
program.

In 2006, the tenure formalization programs in Kabul entered the second phase with the opening of an
office in the Darulaman section of Kabul, located close to Districts 6, 7, and 13, and the launch of a
larger scale tenure formalization program. The programs were managed primarily by Afghan experts
and paved the way to replication of the successful programs in selected urban areas in selected
Northern provinces and more districts in Kabul.

In 2007, USAID/LTERA's formalization programs were expanded in Kabul and, in 2008 and 2009,
introduced in Talogan, Kunduz and Mazar-i-Sharif. As part of its empowerment goals, all tenure
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formalization programs were managed solely by Afghan staff who were trained in Phase Il to take up
leadership positions in Phase 111 of the project.

Achievements with the Formalization of Informal Settlements

Developed and implemented a large scale, cost-effective and sustainable methodology, based on
experience gained in pilot program areas, by which informal settlements can be brought into the
formal urban planning process;

Assisted Kabul Municipality and the Ministry of Urban Development in the process of working
with shuras and the development of a land policy for integrating informal settlements in the urban
planning;

Formed 58 shuras in Districts 6, 7 and 13 of Kabul, as well as Kunduz, Mazar-i-Sharif and
Talogan, and initiated community mobilization to implement an upgrading program, conducted
property surveys and initiated a community-based adjudication process with the formation of 108
Property Clarification Boards;

Assessed the feasibility of replicating tenure formalization programs in urban areas throughout the

country; and

= Assured women’s participation in community-based decision-making and field surveying.

Throughout its implementation, USAID/LTERA has worked with communities in various types of
informal settlements. The table below summarizes USAID/LTERA's formalization strategies in pilot

areas:
Pilot Area Type of Informal Number of Formalization Strategy
Land Houses
Formalized
Kabul Districts 6, Private land 53,000 houses Community-based property
7 and 13 subdivided and clarification
developed in Municipal registration of ownership
violation of the claims
Master Plan Revision of the Master Plan
Court adjudication of ownership
rights based on quiet possession
Preparation of a community
development plan
Mazar-i-Sharif —  Private land 3,000 houses Court arbitration
District 10 grabbed and Compensation of legitimate owners
Sajadia illegally sold Court registration of ownership
settlement transfer rights
Kunduz — Government land 1,800 houses Community-based property
Rustagabad and  squatted and clarification
Faizabad developed without Municipal registration of occupancy
settlement a Master Plan rights

Preparation of a community
development plan

Sale of government land

Court registration of ownership
transfer rights
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Talogan — Private land 300 houses . Community-based property
Gullahi Baghi subdivided and clarification
Zakhera developed in . Municipal registration of ownership
settlement violation of the claims
Master Plan . Revision of the Master Plan

. Court adjudication of ownership
rights based on quiet possession

Objectives and Strategies of the Programs in Kabul

The objective of the programs in Districts 6, 7 and 13 in Kabul was to test strategies that support a
cost-effective methodology to improve tenure security in informal settlements that can be applied in
urban areas elsewhere in Afghanistan. The methodology was developed based on the assumption that
the integration of tenure security with the upgrading of basic services is likely to improve community
cohesion and limit displacement through eviction. The experience in Kabul provides evidence that
similar programs can be successfully implemented in other urban areas, and when adapted to the
reality on the ground, in rural areas as well, when the following approach is taken:

Approach

USAID/LTERA’s approach to the regularization of informal settlements was as follows:

MoUs: Ensure ownership of the program through Memorandums of Understanding with local
governments and line ministries;

Support System: Embed an office in the community and ensure that Afghan talent manages the
day-to-day running of the program with limited guidance and supervision of an expatriate expert;

Community Mobilization and Ownership: Identify or establish representative community
structures in gozars and mobilize residents in support of the program;

Training: Organize training programs for USAID/LTERA staff, communities and other
counterparts on tenure formalization, mapping, etc.;

GIS/Mapping: Prepare topographical maps for urban areas using rectified aerial photography and
Google Earth Professional images;

Field Surveys: Undertake door-to-door property surveys to collect tenure and titling information,
undertake preliminary identification of property boundaries, undertake sample household socio-
economic surveys and establish benchmarks for future monitoring and evaluation;

Adjudication: Facilitate a community-based property adjudication and dispute resolution process
ensuring the full participation of women;

Planning: Develop spatial development plans for urban areas which identify the future road
network, future land use, and informal areas which should be earmarked for upgrading with the
participation of communities, for approval by municipal authorities; and

Physical Upgrading: Facilitate the implementation of infrastructure upgrading projects
prioritized by the needs expressed by the community.
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USAID/LTERA’S EXPERIENCE REGULARIZING INFORMAL SETTLEMENTS IN DISTRICT 7 IN KABUL

USAID/LTERA's first small scale pilot program started in District 7 in 2005 and involved two
communities, composed of 517 residential lots. The pilot successfully tested methodologies for:
surveying communities; mapping and demarcation of boundaries; property surveys; household
surveys; property adjudication; and the provision of legal counseling regarding property issues.

The team prepared a proposal to replicate and scale-up these activities, and prepared a detailed Land
Information System (LIS) for the rest of the district, comprising 24 gozars and an estimated
population of 222,000 on 18,500 residential lots.

USAID/LTERA undertook a preliminary study in August 2006 to identify the economic benefits
arising from the first phase of the tenure formalization program in District 7 which took place in those
neighborhoods.

The study showed a significant impact in terms of increased business activity and housing
construction. Interviews with community leaders and residents also showed that people’s perception
of tenure security had improved significantly since the implementation of the project. In summary:

m  More Construction: Forty-six houses had either been reconstructed or extended in the pilot area
in the year following the implementation of the project. This represented 9% of all houses in the
area. Forty-five of these houses were constructed of brick and concrete which required
substantially greater investment than mud. Only one house was constructed with mud;

®  More Businesses: The number of businesses increased from 117 to 126, an increase of 7% since
a previous survey was undertaken in November 2005;

m  |ncreased Prices of Vacant Land: Although house prices appeared to have stabilized and in
some instances had decreased in value, the price of vacant land increased by as much as 50%
since the project started. There were fewer houses on the market than before the project started.
There were also fewer properties for rent, and rental prices increased by an average of 30% over a
period of one year. Property agents reported that more homeowners were staying in their own
properties as a result of a perception of greater security and a reduced likelihood that their houses
would be demolished by the Municipality;

m  More Tenure Security: All 30 residents interviewed were aware of USAID/LTERA’s tenure
formalization project. Twenty-nine out of the thirty respondents reported that they felt more
secure as a result of the project and believed that the area would in the future be incorporated into
the City Plan. Three respondents noted the fact that roads and drains had been constructed in the
project area. Only one respondent reported that he did not feel more secure as a result of the
project and that the Municipality eventually would demolish the area; and

m  Positive Impact on Community Development: Shura and community leaders involved in the
property adjudication process reiterated their support for the project and confirmed that the project
led to improved perception of security and increased economic activity in their communities.

Similar results have been observed in Kabul Districts 6 and 13, where USAID/LTERA expanded its
activities from October 2007 through July 2009. In these districts, USAID/LTERA:

m  Helped establish 56 shuras in Kabul — through a community-based election process;

®m  Surveyed, mapped and clarified property rights — both formal and informal — of 54,000
households; and

m  Resolved over 1,400 land disputes within informal settlements of southwest Kabul through
community-based dispute resolution committees.
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USAID/LTERA’s EXPERIENCE UPGRADING INFORMAL SETTLEMENTS IN DEH QABEL GOZAR, KABUL

In order to support the land tenure formalization process in Kabul, USAID/LTERA implemented a
street upgrading plan in the neighborhood of Deh Qabel in District 13 aimed at increasing
accessibility to land parcels, contributing to better infrastructure among the spatial patterns within the
gozar and enhancing the perception of tenure security within the community.

Upgrading activities took place from December 2005 through June 2006 in close coordination with
the gozar’s shura. USAID/LTERA surfaced 26 streets with plain cement concrete and improved
drainage structures servicing 12 hectares of informal settlements and more than 200 households. As of
January 2007, the following could be concluded:

m  Significant Support for Community Mobilization: The design and implementation of
upgrading projects have been key in mobilizing the community on land tenure issues and to
illustrate the positive and tangible impact of tenure formalization on the gozar’s infrastructure;

m  Significant Contribution by the Community: The in-kind and cash contribution of the
community to the upgrading works was the equivalent of $24,000, equivalent to 30% of the
LTERA contribution of $80,000 for direct upgrading costs (materials and labor). This amount was
expected to increase in the future as further upgrading works were being implemented by the
community in adjacent streets without USAID/LTERA’s assistance (see map below);

m  Greater Economic Development: Compared to non-upgraded neighborhoods, the profits of local
shopkeepers increased due to greater accessibility. Some shopkeepers reported an increase in
profits of 100% after the streets were surfaced. In addition:

= The value of land increased by 10 to 15% compared to the initial land market in Deh Qabel
and the land markets of adjacent neighborhoods; and

= The quality and durability of construction improved significantly. As a consequence of
perceived tenure security, brick and concrete construction replaced traditional mud
construction in houses and buildings in the upgraded areas.

m  Short Time Frame: Establishing a community-based structure for the tenure formalization
program takes up to one year; the physical upgrading work could be finalized within eight
months. Therefore, it is feasible to successfully implement upgrading and tenure formalization
programs within two years.
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A Panoramic Picture of District 13: The street on the left was renovated by USAID/LTERA as part of a pilot
program to test the feasibility of cost-effective and sustainable Tenure Formalization Programs. The street on the
right reflects the state of an adjacent road before USAID/LTERA's efforts

Engineering Considerations

Several engineering approaches for street surfacing were tested as part of the USAID/LTERA
program in Deh Qabel in District 13:

®m  Cobblestone Engineering: USAID-funded Alternative Livelihood Programs (ALP) in Eastern,
Northern and Southern provinces had gained considerable experience in building cobblestone
roads as a cost-effective alternative to bituminous and in some cases concrete surfaces.
Advantages of cobblestone pavement over other surfaces are twofold:

= Labor Intensiveness: Shaping river stones is labor intensive, and the cost of the workers may
be supported at least partly by the beneficiary communities. In that perspective, ALP stone
pavers could be hired to train the community workers who would in turn benefit from new
skills; and

= Cost-Effectiveness: For roads which will support heavy traffic, cobblestone pavements
constitute a cost-effective and equally durable alternative to bituminous and reinforced
concrete pavements wherever the availability of stones is not an issue.

m  Concrete Construction: Despite the advantages of cobblestone construction, preference was
given to concrete, in accordance with the Municipality technical department’s recommendations
for Deh Qabel. The raw materials for cobblestone street surfacing were not available in the
vicinity of the program and the relatively rough surface of cobblestone streets made them less
desirable within urban centers.

Designs for 5-meter, 3-meter and 2-meter-wide streets as well as culverts were approved by the
municipality and were used in the pilot area. The community provided a significant contribution
to the upgrading works through the release of land and the supply of laborers. Women in the area
ensured that pedestrians would not walk on the wet cement. Ultimately, concrete turned out to be
the most cost effective, desirable and durable solution for streets aimed at supporting pedestrian
and light car traffic in the pilot area.
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Street upgrading process in Deh Qabel in District 13 of Kabul City

The table below compares various street engineering solutions in terms of unit cost and labor-
intensiveness. The costs of cobblestone varied considerably according to the terrain, and the
associated structures, plus the distance to a good source of materials for the road bed, the cobbles

themselves and the filler.

The engineering had to be of a high standard and required several levels of engineering supervision
during the design and construction process. A significant amount of cement was also used for the curb
walls which had to be anchored to hold the cobbles in place. However, the advantage of using this

technology was that most of the labor to build the road came from the community.

Unit
cost
Pavement Type (USD
per M%)
Hot-mix asphalt pavement (10 cm thick) $55-60

Reinforced cement concrete pavement (15 cm  $40-45
thick)

Double Bituminous Surface Treatment (10 cm  $35-40
thick)

Single Bituminous Surface Treatment (10 cm thick)  $30-35
Cobblestone pavement (thickness 20 cm) $20-25

Plain cement concrete pavement (10 cm thick) $10

Generated
employment (in
individuals, per

km per week)
60

90

60

40
110
70

Traffic type

Heavy traffic

Medium traffic

Heavy traffic

Medium traffic
Medium traffic

Light traffic
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USAID/LTERA’S EXPERIENCE REGULARIZING INFORMAL SETTLEMENTS IN MAZAR-1-SHARIF

In Mazar-i-Sharif, USAID/LTERA concentrated its efforts on the informal settlement of Sajadia
located in the southeastern part of Mazar-i-Sharif, in Municipal District 10. The program in Sajadia
illustrates how tenure insecurity within allegedly grabbed areas can undermine the economic
development and how formalization of such areas can be approached in Afghanistan.

The area of Sajadia covers about 1,100 jeribs of land (1 jerib = 2000 square meters) and consists of
3,000 houses. The area, historically privately owned, was allegedly grabbed in 1992 by a local
warlord while the alleged legitimate owner had left the country. The area was then subdivided into
lots and sold to the people who purchased the lots in good faith.

In 2003, heirs of the alleged owner returned to Afghanistan and filed a claim with the Court of Mazar-
i-Sharif which ruled in favor of the heirs and ordered that the land be restituted. Since then, the
members of Sajadia community have opposed the implementation of this order.

The Sajadia settlement in Mazar-i-Sharif

The dispute resolution and formalization process started in February 2008 and ended in July 2009.
The experience of USAID/LTERA in Mazar-i-Sharif demonstrated the following:

= Mediation is Key to Solving Land Issues: Courts alone have proven ineffective in solving issues
related to allegedly grabbed land, partly because they consider residents on grabbed land as
offenders and not as victims. Mediation by community elders among all parties involved with a
focus on creating mutually satisfying solutions through dialogue has proven to be an effective
conflict resolution method;

= Formalization Increases the Value of Land: Over the last 25 years, land market prices within
Sajadia have been at 25% of the real market price — typically between $1,000 and $4,000 for a
600 m2 lot - because the land dispute has driven potential buyers away from the area. The
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community’s rationale for accepting a resolution that compensates the alleged real owner is based
on a belief that the transfer of ownership rights to the community will increase the value of land
well beyond its historical value;

Mr. Jawid, Entrepreneur in Mazar-i-Sharif

Mr. Jawid (name changed) runs a small construction company in Mazar-i-Sharif. He does not have a regular
income but makes on average $9000 per year. In 1994, he purchased a lot in Sajadia district. He paid the
equivalent of $600 and invested another $4200 to build his house.

Like Jawid’s family, 3,000 families had decided to settle in the district of Sajadia, earmarked to become the 11th
District of Mazar-i-Sharif and a thriving residential and business area. In 1996, however, the Primary Court of
Mazar-i-Sharif ordered the 3,000 households established in Sajadia to return their lot to the heirs of a landowner,
who was allegedly the rightful owner.

Since then, Mr. Jawid and the rest of Sajadia community have been trying to reach a financial agreement with the
heirs of the previous landowner so that they could live without the fear of being evicted.

|
I
|
|
I
|
I
|
I
|
I
|
I
I
|
I
|
I
|
|
I
|
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Pending the resolution of this conflict, local authorities suspended the provision of basic services such as roads, |
potable water, sanitation, health, and education facilities to the residents of Sajadia. In 2005, Mr. Jawid decided to 1
sell his 600 m2 lot and move his family to a better serviced area of Mazar-i-Sharif, but soon abandoned this idea |
when he realized that potential buyers would only offer $1,000 for his land and house, only about one-fifth of his |
initial investment. !
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As a result of the considerable risk of eviction from Sajadia, he also abandoned the idea of improving his property
notably by drilling a well, planting an orchard and insulating the house. “I know that these improvements would
increase my self-sufficiency and reduce my energy consumption, but the risk that tomorrow | have to leave this
house is too high,” he admitted.

However, since USAID/LTERA started its operations in Mazar-i-Sharif, Mr. Jawid, like other residents of Sajadia,
has regained hope that an amicable solution will be found between the community and the heirs of the landowner.

In March 2009, a financial agreement among the different parties was reached. This agreement consists of
transferring property rights to the community members against the payment of a modest $1/m2 by community
members to the heirs of the land owner. The agreement is currently being implemented. Mr. Jawid has plans to
invest in the house, drill the water well to provide his family healthy water, and plant trees in the garden.

®m  Formalization Increases Private Investment in
Housing: The hope that land tenure will be secured
in Sajadia has boosted private investments in
housing: the number of houses with private water
wells has increased from 129 in May 2008 to 356
houses in May 2009;

®  Formalization Revives Public Investment
Projects: Initially earmarked by the Municipality
of Mazar-i-Sharif as the 11th District of Mazar-i-
Sharif and a thriving residential and business area,
Sajadia evolved into an under-serwceo_l gnd |solat_ed The Sajadia Dispute Mediation Body was
Se“_'eme”t offering  few oppor_tunltles 0 1S established in 2008 under the authority of
residents as a result of the land dispute. The land  the Governor of Balkh to find an amicable
dispute resolution process has revived former solution to the land conflict between the
investment projects from the Municipality that will ~ community of Sajadia and the heirs of the
be submitted soon to the Provincial Development e,
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Council.
USAID/LTERA’S EXPERIENCE FORMALIZING INFORMAL SETTLEMENTS IN KUNDUZ

The informal settlements of Rustagabad and Faizabad in Kunduz offer two examples of squatted
governmental land. The formalization process started in February 2008 and ended in July 2009.

The informal settlements of Faizabad and Rustagabad in Kunduz were established in 2002 and
currently consist of 1,800 houses. Unlike many other informal settlements, Faizabad and
Rustagabad have access to roads, water and electricity

Lessons learned from the USAID/LTERA experience in Kunduz include:

= The Importance of Community Leadership: Unlike
other USAID/LTERA tenure formalization areas, the
settlement of Rustagabad had an existing shura in
place and strong community leadership. The shura
approached the municipality of Kunduz and the
Ministry of Urban Development in 2007 - before the
USAID/LTERA program started - with a view to
formalize tenure rights of Rustagabad residents and to
prepare a community development plan. This
community leadership has been a key factor in

facilitating the formalization process. Although recently established, the
. community of Rustagabad has active
m  The Importance of de facto Recognition: Most  |eaders who share a common vision to

tenure formalization programs focus on de jure improve the livelihood of the
recognition of tenure rights within informal community.

settlements, that is to say, the regularization of rights

through a formal legal process. The project in the Rustagabad and Faizabad settlements illustrated
how de facto recognition of rights can also have a positive impact on the livelihoods of Afghan
citizens;

Since 2005, the Municipality of Kunduz has implemented a series of measures to improve the
perceived tenure security among the residents. For example, the Municipality developed and
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implemented a street addressing system within these settlements and started collecting sanitation
taxes. The Municipality also encouraged national and international NGOs to implement
community-based development projects such as drilling public fountains and setting up a youth
center;

Even though this municipal policy did not lead to a formal registration of tenure rights, it had the
same practical effects: the community started investing in property and provided most of the
capital investment necessary for supplying water and electricity to the area. Residents reported
that, though Rustagabad is an informal settlement,

the level of services within the settlement equaled

that of average levels of service available in the

formal parts of Kunduz.

m The Positive Impact of Formalization on
Municipal Finance: The Municipality of Kunduz
immediately realized the opportunity offered by the
tenure formalization program to improve its public
finance through the sales of government land and the
collection of sanitation taxes.

Street and house numbering by the

With the support of USAID/LTERA, the Municipality of Kunduz, with the
Municipality —established a property registry support of LTERA, offers effective de
indicating the size and location of each property U e e o e el

within the informal settlements, aimed at optimizing settlements.

tax calculation and recovery. The formalization of
Rustagabad and Faizabad settlements in Kunduz is expected to generate an estimated $540,000
for 2009-2010 plus an additional $21,000 annually.
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USAID/LTERA’S EXPERIENCE FORMALIZING INFORMAL SETTLEMENTS IN TALOQAN

Gullahi Baghi Zakhera is a small informal settlement located in the northwestern part of Talogan. The
settlement has been developing since 1989 and consists of approximately 300 houses.

The area was private rural land which was informally subdivided and developed in violation of the
existing master plan. The process for formalizing Gullahi Baghi Zakhera was initiated at the end of
2008 by the Municipality of Talogan with USAID/LTERA's support.

The Informal settlement of Gullahi Baghi Zakhera in Talogan

The experience of USAID/LTERA in Talogan demonstrated that:

Women's Participation Increases Community Involvement: The project benefited from broad
support of the community thanks to the critical role played by women during the community

mobilization process. This is largely due to the fact
that women played an important role articulating the
needs of their communities and their direct
involvement in the programs;

Community-Based Adjudication is a Viable
Alternative to Formal Adjudication: Many
residents of informal settlements are reluctant to
resort to courts to resolve land disputes. The formal
judiciary system is commonly seen as intimidating,
slow and expensive, and decisions made by judges
are perceived by most people as unfair or
unenforceable. In Talogan, the shuras met the
expectations of the citizens in terms of affordability,
equity and enforceability of decisions. Since most

Women's participation in the
project has increased the
involvement of the community in
the planning process.
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land disputes were internal to the community — disputes among neighbors or among family
members — decisions made by community elders were more likely to be accepted than judicial
decisions;

Municipal Registration of Property Claims as a Step toward Adjudication of Property
Rights in the Formal Courts: Some 70% of the residents in Talogan do not have a recorded
deed of their land. The Municipality repeatedly reported this lack of records as a major bottleneck
undermining its capacity to administer the city in an efficient manner: it limited its ability to
collect taxes, to deliver building permits and to prioritize municipal services.

By developing a mechanism for collecting, clarifying, validating and recording information on
property claims, USAID/LTERA has assisted the Talogan Municipality in removing this
bottleneck.

The registration of clarified property claims with the Municipality can be seen as a first level of de
facto recognition of residents of informal settlements and their inclusion into the formal municipal
economy.

Bezhan G., Painter, Talogan

Bezhan G. (name changed), 50, lives in Gullahi Baghi Zakhera settlement of Talogan and works as a painter. He
makes approximately $300 per month. He has a wife and six children.

Since 2007, Bezhan's neighbor, Noor (name changed), has been claiming ownership of the 1-meter wide pathway
which separates Bezhan's house from the main street, thus depriving him and his relatives of a vital right-of-way.

Although both Bezhan and Noor have formal property deeds (Qabal-e-Sharayee), these deeds do not provide an
accurate description of their respective land parcel and rights-of-way associated. The ownership status of the
pathway therefore remains unclear, which has been poisoning the relationship between the two neighbors.

In August 2008, the situation escalated when the neighbors got into a fight.

The dispute was examined in June 2009 by the Property Clarification and Dispute Resolution Board established
with the support of USAID/LTERA. Though the Board members could not establish the ownership status of the
pathway, they nevertheless stated that Bezhan could not be denied access to his house and therefore encouraged
Noor to waive his claim over the pathway. Noor accepted the decision of the Board, and since then, has not taken
any action to take possession of the pathway.

Bezhan and his family felt relieved by the decision of the Board and the resolution of the conflict, something that
would have been more difficult before the shura and property clarification boards were established in Gullahi Baghi
Zakhera with USAID/LTERA's assistance.

PREPARING COMMUNITY-BASED DEVELOPMENT PLANS

Unclear and inappropriate urban planning standards and top-down urban planning procedures often
contribute to tenure insecurity, since government authorities consider non-compliance with outdated
and rigid urban plans as a basis for eviction of residents of informal urban settlements and a reason to
refuse the provision of services to those areas.

Afghan urban planning standards and practices often disregard existing land use patterns, ignore
communities’ expectations, and call for land-intensive development that often requires the eviction of
large numbers of occupants of informal urban settlements without requiring government efforts to
resettle them.

Project Completion Report - USAID/LTERA 2004 - 2009 30



Within the pilot areas of Kabul, Mazar-i-Sharif, Kunduz and Talogan, USAID/LTERA utilized a
flexible, decentralized, community-based approach to urban planning which has reduced tenure
insecurity and improved social inclusion of residents of informal urban settlements. Using clear
construction standards that accommodate a wide range of construction techniques (especially those
used in informal urban settlements) and building the institutional capacity to administer these
standards has enhanced tenure security, public safety and trust in the respective municipalities.

While community development plans have been approved for Kabul and Kunduz, the plans for
Mazar-i-Sharif and Talogan are currently under review as of September 29, 2009. The community
development plans for Districts 6, 7 and 13 of Kabul have been incorporated into the revision of the
Kabul Master Plan led by the World Bank KURP project and JICA's Greater Kabul Metropolitan Area
initiative.
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2. LAND REGISTRATION SYSTEM — IMPLEMENTING A ONE-STOP-SHOP FOR
THE REGISTRATION OF IMMOVABLE PROPERTY AND LEGAL
DOCUMENTATION

Task Objective: To make the recording of property rights and legal documentation in Afghanistan
as efficient, transparent and inexpensive as possible by: 1) renovating legal archives kept in
Makhzans; 2) working with the Supreme Court to implement a streamlined registration system
throughout the country; 3) improving the coordination among institutions involved in the registration
process.

Rehabilitating Land Records in Afghan Courts

Afghanistan’s land administration infrastructure was nearly destroyed during two decades of war,
destruction, and instability. As a result, its land records, including property deeds and transfer deeds,
were frequently eaten by mice, burned, left to decay, or destroyed completely. In late 2004, the
USAID/LTERA project began refurbishing the Makhzans (provincial court registries). As of
September 29, 2009, reorganization teams in face masks and gloves have cleaned, restored and
reorganized close to seven million legal documents of which included 1,077,000 deeds.

USAID/LTERA has provided metal storage cabinets to courts throughout the country to preserve the
documents. The locking metal cabinets in the Makhzans contain restored books of documents, or
kondas, that have been reorganized to provide easy access for court officials and the public.

Before the reorganization, land administration
offices were unable to properly document
land transfers, provide proof of ownership
documents or prevent the registration of
fraudulent deeds. With new cost efficient
technology provided by USAID/LTERA,
Afghans can now easily access their property
documents.

Throughout the country, property documents

have been photographed and digitized to

prevent manipulation. The project has trained

land administration personnel in document

cleaning, reorganization and protection, and

P —— ; i ¢ logal has created a land information database which

Lﬁjsocuments,in?:tI‘L’JJldiflgr:iltnl(‘ce] éne'eéc;ﬁ;h;?; mak?s. property Ifecords accessible to 'aﬂd

throughout Afghanistan administration offices and the general public.

In addition, the reorganization teams have

worked at Kabul Municipality and the Ministry of Finance to rehabilitate archives that contain
information on property rights of State Owned Enterprises (SOEs).

In Afghanistan, 28 different kinds of legal documents or Wasayeq are maintained by the court
registries, including title deeds of immovable property or Qabalae Qatea, and mortgage deeds or
Qabalae Jayezi. Other documents include promissory notes, marriage licenses and leases. These
deeds describe the ownership history of immovable property such as a house or an office building and
often contain general descriptions of the location of the property.

The table below provides an overview of the types of legal documents that have been restored by the
USAID/LTERA project throughout Afghanistan.
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No Name of the English Translation Property
Document Related
1 EbraKhat Waiver Yes
2  Eflas Khat Certificate of Bankruptcy No
3 Khat Ejara Lease Agreement Yes
4  Egrar Khat Affidavit Yes
5 Eslah Khat Amicable resolution of a claim by the parties for a No
court order, which is itself a kind of affidavit
6 Faisala Khat Decision / Ruling Yes
7 Hasre Werasat Document specifying legal heirs No
8 Hujat Kha Promissory note No
9  Khula khat Divorce granted at the request of a woman subject No
to approval of husband
10 Musanna Khat Certified Duplicate / Certified Copy Yes
11 Nafaga Khat Child support / Alimony No
12 Nekah Khat Marriage License No
13 Qabalae Qatae Title Deed [conclusive document of ownership] Yes
14 Qabalae Jayezi Deed of Mortgage Yes
15 Qarardad Khat Letter of Contract No
16 Qayim Khat Legal Tutorship No
17 Raseed Khat Record of Receipt No
18 Reza Nama Letter of satisfaction No
19 Shugoon Nama Hindu's Marriage License No
20 Surat-e-Hal Jazaie Registration of Criminal Pleading / Complaint No
21 Surat-e-Hal Huqgoogi Registration of Civil Pleading / Complaint No
22 Talaq Khat Divorce Decree No
23 Tamlik Khat Letter of conveyance of property Yes
24  Tagsim Khat Deed specifying division of property Yes
25 Taraka Khat Distribution of inherited property among the heirs Yes
26 Wakalat Khat Power of Attorney Yes
27 Wasayat Khat Testament Yes
28 Zamanat Khat Surety / Letter of Guarantee No

Achievements in Restoring Court Registries

m  Worked with 21 provincial Makhzans and reorganized close
to 7 million legal documents, including 1,077,000 title deeds,
representing over 80% of the total number of title deeds
registered with courts in Afghanistan;

®m  Trained and certified 100 Makhzan judges and staff in the use
and maintenance of the new deed registration system for
property transfer deeds;

= Developed and implemented a cost-effective methodology for
the digitization of property transfer deeds. The system has
been installed in 11 Makhzans (Kabul, Herat, Balkh,
Nangarhar, Parwan, Kunduz, Baghlan, Panjshir, Logar,
Ghazni and Paktya) and court staff has been trained in its
implementation;

m  Fully digitized all property transfer deeds of Kabul
Municipality, and trained and certified Makhzan staff to use

Some of the 130,000 circular
forms ready to be distributed
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the computer system for daily updating;
®m  Digitized 616,498 deeds as of September 29, 2009;

®=  Reduced the property transfer tax from 7-8% to 4-5%. The proposal was enacted by Parliament in
February 2009 and signed by President Karzai in March 2009;

= Formed a working group to develop an integrated land registration system for the Ghazni project
in January 2006 with representatives of the Municipality, Amlak, cadastre, Appeals Court and the
Mustofiat (the tax office of the Ministry of Finance);

m  After President Karzai authorized USAID/LTERA to fly over Ghazni with a military helicopter
for preparing cadastral maps, prepared a flight plan and took 600 pictures. The pictures were
ortho-rectified by staff of the Afghan Geodesy & Cartography Head Office (AGCHO) as part of
USAID/LTERA’s Geographic Information System (GIS) training program;

m  Reduced the number of steps involved in the registration of immovable property from more than
thirty steps down to four steps for land and three steps for buildings.
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Supporting the Supreme Court with the Simplification of the Registration of Immovable
Property

USAID/LTERA received a letter from the Supreme Court on September 18, 2006 authorizing the
project to simplify the registration process for immovable property in Afghanistan. After a
consultative process with representatives of the private sector, the government and the judiciary, the
registration process for the sale of private property was simplified from more than thirty steps to just
four steps. If the seller of the property possesses a legal property deed, then the buyer and the seller of
that property can obtain a new deed for the real estate transaction and pay the required transfer taxes
on immovable property by taking the steps in the table below. In support of this process,
USAID/LTERA has printed and distributed 130,000 new registration forms to 34 provinces.
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Registration of Immovable Property

Step 1: The applicant travels to the Makhzan in the Appeals Court of the province where the property is
located.

Staff of the Makhzan will search for a copy of the seller’'s deed in the archive. When the copy of the deed is
found and verified for accuracy and authenticity, the Judge of the Makhzan stamps and signs a registration
form. A formal fee is not required for this step.

v

Step 2: The applicant goes to the district property office of the municipality with the registration form to
certify the property’s location, boundaries and ownership.

The property office will verify ownership of the property, whether the property has been leased or mortgaged,
which would prohibit the transfer of the property, and whether municipal taxes have been paid. The valuation
committee will determine the value of the property. The form will be stamped and signed by the municipality. A
formal fee is not required for this although a transfer tax of one percent of the value of the property will be
charged by the municipality. The tax is paid to an account of the National Bank of Afghanistan.

v

Step 3: The buyers goes to the Mustofiat of the Ministry of Finance with the form.

The Ministry verifies whether income tax has been paid by the seller on any income derived from the property.
If so, the Ministry will sign and stamp the form. A formal fee is not required for this although a transfer tax of
one percent of the value of the property will be charged by the Ministry. The tax is paid to an account of the
National Bank of Afghanistan.

[

Step 3a: If the transfer of immovable property includes land, the buyer also registers the form with the
cadastre.

The cadastre verifies the ownership and boundaries of the parcel(s). Once these have been established, the
cadastre will sign and stamp the form. A formal fee is not required for this step.

v

Step 4: The buyer goes to the Court to obtain a new title deed.

The judge verifies the registration form and the status of tax payments on the property. An additional tax of two
or three percent of the value of the property is charged by the Court to finalize the transfer of the title. The seller
pays the tax before a new deed is issued by the Court. The tax is paid to an account of the National Bank of
Afghanistan.

Reduction of Property Transfer Fees

The reduction of immovable property registration fees from 7% and 8% to 4% and 5%, which was
proposed by USAID/LTERA in 2005, was finally enacted by the National Assembly in February 2009
and approved by President Karzai in March 20009.

This reduction of fees is an incentive for buyers and sellers who would not normally register their
transactions to do so. Combined with the simplification of property registration procedures, the
reduction of registration fees is expected to increase the level of compliance with court registered
procedures from 20% to 60% of properties within the next 5 years in Kabul. Court revenues generated
from property registration fees are expected to increase from 117 million Afghani to 175 million
Afghani annually.
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Setting up a Central Registry of Property Deeds

In January 2008, the Supreme Court, USAID and
USAID/LTERA inaugurated the new central registry for
property deeds in Kabul.

The registry was established jointly by USAID/LTERA and
the Supreme Court and is located within the compound of
Kabul Appeals Court.

The creation of the central registry is a major step towards = Dr. Baha (Supreme Court), Hon. Qazizada
protecting deeds against physical alteration and towards (Kab(‘ds‘i{’lg;ti)ﬁgﬂgu“gﬁgg’:E:f S
facilitating title search and retrieval, with a view to creating Registry.

a secure business environment.

Walid, Wool Trader, Kabul

Walid H. (name changed) was born in 1978 in Ghazni. In 1992, he fled with his family to Iran where they lived in a
refugee camp. In order to cover travel expenses, Walid's father mortgaged the family’s house to a local businessman
for the equivalent of $2,000 and registered the mortgage deed with the Court of Ghazni.

In Iran, Walid graduated from high school but his refugee status did not allow him to go to University. In 2003, he and
his younger brother Noor (name changed) returned to Afghanistan and joined their uncle, a small trader of wool for the
local Chob-rang carpet industry in Kabul.

Walid's parents remained in Iran because “Jaghatu district is not safe and [they] cannot afford to rent or buy a house in
Kabul".

Walid and Noor live in their uncle’s house in Dasht-e-Barchi, District 13 of Kabul, like many returnees from Iran. In
2006, the two brothers went to the businessman with a view to repay the mortgage, repossess the family's house, sell it
with a gain and reinvest the sale proceeds into the purchase of two second-hand trucks for wool transportation. There
they discovered that the mortgage had been falsified and that a fake property deed granted the businessman full
ownership rights to the family house.

Because Walid did not hold any copy of the mortgage deed, lost years ago, his claim was rejected by the Court. In
2007, he visited the court registry of Ghazni province, which was reorganized and computerized with the support of
USAID/LTERA. The court registrar was able to retrieve Walid's original mortgage deed in a matter of hours and
delivered a deed duplicate to him.

Thanks to this deed, the Court re-examined the case and ordered the mortgagee to return the house to Walid. Walid
and Noor sold the family house for a profit and were able to purchase the two trucks. As of 2009, Walid stills lives and
works with his uncle in Kabul. His monthly income has increased from $240 in 2006 to $550 in 2009; he has many new
projects in mind.

e = - = = - - - - - - -

The Media Campaign on the New Property Registration System

In September 2009, USAID/LTERA produced one-minute services announcements in Dari and
Pashto to educate the public on the new registration system. This public education campaign was
designed to demonstrate to the Afghan people the improvements that their government, with USAID’s
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support, has made to the land tenure system and how those improvements can enhance their quality of

life.
The

specific objectives of the public education

campaign were to:

Increase awareness of the reduction of property
transfer fees;

The

1.

a) Increase awareness of the simplification of
the property transfer procedure; and

b) Stimulate a national debate on the need to
formalize informal urban settlements.

media campaign produced:

A one minute television commercial to increase
awareness of the reduction of property transfer
fees and the simplification of property transfer
procedures.

A ten minute video on LTERA’s approach to
enhancing tenure security in Afghanistan (i.e.
the simplification and securing of property
transactions and the regularization of customary
land rights), project results and benefits to the
Afghan people.

A ten minute video documenting the lessons
learned from the LTERA study tour that

The cover page of the USAID/LTERA booklet
produced by LTERA to inform the Afghan public of
recent tenure security improvements.

brought key officials to India to show them how Indian cities have addressed the issue of
informal settlements and turned informal settlements into driving forces of economic

development in India.

An illustrated booklet/brochure that explains the LTERA and Government counterpart process to
secure tenure security that will be developed in coordination with local community leaders and
government counterparts. The booklet is to be distributed to government counterparts and the

community at large.
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3. MAPPING AND LAND INFORMATION SYSTEM

Task Objective: To revitalize the cadastral mapping function in Afghanistan through the
implementation of a cost-effective, simple methodology for accurately delineating property parcel
boundaries on cadastral maps thus improving institutional knowledge of the locations and
dimensions of properties. To work with Afghan nationals in developing local capacity in government
agencies, a strategy for creating modern, cost-effective, certified cadastral maps, and integrating
these maps with a land information database linked to a unique property identifier and boundary
information on title deeds.

Enhancing the Spatial Dimension of Property Rights through Land Information Systems

Decades of war have destroyed Afghanistan’s land titling and registration system. To rebuild the
system, information needs to be exchanged among the courts, municipalities, cadastre, rural land
management agencies and tax offices.

Nine steps to link property deeds with parcel boundaries

1
Acquisition of
| satelliteimages 1

1
Ground control , = TTT-T=======
1 survey U e e e e .

: Property boundary
1 verification 1

---------- 1
: Property boundary
1 vectorization 1

A major problem is that only a limited number of cadastre survey records are available and most are
more than 35 years old. Property identifications are not included on title deeds and in some cases a
boundary might be described as the distance one can hear a villager call out.

To address these shortcomings, USAID/LTERA designed a model Land Information System (LIS)
which enhances the spatial description of property rights and makes it possible to link property deeds
with property parcel boundaries.
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Achievements

= Organized training programs on GIS, field survey equipment (total stations and GPS) for staff of
Afghan Geodesy and Cartography Head Office (AGCHO), Ministry of Urban Development, the
municipalities of Kabul, Kunduz, Mazar-i-Sharif and Talogan, and USAID/LTERA privatization
staff;

m Introduced and tested cost-effective methods of producing and updating digital cadastral maps
using aerial photography and satellite images in coordination with the International Security
Assistance Force (ISAF) and AGCHO;

m  Established highly accurate geodetic markers (WGS84) in Kabul, Mazar-i-Sharif, Kunduz and
Talogan using post-processed differential GPS techniques for cadastral purposes;

= Developed new standards for cadastral survey and mapping and obtained a decree from President
Karzai authorizing AGCHO to restart land surveys in support of the privatization of State Owned
Enterprises (SOES);

= Produced over one hundred real property plats for properties owned by SOEs;

= Developed and tested a database of legal and customary deeds linked with local area maps in
Districts 6, 7 and 13 of Kabul, District 5 of Kunduz, District 10 of Mazar-i-Sharif and northwest
Talogan;

= Developed a comprehensive educational program with Kabul Polytechnic University;

= Developed and tested a methodology for preparing community-validated parcel maps designed for
informal settlements;

= Organized a high-level study tour to France, the Netherlands and Denmark focused on land
information; and

®m  Organized jointly with AGCHO a national conference on Land Information.

The production of cadastral maps in Afghanistan stopped thirty years ago. Maps were produced by
hand, were inaccurate and were vulnerable to physical alteration. USAID/LTERA developed cost-
effective methodologies to produce accurate maps digitally using GIS

MED @ @] e Lisee) (1) LeE Map of Ghazni Produced in 2006 with

USAID/LTERA's Assistance
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Modernizing Cadastral Survey and Mapping Standards

Survey and mapping standards in Afghanistan were developed in the 1960s. The old standards do not
meet the requirements of efficient land administration and have not taken advantage of the latest
developments in the field of survey and mapping.

From 2007 to 2009, USAID/LTERA took the lead in modernizing these standards to create a solid
foundation for property/cadastral survey and mapping works, hence improving land administration.
The revised standards focus on the following aspects:

m  Cadastral data modeling;

®m  Geodetic datum and map projection;
m  Data capture and documentation;

= Absolute and relative accuracy;

m  Quality control procedures; and

®  |nstrumentation and monumentation.

The survey and mapping standards were adopted by the four municipalities involved in
USAID/LTERA's tenure formalization activities as well as by the Ministry of Finance and the
project's privatization component for the survey and mapping of SOE properties.

A coordinated effort to enact the standards was also undertaken with key organizations involved in
survey and mapping works in Afghanistan — notably AIMS, AGCHO, the US Geological Survey
(USGS) and the US National and Geolntelligence Agency (NGA) — with a view to incorporate these
standards within the broader scope of the Afghanistan’s National Spatial Data Infrastructure (NSDI).

Organizing a High-Level Study Tour to Europe (December 2007)

From December 1 to 15, 2007, a delegation of fifteen Afghan officials representing six Afghan
institutions involved in land administration, and three USAID/LTERA staff members, took part in a
study tour to France, the Netherlands and Denmark.

The purpose of the study tour was to understand how various European institutions administer land
and how land information is produced, managed and shared. Another goal was to identify
opportunities for improving land administration in Afghanistan. The delegation was led by
Mohammad Faqir Bahram, Deputy Mayor of Kabul and Engineer Abdul Raouf Yari, President of
AGCHO.

The study tour was co-sponsored by USAID/LTERA and the USAID-funded Capacity Development
Program (CDP).
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The Afghan delegation for the European Study Tour (December 1-15, 2007) consisted of
representatives of Kabul Municipality, AGCHO, the Ministry of Agriculture, the Ministry of Justice, the
Supreme Court, Kabul Polytechnic University and USAID/LTERA. The Study Tour was organized in
cooperation with USAID/CDP and Kadaster International (the Netherlands)

Organizing the First National Conference on Land Information (April 7, 2008)

The national conference on land information echoed the study tour organized in December 2007 by
USAID/LTERA and USAID/CDP. The conference was prepared jointly by AGCHO and
USAID/LTERA in an attempt to disseminate the lessons learned from the study tour to an extended
audience.

It took place on April 7, 2008 at the Intercontinental Hotel,
Kabul and gathered 180 participants.

The conference offered an unprecedented opportunity to
identify land information bottlenecks and sketch out the
future of land administration in Afghanistan.

Advanced Educational Programs at Kabul Polytechnic

University . :
Eng. Abdul Raouf Yari, President of

. . . AGCHO, presenting the vision of
USAID/LTERA implemented a comprehensive educational AGCHO for the coming decades.

program on GIS and survey and mapping techniques at
Kabul Polytechnic University (KPU) in 2007 and 2008. The curriculum was managed by the
University in 2009 with limited USAID/LTERA supervision.

The curriculum focuses on advanced land survey and mapping tools and consists of five modules and
two hundred hours of lectures and practical sessions for the Survey Department of Kabul Polytechnic
University. The educational materials can be downloaded from www.ltera.org
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The Educational Program on Advanced Survey and Mapping was delivered to 75 students of the
Survey and Geodesy Faculty of Kabul Polytechnic University. It consists of 200 hours of lectures and
practical field work. An award ceremony was held at the KPU auditorium in the presence of the
Deputy Minister of Higher Education, the Chancellor of KPU and USAID/LTERA

Establishing Geodetic Control Markers throughout Afghanistan

An accurate geodetic network is important for Afghanistan's national cadastral mapping system and
the positioning of property parcel boundaries at municipal and national levels. A geodetic network is
defined as a set of points on the ground throughout the country.

These points have coordinates with a precision of a few centimeters and are used as reference stations
to determine accurate coordinates of property parcel boundaries.

From July to September 2006, an assessment of the Afghan National Geodetic Network, established
by triangulation in the early 1980s, was undertaken by USAID/LTERA and AGCHO. Following the
assessment, a new geodetic network (WGS84) was established using post-processed differential GPS
techniques in 2008.

Survey grade GPS receivers Trimble 5700 and R3 were used to establish over 80 Geodetic Control
Markers with a centimetric accuracy.
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In October 2006, USAID/LTERA established a WGS84 Geodetic Landmark on the roof of the Cadastral
Office using differential Global Positioning System (GPS) technology

Introducing a Cost-Effective Method to Produce Ortho-Rectified Maps

Most property in Afghanistan has never been surveyed. A majority
of landowners do not hold legally recognized deeds to their
property, but rather have customary land deeds with poorly defined
property descriptions. The lack of clear boundaries is a significant
factor in the pervasive, bitter and often fatal land disputes prevalent
in the country.

Years of war and civil strife prevented the introduction of modern
survey and mapping technology by which boundaries can be easily
determined.

Ahmadullah Anees, Aerial

USAID recognized that land ownership supported by appropriate Sy T N £

documenta}tion including_ clear property descriptions was essenti_al to the Afghan Geodesic and
the reduction of land disputes and the development of the private  Cartography Head Office in a
sector. helicopter mapping of Ghazni.

In 2006, USAID/LTERA organized a two month specialized aerial
photography training program and developed a methodology for ortho-referencing aerial pictures.
This ortho-rectification process was tested in the city of Ghazni. The results of the program included:

m  The acquisition of more than 600 aerial pictures covering the entire city of Ghazni;
= The establishment of 50 Ground Control Points (GCP) using differential GPS techniques; and
m  The rectification of aerial pictures based on the GCP established using ArcGIS.

In 2007, the ortho-rectified pictures served as a basis for the production of the first cadastral atlas of
Ghazni city.

Reviving Topographical and Cadastral Surveys

In close cooperation with AGCHO, USAID/LTERA renovated the Cadastral Department of Kabul
and Ghazni with a view to reviving property survey operations in Afghanistan.
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USAID/LTERA provided computer and office equipment as well as training to more than 20 cadastral
surveyors. In 2006, the project delivered three training sessions in Kabul and Ghazni, including:

m A training program on total stations;
= Training on Geographical Information Systems; and
®  Training on survey-grade GPS.

In late 2006, a work plan to digitize existing cadastral archives
and revive cadastral survey operations was jointly developed by
USAID/LTERA and the Cadastral Department. This work plan
was partly implemented in Ghazni where a preliminary cadastral
atlas of the city was produced in partnership with the Cadastral
Department and the Ghazni Municipality.

In 2008, USAID/LTERA assisted AGCHO and the Cadastral
Department in developing a licensing scheme offering private
surveyors the opportunity to conduct survey and mapping work in
Afghanistan under the control of AGCHO. The initiative was

presented to the First Vice President in October 2008 and has T CurEErs o Gl

been partly enforced in 2009. Cadastral Department being
trained in using survey grade
USAID/LTERA was instrumental in helping AGCHO meet its GPS (2006).

requirements under the Public Reform and Restructuring (PRR)
program and prepare its contribution to the Afghanistan National Development Strategy (ANDS).

USAID/LTERA partly renovated the Cadastre in Kabul in 2006

The Development of a Municipal Land Registration Application

USAID/LTERA's approach to securing land tenure rights in urban informal settlements relied on
community-based mechanisms for surveying, documenting, arbitrating and recording property rights
claimed by residents of informal settlements.

These mechanisms have generated a staggering number of data points in various formats — e.g., raster,
vector and text formats — which needed to be stored, edited, linked, updated and visualized.
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To support this process, USAID/LTERA developed a Municipal Land Registration Application, a
software application that is being used by municipal district offices that have worked with
USAID/LTERA as part of its tenure formalization programs. The basic functions of the Municipal
Land Registration Application are to:

Inventory the boundaries and use of property parcels located within the district;

Register property claims after they have been clarified by the shuras (community councils);
Deliver certificates of registration to holders of registered properties;

Record new easements or encumbrances affecting registered properties;

Record subdivisions and/or transactions of registered properties;

Keep track of the clarification progress for properties not yet registered; and

Monitor land use changes that are occurring in the district and the compliance of those changes
with zoning laws.

Beyond these registration functions, the Municipal Land Registration Application will improve the
land administration of municipal districts beyond the life of the USAID/LTERA project, notably by
increasing tax revenues through the identification of tax payers, the valuation of properties and the
delivery of building permits in compliance with zoning laws.

Screenshot of the Municipal Land Registration Application

The Production of SOE Property Survey Plats

In support of the Ministry of Finance’s privatization program, the project surveyed 100 parcels of
SOE real estate. USAID/LTERA used quality control procedures to validate and ultimately certify
real property survey plats.

Project Completion Report - USAID/LTERA 2004 - 2009 46



Ly

6002 — ¥00Z Y43L1/IvSN - Hoday uonajdwo) 1afoid

weliboid uonezieald s.@oueuld jo Ansiuiy 8yl jo 1oddns ul wvye3171/Alvsn Ag padojanaq 1e|d Aanins Alladoud e jo ajdwex3 uy




4. LAND POLICY AND LEGAL FRAMEWORK

Task Objective: To develop a cohesive legal framework and process for land titling, formalization of
property rights and integrated land management, that will improve land tenure security and living
conditions in Afghanistan.

USAID/LTERA has been actively involved in a structured drafting program that includes the
organization of conferences and study tours, the formation of working committees, the publication of
a land policy and a white paper, and the organization of public consultations and dialogue on new
legislation. This process involved the Ministry of Justice (MoJ), the Ministry of Urban Development
(MoUD), the Ministry of Agriculture, Irrigation and Livestock (MoAIL) and other stakeholders.

Achievements on Legislation and Land Policy

m  Defined a methodology for resolving titling issues based on the project's tenure formalization
programs;

m  Drafted numerous reports and assessments on legal issues pertaining to land titling and
registration;

= Organized a three-day conference on Land Tenure Issues and Informal Settlements in Kabul;
m  Defined a typology of existing claims on property;

m  Coordinated the ANDS working group for land-related issues;

®m  Organized a series of study tours to Canada, Egypt, China and India;

m  Assisted and coordinated the Land Working Group at the MoAIL and developed the basic tenets
of a new land management policy, a formalization law and an anti-eviction law;

m  Prepared a framework land management policy that was approved by the Cabinet of Ministers in
September 2007;

®m  Provided advice to the committee responsible for the revision of the 2000 Land Management Law
in 2008; and

m  Supported the Steering Committee on the Informal Settlements Regularization and Upgrading
Policy in 2009.

National Land Conference in 2006

In January 2006, a three-day conference on informal settlements and tenure issues was held in Kabul.
The conference was hosted by MoUD, USAID/LTERA and the World Bank KURP project. The
conference was organized with two main objectives: 1) to build consensus among stakeholders on
methodologies to approach problems of tenure insecurity in informal settlements in Afghanistan; 2) to
draft an action plan and proposal to the government on methodologies for the formalization of
property rights in informal settlements.

The conference provided decision makers and other stakeholders the opportunity to examine
methodologies to integrate settlements into the urban planning process, improve tenure security and
prevent the expansion of informal settlements. Participants were able to study the lessons learned
from land reform projects in Afghanistan and other countries and consider strategies suitable for
adaptation in Afghanistan.
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As a result of the conference, proceedings and a white paper on Tenure Security and Community-
Based Upgrading in Kabul were produced by MoUD with USAID/LTERA's support. The white paper
described the existing reality on the ground, and provided a succinct discussion of proposed tenure
security and upgrading programs, principles and norms for land use, land titling and spatial planning
and management, and legislative measures needed to stabilize the current situation in informal
settlements.

The white paper indicated that the legislative framework in Afghanistan needs to include laws on anti-
eviction and formalization of informal property rights based on the doctrine of adverse possession. It
also indicated that fairly elected community structures were needed to adjudicate property rights, to
provide prima facie evidence of legitimate occupation or ownership, and to resolve land-related
disputes.

Study Tour to Egypt

In September 2006, USAID/LTERA organized a study tour to Egypt with the Minister of Urban
Development, the Deputy Minister of the Ministry of Justice, the Mayors of Mazar-i-Sharif, Kabul
and Herat, and other participants.

In order for the government to develop an appropriate and unified legislative and administrative
governmental response to tenure The Afghan Delegation on the Egypt Study Tour
insecurity, it was recognized that key

decision  makers and technical

personnel should draw first-hand

lessons from successful experiences

abroad that share similar socio-

economic and cultural contexts.

The objective of the study tour for
Afghan officials was to understand the
nature of a successful informal
settlement upgrading and tenure
regularization program, its program
cycle, and the processes of project
management.

The study tour enabled participants to

gain experience from direct

discussions with  counterparts on

program implementation, best practices of upgrading informal settlements, and addressing the
problem of tenure insecurity with a participatory approach.

As a follow-up activity, USAID/LTERA organized a workshop on informal settlements, land tenure
issues and lessons learned from the study tour to Egypt with KURP, the MoUD and Kabul
Municipality on December 3, 2006.

The Development of a Land Policy

USAID/LTERA has played an important coordination role in shaping the process for formulating a
comprehensive land policy for Afghanistan.

The Land Policy, which was signed by the Cabinet of Ministers on September 3, 2007, was the
product of a series of consultations with government officials, communities and other stakeholders.
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The land policy was drafted by the Ministry of Urban Development, Ministry of Agriculture,
Irrigation and Livestock and Ministry of Justice with the support of USAID/LTERA.

The purpose of this policy was to set forth a clearly defined set of issues and policy options that could
serve as general guidance to inform the revision and modification of the legal framework for land.
USAID/LTERA coordinated the activities of the Working Group responsible for drafting the land
policy and took the lead in identifying substantive policy issues related to informal land possession in
Afghanistan.

The Minister of Urban Development, Engineer
The policy paved the way for further Pashtoon, the Minister of Agriculture, Mr. Ramin, and
development, including the revision of ~ the Deputy Minister of Justice, Dr. Hashimzai, signing
the 2000 Rural Land Management Law the Land Policy that was adopted by the Cabinet of
and the formation of a Steering Al SiErs @7 SepiiRmine) 5, 207
Committee on  Urban Informal
Settlements Regularization and
Upgrading, under the leadership of the
MoUD.

Revision of the 2000 Rural Land
Management Law

The administration of rural land in
Afghanistan is governed by a number
of laws, including several that were
enacted during the Taliban regime.

In particular, revision of the 2000 Land

Management Law was identified by

the new Land Policy as a priority. It

recommended that the existing law’s

shortcomings be corrected, land use

efficiency and equity be restored, and an enabling environment for investment and economic growth
be created.

Under the leadership of Minister Obeidullah Ramin, the Ministry of Agriculture, Irrigation and
Livestock developed a draft of the revised Land Management Law. USAID/LTERA was invited by
MoAIL to comment extensively on the revised law before its submission to the Legislation
Department of the Ministry of Justice, the Cabinet of Ministers and the National Assembly.

The new Land Management Law, adopted in July 2008, extends governmental land leases from three
years to fifty and ninety years, which is expected to have a positive impact on investment.

Steering Committee on the Regularization and Upgrading of Informal Settlements

As a follow-up to the Land Policy approved by the Cabinet of Ministers in September 2007, the
Ministry of Urban Development established a Steering Committee on Informal Settlements with
USAID/LTERA's support. The Steering committee included members of the MoUD, IDLG, Kabul
Municipality, UN-Habitat, UNDP, Aga Khan Foundation and USAID/LTERA, and focused on the
following tasks:

m  Coordinate the actions of governmental agencies and international projects in urban informal
settlements;

= Develop standardized approaches to formalize and upgrade these settlements; and

= Develop a national policy on informal settlements regularization and upgrading.
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USAID/LTERA provided technical and logistical support to the Steering Committee from its
inception and led one of its four working groups, the working group on land tenure regularization and
legal issues.

Study Tour to India

In order to support policy and
legislative development in relation to
the  regularization of  informal
settlements, USAID/LTERA and the
Ministry of Urban Development jointly
organized a study tour to India in 20009.

The Afghan delegation visiting an informal settlement
in Hyderabad, India

This  study tour offered 13
representatives from the Afghan
National Assembly, Afghan
Municipalities, MoUD, IDLG and
USAID/LTERA the opportunity to
observe first-hand how informal urban
settlements are being addressed in
several cities in India.

The study tour took place from May 18
"~ 27, 2009 and was part of the Afghan
Government's  policy  development
process supported by USAID/LTERA.

A documentary on the study tour was developed by USAID/LTERA in September 2009 on behalf of
the Afghan Parliament.

Informal Settlements Regularization and Upgrading Policy

In July 2009, the four working groups of the Steering Committee on Informal Settlements submitted
their contribution to the informal settlements regularization and upgrading policy in thematic papers.

As of September 29, 2009, these papers have been reviewed by the Ministry of Urban Development
and will be consolidated into a policy paper before the end of 2009.

As the leader of the working group on land tenure regularization, USAID/LTERA developed 10 key
principles for an Afghan policy on tenure regularization. These principles introduce the concept of
occupancy rights for residents of informal settlements, outline the rights and duties of occupancy
rights’ holders and draw the criteria for the adjudication of ownership rights.
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10.

Ten Policy Principles for Regularizing Urban Informal Settlements in Afghanistan

The concept of occupancy rights for residents of urban informal settlements is introduced and is
recognized de facto or de jure by municipalities, governmental bodies and the courts;

Occupancy rights protect residents of urban informal settlements from arbitrary and
uncompensated eviction from the property they occupy;

Occupancy rights entitle residents of urban informal settlements to basic infrastructure and
municipal services;

The relocation of residents with occupancy rights is not permitted unless (a) their lives or health
are at risk; (b) relocation is required for purposes for which expropriation would be permitted
under applicable treaties, laws, decrees, regulations, and procedures; and (c) the relevant
government authority and the affected residents have negotiated and reached agreement on a
mutually-acceptable relocation plan;

Occupancy rights are established through a standardized community-based mechanism of
property claim verification and dispute resolution, and they are registered with the municipality;

Municipalities are entitled to collect municipal service taxes from residents with occupancy rights;

The court adjudication of ownership rights to residents with occupancy rights shall be expedited
for those residents established on privately-owned land based on a long-term documented history
of occupancy;

For those residents (a) who are established on State land without the State’s permission, (b)
whose claims are not based on a long-term documented history of occupancy, or (c) whose
occupancy rights have not been determined through a standardized community-based process of
verification and dispute resolution, ownership rights shall be adjudicated based on adverse
possession and after a specific period of time established by legislation;

Residents established on “grabbed” land (i.e., land illegally seized from its private or
governmental owner by powerful individuals such as warlords or political figures and sold or
distributed to occupants) shall be granted an occupancy right only if the resident acquired the
property in good faith (i.e. without knowledge of its being “grabbed”) and prior to a specific date
established by legislation. Ownership rights shall be adjudicated to residents of “grabbed” land
only after a just compensation has been provided to, and accepted by, the legitimate owner;

No occupancy right shall be granted to residents of environmentally sensitive land - such as flood
plains or areas subject to landslides - whose continued occupancy poses a serious threat to the
health and safety of the occupants, or to the protection of the natural environment.

(Source: USAID/LTERA contribution to the Steering Committee on Informal Settlements Regularization and Upgrading)
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5. PRIVATIZATION, RESTRUCTURING AND LIQUIDATION OF STATE OWNED
ENTERPRISES AND CORPORATIONS

Task Objective: Continue to assist the Islamic Republic of Afghanistan with its strategy for the
divestiture of state owned enterprises (SOEs) and other state owned assets.

Supporting the Ministry of Finance's Economic Restructuring Program in Afghanistan

Afghanistan is predominantly an agrarian society. Its industrial activities have historically been
established on the initiative of the State, often in partnership with private investors. Several of today’s
State Owned Enterprises (SOEs) were established in the 1960s and 1970s, and were nationalized in
the 1980s; others were established directly as SOEs during the Communist era.

Today the Islamic Republic of Afghanistan owns 65 enterprises organized according to the Law on
State Owned Enterprises (Tasady Law). The SOEs represent a broad range of sectors including
agriculture, mining, commerce, transportation, construction, infrastructure, power & energy, services,
textiles and light industry. During the past two decades, many assets owned by the enterprises were
destroyed. However, the enterprises own a significant number of well located land sites — over 1,200
throughout Afghanistan.

State owned property assets are in many cases idle or underutilized. Land for industrial and
commercial purposes is a scarce resource in Afghanistan, and the high demand for property for
economic use can be partially met by transferring assets from State ownership to private ownership.

Afghanistan’s Economic Growth Strategy and the ANDS Program

The Ministry of Finance is in charge of implementing the Government’s privatization program. The
Government is committed as part of the Afghanistan National Development Strategy (ANDS) and
Asian Development Bank's Loans to divest state owned enterprises that are defunct and non-
operational. The Government’s policy seeks to promote the private sector as the engine of economic
growth for the country. The Government is committed to expanding the private sector through the
efficient and rapid transfer of state owned assets to private ownership in an open, fair, and transparent
manner. The objectives are to maximize sales revenues for the State balanced against employment
preservation, and to create and encourage private investment and technological developments.

In support of this program, the USAID/LTERA Project has assisted the Ministry of Finance with:

m  |Institutional capacity building;
®  Amendments to privatization related legislation and procedures;
= Design and implementation of a Social Safety Net program for laid off employees of SOEs; and

m  Preparation and implementation of liquidations and privatization transactions through auctions
and tenders.

Various divestiture options are available for the transfer of state owned enterprises into private
ownership, including sales of assets, sales of shares in corporatized enterprises, long-term leases and
management contracts. With the completion of the USAID/LTERA program, the Afghan government
has the legislative framework, governance structures, procedures and the experience to carry forward
the program.

Project Completion Report - USAID/LTERA 2004 - 2009 54



The Context of Privatization

Under Presidential Decree No. 103 of December 6, 2005, the Ministry of Finance was given sole
responsibility for assessing the economic viability of SOEs and for recommending and implementing
strategies. This decree essentially authorized the commencement of a privatization program, under
which USAID’s Economic Restructuring component of the Land Titling and Economic Restructuring
in Afghanistan (USAID/LTERA) project has operated since 2004.

One of the first tasks that USAID/LTERA performed in working with the Ministry of Finance (MoF)
was to classify the 65 SOEs. The MoF decided that 9 of the 65 enterprises should remain in the hands
of the government and would not be privatized, while the other 56 should be divested — either
liquidated or privatized.

The Limited Viability of the Majority of SOEs

To determine whether SOEs were commercially viable and candidates to be sold as a going concern,
they were evaluated according the following criteria:

m  Does the company have adequate financial and operational records?

®m  Can the company provide competitive sustainable employment?

= Does the company have any financial and operational systems in place?

m  |s the company in compliance with financial reporting requirements and tax regulations?

®m  What are the assets versus the liabilities of the company? Does the company have "negative
shareholder equity?"

m |s there a viable market for the products of the company and are production assets capable of
producing any products?

A large majority of the SOEs did not meet these criteria. Many companies had not been operational
for decades, did not have viable product lines, and had more current liabilities than current assets.

Jangalak is the repository for the scrap metal from all SOEs in Afghanistan. Its only
revenue is from rental payments from exercise clubs in the few buildings that have roofs.
The value of the real property makes the SOE a liquidation candidate

Many SOEs had valuable real property with little or no production. Some even possessed assets that
belonged to private Afghan citizens and not the State.

In many instances, the SOEs were merely a combination of vacant land and empty buildings without
any production capacity or any prospect of being a going concern. As such, they were designated as
candidates for liquidation.
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Rokham Marble has inventory on its grounds, and a crane to move the rocks, but no
equipment to cut them. The buildings are unusable, making the SOE a liquidation candidate

The Restructuring of State Owned Corporations

Most State Owned corporations such as Brishna (the electricity utility), Hotel InterContinental,
Afghan Telecom, Afghan Wireless, and Afghan National Insurance Company are designated by the
Afghan Government as going concerns. As such, these entities are being restructured rather than
liquidated, with the help of the international donor community, including USAID/LTERA.

In addition to liquidating non-viable SOEs, starting in 2008, the MoF, with advice from
USAID/LTERA worked on the following restructuring projects:

= Power Construction Enterprise (PCE). An assessment of the assets and liabilities of PCE was
completed by USAID/LTERA in August 2009, and in September, the enterprise was turned over
to Brishna;

m  Central Authority for Water Supply & Sewerage, the Afghan water company. In May 2009, the
Kabul branch was transferred to a new corporation that is focused on streamlining its operations
and making the corporation commercially viable. Six more branches, located in the northern and
western provinces, were corporatized in August.

In addition, the MoF as early as 2007 requested that USAID/LTERA perform specific assignments
including:

®  An assessment of the finances and operation of Ariana Afghan Airline. This assessment was
resurrected in 2009, and USAID/LTERA presented a report to USAID Afghanistan in September
20009.

m A feasibility study for Afghan Textile Corporation to determine the future of the company which
is most likely liquidation. ATC is majority-owned by the government and owns large amounts of
property in several cities including Kabul.
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Achievements in General

As of September 29, 2009, USAID/LTERA accomplished the following achievements:

Drafted amendments to the SOE Law of May 20, 1991, with a view to providing a solid legal
foundation for privatizing, liquidating or restructuring SOEs, and prepared Liquidation and
Corporatization Procedures for implementation of the amendments;

Ensured that the privatization policy for SOEs was approved by the Cabinet of Ministers in
November 2005;

Developed a classification of SOEs to be divested and SOEs to remain state owned for the time
being that was agreed upon by the Cabinet of Ministers in November 2005;

Prepared 22 Liquidation or Restructuring Proposals. All were approved by the Ministry of
Finance and the SOE Evaluation Commission and 21 were approved by the Cabinet of Ministers;

Created 22 Liquidation Committees (each composed of up to seven government employees) and
trained them in assessment of assets and liabilities of SOEs;

Developed and implemented a Social Safety Net program, focusing on severance payment and
retraining alternatives for laid off employees of SOEs. 1,380 former employees of SOEs received
a total of $1,735,000 in severance payments;

Advised and provided assistance for the liquidation, including the preparation of liquidation plans,
of three former banks: Agriculture Development Bank, Industrial Development Bank, and
Mortgage and Construction Bank;

Prepared 19 Liquidation Plans, which have been approved by Liquidation Committees and the
Ministry of Finance;

Provided assistance for regularization of the Afghan National Insurance Corporation;

Provided assistance for the valuation, feasibility study and shareholders’ due diligence of Afghan
Textile Corporation (estimated to have 2,500 shareholders);

With USAID/LTERA's support, the Ministry of Finance has valued almost $125 million
in assets and corporatized over $67 million in assets as of September 29, 2009
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Prepared an assessment of the finances and operations of Ariana Afghan Airline;

Assisted in the transfer of the equivalent of $9,495,000 in SOE assets and $2,464,000 in former
bank assets to the private sector, pursuant to the Privatization Policy, through 86 successful
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auctions including 43 Muzhda auctions;

®  Trained approximately 150 Liquidation Committee members and 21 employees of the SOE
Department of the Ministry of Finance in assessment of assets and liabilities, valuation and
realization of assets, taxes applicable to the dissolution of SOEs, corporatization of SOEs and
other financial and accounting issues related to the corporatization, restructuring and dissolution
of SOEs and former banks;

86 auctions of assets, including the 43 Muzaheda auctions, of SOEs and former banks were
organized by Liquidation Committees starting in 2007 with USAID/LTERA's assistance to
demonstrate the feasibility of an open and transparent Auction Program.

From Left to Right, Top: Auctions at Afghan Fertilizer (Kabul), Kamaz 5 (Pul-e-Khumri),

Bottom: Kamaz 8 ( Mazar-i-Sharif) and Afghan Fertilizer (Parwan)

Non-Licensed Banks and SOEs Listed for Liquidation

USAID/LTERA assisted the Afghan Government with the liquidation of three non-licensed banks in
which several ministries and Afghan institutions had a shareholding. The decision to liquidate these
entities was approved by the shareholders in August 2006 and confirmed by Presidential Decree in
September 2007. One of the three, Mortgage Construction Bank, was officially dissolved in August
2009. The auction of the Head Quarters of the Agricultural Development Bank was postponed after
the Parliament requested the Ministry of Finance to further clarify the objectives of the program. The
auctions of the bank are expected to commence after the Presidential elections in 2009.
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The headquarters of Industrial Development Bank was sold in October 2007

The IDB building offers a good example of a privatized entity in Afghanistan. The property is 1,447
square meters, and includes the main building and three smaller buildings. This was the first land with
buildings sold under the Privatization Program. The purchaser, the owner of a company that imports
computer hardware and software and provides internet services, bought the building in October 2007,
began work on the building in the summer of 2008, and in one year has completely renovated the first
two floors of the building and the structure on the roof. He has also turned one of the smaller
buildings into a residence.

Before the liquidation, IDB, which had lost its banking license in early 2005, employed 23 people.
The new owner now employees 50 people and the business is making positive contributions to the
economy of Afghanistan.

Many of the other buyers of major properties sold under the Privatization Program — Hayratan
Technical Services, Samoon Dried Fruit, MTSE, Kamaz 5, and Blocks 5 and 6 of MCB, have gained
possession in the last year, so it can be expected that they will be investing in their new properties in
the near future.

In addition to the banks, the project worked on a portfolio of SOEs. The following graph provides an
overview of the privatization/liquidation process of SOEs and the steps involved and completed since
March 2006 when the first privatization proposals for SOEs were approved by the Government.
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Restructuring the SOE Department

Starting in December 2006, USAID/LTERA assisted the Ministry of Finance with the development of
a comprehensive strategic plan for a new A female student from the SOE Department
organization of the SOE Department. The  solves aproblem with encouragement from
objective of the new organizational structure was an Afghan USAID/LTERA expert

to develop and implement the Government's

policy, strategy and regulations for divestment of

approved SOEs and to provide financial

management oversight.

To achieve this objective, the SOE Department of
the MoF formed a specialized privatization
section, which was designed to be fully committed
to the privatization and economic restructuring of
SOEs. The SOE Department had been divided
into five sections, three to oversee specific sectors
of the economy: Construction and Transportation;
Commercial and Services; and Industry. The other
two sections, Methodology and Unification and
Relations, were support functions.

With the new mandate, the SOE Department would bring changes in the organizational chart of the
department to fulfill their responsibilities more efficiently and effectively. This reform was
coordinated by the Civil Services Commission to bring reform in the ministries, in a program called
“Priority Reform and Restructuring”.

According to the mandate, the SOE Department was given the following tasks:

®m  Manage the process of privatization and restructuring of the SOEs;
®  Implement the privatization Policy of the Islamic Republic of Afghanistan;
m  Determine the priorities for the divestment program of the SOEs;

m  Prepare proposals to the SOE Evaluation Commission and to the Cabinet of Ministers to facilitate
the proper decision of the Cabinet of Ministers;

®  Privatize or liquidate SOEs after approval by the Cabinet of Ministers; and
m  Provide financial oversight over remaining SOEs.

An important additional benefit of the restructuring of the SOE Department was the anticipated hiring
in MoF of a number of skilled private sector oriented managers and staff members, in such sections as
Sales and Contracts, who could become useful employees in other MoF departments or in other
ministries once the privatization has been successfully completed.

Although the plan was submitted by the MoF to the Reform Committee of the Civil Services
Commission, funding for the new department became available only in June 2008. The positions in
the new organization structure of the SOE Department were funded under the IAA scale, were
advertised, and recruitments made on a competitive basis. Existing managers and staff of the SOE
Department were invited to apply for the vacant positions, but had to compete with other (external)
applicants.
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2008 Tax Training

The first of three training sessions on taxes for officials of the newly expanded State Owned
Enterprise Department was held at the USAID/LTERA main office in July 2008 with the participation
of 11 members of the SOE Department. The session, focusing on issues related to SOEs, and to their
dissolution, was conducted by the Revenue Department of the Ministry of Finance. A second session
was held in August 2008. A final session was conducted in November 2008 by USAID/LTERA
consultants, using an actual example in a presentation to SOE Department officials, attended by
representatives from USAID.

2009 Training on Accounting, Finance and Tax

The Economic Restructuring team

Deputy Minister of Finance Abdul Razique Samady makesa  hegan the implementation of a formal

point as Kimberly Rosen, Director of the Office of Economic training program for employees and
Growth at USAID, Yosuf Osman, Director of the SOE ;

! = - representatives of the SOE Department,

Department, and a USAID/LTERA trainer look on during Iinpe Ministries and the OffiCF; of the

an award ceremony in September 2009 . . .
Y P Senior Economic Advisor to the

President in April 2009 as part of the
program'’s exit strategy.

Training courses were delivered in
financial, accounting and tax issues to
transfer the necessary knowledge and
skills to continue the restructuring and
privatization of SOEs.

The training courses focused on the

principles of accounting and finance to

enable participants to read, understand

and analyze SOE financial statements,

and to use these statements as a basis

for making informed decisions in the
context of the USAID/LTERA project and improved governance and supervision of operating SOEs.
The course covered the following main subjects:

®  Principles of accounting and finance;

m Introduction to Generally Accepted Accounting Principles (GAAP) and their relation to
traditional Afghan accounting standards;

®m  The structure of financial statements, their interrelationships and analysis of these statements by
management;

®  Budgeting, management information systems (MIS) and strategic planning as management tools;
and

= Writing Liquidation or Restructuring Plans, gathering the materials required to write such a plan —
assessing assets and liabilities, valuing properties, and evaluating claims against the SOE,
emphasizing the importance of consistency and accuracy in preparing the Plan itself.

The first four subjects were divided into a series of sessions that were conducted from April to
September 2009. The lectures were structured with explanations of theory combined with examples
and case studies to illustrate the use of the theory, including actual SOE cases from the experience of
the USAID/LTERA project. A total of 73 classes were conducted, one and a half hour each. A final
exam was given so that the students would have an idea of how well they had absorbed the material.
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Students were rewarded for their diligence in a certificate ceremony on September 16, 2009, attended
by officials from USAID and the Ministry of Finance. The Liquidation Plan training took place in
August and September 2009 based on actual Liquidation Plans that were recently completed by
LTERA consultants, emphasizing lessons learned in the process of approval. This training drew
special attention to specific problems that became apparent as the Privatization Program progressed.

Training Program for Members of Parliament

In February 2007, the Ministry of Finance, with support from USAID/LTERA, began a series of
presentations to Parliament. Two presentations were given to the Economic Committee of the Lower
House, and two to the analogous committee of the Upper House. These presentations were followed
by site visits by each of the Committees to several SOEs. This program seems to have been effective,
as Parliament did not amend the President’s Decree No. 103.

However, in 2008, Parliament enacted amendments to the decree. After that decision, USAID/LTERA
again went to Parliament, making three presentations in 20009.

Providing Training at the American University of Afghanistan

USAID/LTERA's Economic Restructuring Team delivered a comprehensive course on management
and business at American University of Afghanistan in the Spring Semester of 2007. The practical but
intensive course of 34 sessions of 1.5 hours each provided an overview of management skills and
offered participants an opportunity to apply business tools through a series of projects, case studies,
presentations and group assignments.

The course presented principles of management in a very straightforward and accessible manner
focusing on developing the skills participants needed to be successful managers and leaders.
Management: Skills and Application, 10" edition. Leslie W. Rue and Lloyd L. Byars was used a text
book for the course.

Samoon Dried Fruit Parcels A and B were sold in January 2008
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MTSE, a former producer of wine and, more recently, medical alcohol, located on Jalalabad

Road in Kabul, was sold in February 2008

Achievements in Developing the Legal Framework for Privatization

The project spent much of its first three years laying the groundwork for a privatization program. In
2005, project lawyers and consultants worked with the president’s office — before Afghanistan had a
parliament -- to produce numerous drafts of an amendment to the Law on State Owned Enterprises
that was first passed in 1991. These amendments would form the basis for privatization. This led to
Presidential Decree No. 103, issued on December 6, 2005. After that, USAID/LTERA worked with
Parliament to gain its support for privatization.

USAID/LTERA, then, supported the development of the legal framework with the following inputs:

= Amendments to SOE (Tasady) Law approved by Cabinet of Ministers in November 2005;

m  |iquidation procedures approved by SOE Evaluation Commission in April 2006;

m  Submitted corporatization procedures to the SOE Evaluation Committee in 2006;

= Developed a comprehensive knowledge base on legal, procedural and registration aspects related
to documentation of SOE land ownership;

= Completed detailed review of availability of SOE land ownership documentation in about 25
different registries/archives for land owned by selected SOEs with headquarters in Kabul:

SOE archives;
AGCHO (cadaster);

Ministry of Agriculture (General Amlak, agriculture SOE Amlak, Kabul Amlak, district
offices);

Line Ministries;

Kabul Municipality (property department, revenue department, expropriation department,
mapping & design department, district offices);

Ministry of Finance (general archive, Kabul Mostafiat);
Engineering Research Enterprise;

Ministry of Mines & Industry (mine survey department);
Supreme Court, Kabul High Court (Makhzan, district offices);
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= Commercial Court, Ministry of Urban Development (public building design archive);
m  Commercial Banks (Pastany Commercial Bank, Export Promotion Bank).

m  Advised the SOE Department on legal issues related to industrial parks, including drafting of
amendments to the Law on Industrial Parks (April/May 2005);

m  Advised the Ministry of Finance on priorities for drafting new commercial legislation;

m  Drafted insurance regulations and translated the same into Dari, and provided training to the
newly established insurance commission in close cooperation with the Asian Development Bank;
and

= Worked to lower land registration taxes, which had been 6% (in addition to 2% municipal fees).

This tax was eliminated by presidential decree in early 2008, but then reinstated by Parliament at
2% on minor transactions and 3% on transactions over one million Afghani.

Three of the Original Eleven SOEs That Were Earmarked to be Privatized in 2007: Hayratan
Technical Services Enterprise in Hayratan, Kamaz 5 Enterprise in Pul-e-Khumri and Samoon
Dried Fruit in Kabul

Achievements in the Privatization of Agricultural Assets

= Divestiture of Afghan Fertilizer & Agro-Services Enterprise approved by Cabinet of Ministers on
May 29, 2006; all Kabul assets were finally sold at auction on October 15, 2008. The Liquidation
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Plan for provincial assets was submitted in July 2009;

m  Assessed the assets and liabilities of Herat Livestock and Slaughterhouse, measured the assumed
boundaries of its large property outside of Herat, and put measures in place to protect it from
squatters;

m  Policy on regulatory matters related to fertilizer and agro chemicals agreed upon with the Minister
of Agriculture;

m  Agreed upon a national policy on food security with the Minister of Agriculture;
m  |dentified about 8,000 hectares of surplus land owned by Improved Seed Enterprise;
m  Developed a scheme for seed production in six regional seed companies throughout the country;

= Contributed significantly to the Agriculture Master Plan with private sector concepts on seed,
agro-inputs and food safety strategies;

®  Advised the Ministry of Agriculture, Animal Husbandry and Food on rural finance to develop
commercial agricultural and horticultural enterprises; and

®m  Provided institutional support to developing a Private Sector Department in the Ministry,
including developing capacity building and action programs.

Social Safety Net for Employees of State Owned Enterprises

The Social Safety Net (SSN) program is an important component of economic restructuring and
privatization. Economic restructuring of SOEs will invariably result in labor retrenchment.

Recognizing the political and social sensitivity of the displacement of SOE employees, a
comprehensive Social Safety Net program was carefully developed, taking into account the local
labor market conditions, the statutory provisions under the Labor Law in Afghanistan and cross-
country experiences. The program includes severance pay, retraining and redeployment components
to provide short-term financial support for workers and their families and also to provide for an
orderly transition from public to private sector employment.

Initially, many workers did not believe that they would actually receive these payments. As the
program gained momentum, employees, most of which were being paid for unproductive jobs, were
very supportive to the program.

Workers of Samoon Dried Fruit, Medical Plant Export and Afghan Fertilizer were the first
employees to receive severance payment from the Afghan Government
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Achievements in Developing and Implementing the Social Safety Net Program

Social Safety Net program for SOE employees approved by the Cabinet of Ministers in November
2005;

Social Safety Net program for SOE employees coordinated with other donors, the Civil Service
Reform Commission and the IMF;

Established a database for about 23,000 SOE employees with information on each employee such
as name, job title, grade/rank, years of service, number of dependents, education, age, salary,
marital status;

Operational guidelines for the implementation of severance payments under the Social Safety Net
program agreed with SOE Department of the Ministry of Finance in June 2006; and

Funding for severance payment and re-training of redundant SOE employees of approximately $2
million included in the national budget for Afghan fiscal year 1385 (2006/07).

As of September 29, 2009, over $1,735,000 had been distributed to 1,380 laid-off SOE
employees.

While the State Owned Banks did not participate in the Social Safety Net program, they offered their
employees a generous severance, consisting of 24 months pay initially, followed by a pension based
on years of service. These payments, unlike SSN, came from the accounts of the former banks
themselves, rather than the Ministry of Finance.

As of September 29, 2009, USAID/LTERA has assisted the Ministry of Finance with

183 radio spots, 125 television spots, and 140 newspaper ads around the country

in support of the privatization program, in addition to the production of brochures
and posters

Poster for Kamaz 9 truck sales and flyer for Agricultural Development Bank's land
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Achievements in Public Outreach for the Privatization Program

Through a sensitivity assessment, seminars and workshops, the project built consensus in 2005 within
the line ministries which led to the adoption of the Privatization Policy and changes to the Law on
State Owned Enterprises.

USAID/LTERA initiated a communications campaign, conducted by 12 line ministries, the
President’s Office and Afghan business organizations, to inform the general public about privatization
and its role in private sector development. It also included privatization as a major part of investment
promotion being done by the Afghanistan Investment Support Agency (AISA) in investment
promotion events in the US, Europe, China, Turkey, Dubai and India.

In close cooperation with AISA, the project worked with the Government and held workshops for
more than 400 domestic investors in major cities around Afghanistan, describing opportunities for
investment in prime properties around the country. In addition, the project held seminars for
journalists to improve the quality and accuracy of reporting on privatization.

As of September 29, 2009, USAID/LTERA has assisted the Ministry of Finance with 183 radio spots,
125 television spots, and 140 newspaper ads around the country in support of the privatization
program, in addition to the production of brochures and posters. This program was launched in 2007
when the first auctions were organized by the Ministry of Finance.

The Involvement of Parliament

The amendments to the Law on State Owned Enterprises were enacted by Presidential Decree No.
103 in December 2005, before Parliament was convened. Parliament spent much of its first two years
ratifying or amending decisions that the President had made. In February 2007, they indicated that
they were reviewing Decree No. 103. USAID/LTERA prepared a presentation for the Minister of
Finance to deliver to the Economic Committee of Parliament. USAID/LTERA supported the Ministry
of Finance in two presentations to the lower house, and two more to the upper house. Consultants also
accompanied delegations from each house on a tour of SOEs.

Parliament did not make a decision regarding the amendments in 2007. However, in September of
2008, Parliament passed amendments to the President’s amendments which were not published in the
Official Gazette as of September 2009. The most important clause of these new amendments was that
Parliament would have to approve Liquidation Proposals. USAID/LTERA was informed of this
legislation in November, as the Privatization Program was preparing to auction several valuable
properties.

Achievements in the Valuation of SOEs’ Assets

As a essential step in the privatization of SOEs, USAID/LTERA completed valuation reports for 44
SOEs, in depth studies (including valuations for six State Owned Banks), and prepared feasibility
studies or restructuring reports for three state owned corporations. In addition, the project:

m  Conducted a preliminary survey of about 700 controlled sites of land owned by SOEs located
throughout Afghanistan;

m  Prepared building survey reports for about 3,500 buildings owned by SOEs located throughout
Afghanistan;

m  Collected land pricing information from about 200 licensed property dealers in Kabul and major
provincial towns;

m  Submitted a report on inventory of Budget Units (Government Commercial Activities organized
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in other legal forms than State Owned Enterprises) to Ministry of Finance and IMF in April 2006;
and

= Developed a valuation method for urban properties based on lease income capitalization. For the
early Liquidation Plans, the project valued buildings based on the Ministry of Urban
Development’s calculations. However, this method used construction values rather than market
values, so buildings in undesirable locations would have the same value as those in central Kabul.
It also valued buildings based on volume, so the silos in Kabul and other provinces were valued as
if they were tall office or residential buildings. The lease income capitalization method essentially
offered a way to establish a market value — where there were lessees — assuming that an investor
would be willing to buy a property for a certain multiplier of the lease payments on the property.

USAID/LTERA introduced new Cadastral Standards for survey maps that were used for land
due diligence of SOEs. Total stations and differential GPS equipment were used to assess
the boundaries of properties.

Below: a property plat of an SOE and staff members conducting a land survey

Four Special Projects
Power Construction Restructuring Plan

The Ministry of Finance submitted a Liquidation Proposal for Power Construction Enterprise (PCE)
in November 2007. It was approved by the Cabinet of Ministers in July 2008, and a Liquidation
Committee was appointed in August 2008. PCE provides services and products for the utilities
industry, and a majority of its revenue comes from Da Afghanistan Brishna Mussessa (Brishna), the
national electric company.

It was decided that the assets, liabilities, employees and other rights and obligations of PCE be
transferred to Brishna. USAID/LTERA created a Restructuring Plan, identifying and valuing the
assets of PCE in Kabul and its branches in Herat, Pul-e-Khumri, and Mazar-i-Sharif. In September
2009, PCE assets, liabilities, employees, and associated rights and obligations were transferred to
Brishna in accordance with the Restructuring Plan. Brishna is the subject of a World Bank project,
and is expected to be restructured as a corporation in the near future.
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Afghan Textile Feasibility Study and Shareholder Due Diligence

Afghan Textile Corporation (ATC) was one of the largest state owned corporations, founded in 1936
with an estimated 2,500 shareholders. Like much of Afghanistan’s industry, it gradually ceased
operations between 1988 and 1997 as its factories were subjected to attacks. Now only a skeleton
operation remains, producing medical gauze and other medical materials. In 2007, USAID/LTERA
was asked to do a feasibility study on the company.

USAID/LTERA consultants produced a study showing that several factors make the resurrection of
ATC impractical: its equipment is so old that it would have to be completely replaced; competition
from neighboring countries (most notably Pakistan and China) is very strong; and the buildings
require extensive repair to be usable. Any one of these factors would discourage a potential investor.
All three of them make the enterprise a prime candidate for liquidation.

At the same time, like many of the state owned entities in Afghanistan, ATC owns large parcels of
land — a total of approximately 4,850 jeribs (almost 10 million square meters). It would be a stimulus
to the economy if most or all of this land could be sold to the private sector.

In 2009, USAID/LTERA assisted the
Ministry of Finance with practical
corporate  governance  programs
including the:

An Annual General Assembly was organized with
USAID/LTERA's support on July 11, 2009 to elect a
new Board of Directors. It was the first in five years

m the organization of a Board of
Directors meeting;

m  The organization of an Annual
General Assembly; and

m  Assistance to the Assembly with
the election of a new Board of
Directors, who could then call an
Extraordinary General Assembly,
which would then vote on the
future of the company.

The first step, the Board meeting, took
place in June 2009, and the second, the
Annual General Assembly, took place
in July (for the first time since 2004).

The Annual General Assembly selected a new Board of Directors (choosing four private shareholders
to replace four of the government representatives on the 11-member board). This new Board is
expected to call an Extraordinary General Assembly after project close-out, at which it is expected
that the shareholders will call for liquidation. The Ministry of Finance holds 65% of the stock,
andsince many shareholders have not been located, ultimately it will be the Ministry that makes the
decision.

With USAID/LTERA's support, the legal foundation has been laid so that the decision can be made
according to the Charter of the corporation.

CAWSS

Central Authority for Water Supply & Sewerage Enterprise (CAWSS), as the supplier of clean water
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to Afghanistan, has received much attention from the international donor community. In 2007, a
working group was appointed to create an income statement and balance sheet for the enterprise.

In August 2008, the Ministry of Finance appointed a Liquidation Committee to carry on the working
group’s activities. USAID/LTERA provided support for the Liquidation Committee.

Since the working group’s materials CAWSS is expanding its capacity to provide clean

were not made available, the water to the Afghan people
Committee began anew, assessing
assets, liabilities and employees.
Despite the difficulties of valuing a
water company — it is hard to know the
value of a pipeline network or a
reservoir in  Afghanistan without
market references — the team finished a
restructuring plan for the Kabul
Department of CAWSS in May 2009.

In a ceremony at the Serena Hotel on
May 30, 2009, the assets, liabilities,
and employees of the Kabul
Department of CAWSS  were
transferred to the Ministry of Finance,
and from the Ministry to a new
corporation, the Afghan Urban Water
Supply & Sanitation Corporation (AUWSSC).

The ceremony was attended by the Minister of Finance, the Minister of Economy, and deputy
ministers of Finance and Housing and Urban Development, as well as representatives from USAID
and the World Bank.

In August 2009, the assets, liabilities, employees and ARl Arianal officiall accompanies USAID!

associated rights and obligations of CAWSS branches in LTERA Director of Privatization
Herat, Parwan, Baghlan, Kunduz, Talogan, and Balkh Component in his inspection of Ariana
were transferred to AUWSSC with the assistance of the facilities and equipment

USAID/LTERA team.
Ariana Afghan Airlines

By request of the Ministry of Finance, USAID/LTERA
analyzed the finances and operations of Ariana Afghan
Airlines in 2007. In the spring of 2009, the Ministry of
Finance asked USAID/LTERA to revisit the analysis.

USAID/LTERA assembled a team of Afghan experts who

assessed assets and liabilities and the operations of the

airline. The team completed an income statement (the first

in four vyears) for fiscal year 1387, and gathered

information for a balance sheet. In addition to the

financial and operational analysis, the assessment analyzed issues involving land due diligence,
organizational structure, and contractual arrangements of the airline.
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APPENDIX IIl: PUBLICATIONS
Land Titling Reports and Plans
Title Date
Cadastral Atlas for South West Kabul (Districts 6 and 13) July 2009
Cadastral Atlas for the Entire City of Kunduz July 2009
Cadastral Atlas for the Entire City of Mazar-i-Sharif July 2009
Cadastral Atlas for the Entire City of Talugan July 2009
A Comparative Evaluation of Urban Planning Norms in India July 2009
and Afghanistan, Afghan Ministry of Urban Development
Guiding Principles and Best Practices Land Acquisition and May 2009
Compensation
Project Completion Report - USAID/LTERA 2004 - 2009 113




[ [ ]
Title Date
Report on the Study Tour to India August 2009
Thematic Papers for the Preparation of Afghanistan's National May 2009
Urban Upgrading Policy
Concept Paper for a Study Tour to India April 2009
Cadastral Atlas for the City of Ghazni February 2009
Land Use and Topography - Kabul Diplomatic District November 2008
Kabul Diplomatic District - Topography - Kabul Diplomatic November 2008
District
Land Use Map for Kabul City - Kabul Diplomatic District December 2008
Ministry of Urban Development - Report on Attendance of November 2008
= Afghan Delegation at World Urban Forum 4 - "Harmonious
Urbanization: The Challenge of Balanced Territorial
Development” Nanjing, China
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Title Date
Ground Control Points Kunduz July 2008
Ground Control Points Kabul July 2008
Ground Control Points Mazar-i-Sharif July 2008
Improving Land Information for Tenure Security - A Report on May 2008

the European Study Tour and National Land Conference

Land Titling and Economic Restructuring in Afghanistan September 2007
(LTERA) - End of Project Report Phase | (2004-2007)

Mission Report to Three Northern Provinces September 2007
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Title Date
Makhzan Rehabilitation Progress Report (In English and Dari) June 2007
Makhzan Rehabilitation Progress Report — Physical June 2007
Infrastructure
o Curriculum - Advanced Training on Land Survey and Mapping April 2007

Tools - Polytechnic University Kabul

Land Policy, Ministry of Agriculture, Ministry of Urban January 2007
Development and Ministry of Finance

Survey and Mapping Work Plan 2007 -2009 January 2007
Report on the Study Tour to Egypt and Lessons Learned on October 2006
Approaches to Informal Settlements, Ministry of Urban
Development
Informal Settlements and Land Tenure Issues - An Assessment August 2006

of Informal Settlements in Kabul City
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Title Date
- Assessment of AGCHO August 2006
Improving Tenure Security with New Legislation: A Study Tour July 2006
Proposal for the Drafting of Tenure Formalization Legislation in
Afghanistan
Assessment of the AMLAK, Ministry of Agriculture May 2006
A Report of Tenure Regularization in District 7 of Kabul City May 2006
Description and Initial Recommendations for Upgrading the April 2005
Property Registration System in Afghanistan
White Paper on Tenure Security and Community Based March 2006
Upgrading in Kabul, Ministry of Urban Development
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Title Date
Proceedings of the Conference on Informal Settlements in March 2006
January 2006, Afghan Ministry of Urban Development
Legal Issues Pertaining to Land Titling and Registration in February 2006
Afghanistan
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Privatization Reports, Manuals, Plans and Technical Documentation
Title Date
USAID/LTERA Monthly Privatization Reports Monthly
Economic Restructuring Manual September 2009
Ariana Airlines Due Diligence Study September 2009
Proposal for Corporatization and Reconstruction of Kabul May 2009
Central Authority for Water Supply and Sewage
Draft Plan for Restructuring and Asset Transfer of Power July 2009
Construction Enterprise to Da Afghanistan Brishna Mussessa
Economic Restructuring Work and Training Plan March 2009
Project Completion Report - USAID/LTERA 2004 - 2009 119




[ [ ]
Title Date
Topograhical Plans of Afghan State-Owned Enterprises February 2009
Afghan Textile Report August 2007
Auction Manual for the SOE Department of the Ministry of May 2007
Finance
USAID/LTERA Posters — SOEs’ Sites Throughout Afghanistan April 2007
Curriculum - Introduction to Business and Management Course January 2007
- American University of Afghanistan
Legislation — Liquidation Procedures May 2006
Legislation — Insurance Regulations in English and Dari May 2006
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Title Date
Report on the Property Transfer Tax Regime in Afghanistan April 2006
Phase 1 Report on Non-SOE Commercial Activities at April 2006

Government Ministries

Newsletter of the Ministry of Finance published with Monthly
USAID/LTERA's support until May 2006

Diagnostic Review of State Owned Licensed and Former Banks September 2005

Diagnostic Review of State Owned Licensed and Former Banks September 2005
— Appendix |

Diagnostic Review of State Owned Licensed and Former Banks September 2005
— Appendix Il
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Liguidation Plans For State-Owned Enterprises and Formerly Licensed Banks

Title Date

Title Date
Liquidation Plan New and Renewable in English and Dari July 2009
Liquidation Plan for the Shareholders of Mortgage and April 2007

Construction Bank

IIIIIIIIIIIIIIIII ) Liquidation Plan Jangalak July 2009
Liquidation Plan Kamaz 6 August 2009
Liquidation Plan Kamaz 9 August 2009
Liquidation Plan Afghan Fertilizer in English and Dari March 2007
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Title Date

Liquidation Plan Medical Plant Export in English and Dari January 2007
Liquidation Plan Samoon Dried Fruit in English and Dari December 2006

Liquidation Plan Spin Ghar in English and Dari August 2008
Liquidation Plan Afghan Industries in English and Dari September 2008
‘ Liquidation Plan Cooperative and Commercial Enterprise in November 2008

- English and Dari
Liquidation Plan Hayratan Technical Enterprise in English and February 2007
Dari
Liquidation Plan Kamaz 5 Enterprise in English and Dari February 2007
123

Project Completion Report - USAID/LTERA 2004 - 2009



[ [ ]
Title Date
Liquidation Plan Medical Technical and Supply Enterprise in March 2007
English and Dari
Liquidation Plan Wool Weaving Enterprise in English and Dari September 2008
Liquidation Plan Rokham Marble in English and Dari February 2009
Liquidation Plan Kamaz 8 in English and Dari April 2007
Liquidation Plan Afghan Advertizing in English and Dari April 2007
Liquidation Plan Agricultural Development Bank in English and June 2008
Dari
Liquidation Plan Industrial Development Bank in English and February 2007
Dari
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Liquidation Proposals For State-Owned Enterprises

Title

Liquidation Proposal Afghan Fertilizer in English and Dari

Date

April 2006

Liquidation Proposal Medical Plant Export in English and Dari April 2006
Liquidation Proposal Samoon Dried Fruit in English and Dari April 2006
Liquidation Proposal Spin Ghar in English and Dari September 2006
Liquidation Proposal Afghan Carpentry in English and Dari January 2007
Liquidation Proposal Afghan Industries in English and Dari January 2007
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Title Date

Liquidation Proposal Cooperative and Commercial Enterprise in January 2007
English and Dari

Liquidation Proposal Hayratan Technical Enterprise in English July 2006
and Dari
Liquidation Proposal Kamaz 5 Enterprise in English and Dari August 2006
Liquidation Proposal Medical Technical and Supply Enterprise July 2006
in English and Dari

Liquidation Proposal Wool Weaving Enterprise in English and July 2006
Dari
Liquidation Proposal Central Transportation Enterprise in November 2007

English and Dari

Liquidation Proposal Herat Slaughterhouse and Livestock November 2007
Enterprise in English and Dari
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Title Date
Liquidation Proposal Kamaz 6 Kandahar in English and Dari November 2007
Liquidation Proposal Kamaz 9 Helmand in English and Dari November 2007
Liquidation Proposal Rokham Marble in English and Dari November 2007
Liquidation Proposal Jangalak in English and Dari September 2006
Liquidation Proposal Kamaz 7 in English and Dari September 2006
Liquidation Proposal Kamaz 8 in English and Dari September 2006
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Title Date
Liquidation Proposal Afghan Advertizing in English and Dari September 2006
Liquidation Proposal New and Renewable Energy in English April 2006
and Dari
Liquidation Proposal Power and Construction in English and November 2007
Dari
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Valuation Reports of State-Owned Enterprises

Title Date

Valuation Report - Afghan Advertizing Enterprise June 2005
Valuation Report - Afghan Carpentry Enterprise September 2005
Valuation Report — Afghan Construction Enterprise September 2005
Valuation Report — Afghan Fertilizer November 2005
Valuation Report — Afghan Industry Enterprise June 2005
Valuation Report — Afghan Tour Enterprise August 2005
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Title Date
Valuation Report — Ariana Printing Enterprise August 2005
Valuation Report — Azadi Printing Enterprise August 2005
Valuation Report — Balkh Textile Enterprise November 2005
Valuation Report — Banaye Construction Enterprise August 2005
Valuation Report — Central Transportation Enterprise December 2005
Valuation Report — Wool Weaving Enterprise June 2005
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Title Date
Valuation Report — Construction Materials Production August 2005
Enterprise
Valuation Report — Cooperative and Commercial Enterprise September 2005
Valuation Report — Education Printing Enterprise August 2005
Valuation Report — Engineering Research Enterprise July 2005
Valuation Report — Exports and Plants Enterprise June 2005
Valuation Report — Fuel and Liquid gas Enterprise September 2005
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Valuation Report — Ghuri Cement Enterprise September 2005
Valuation Report — Hayratan Technical Services Enterprise September 2005
Valuation Report — Hotels Enterprise November 2005
Valuation Report — Housing Construction Enterprise August 2005
Jabel Seraj Cement Enterprise August 2005
Valuation Report — Jangalak Enterprise June 2005
Valuation Report — Kamaz 5 Enterprise August 2005
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Herat Slaughterhouse & Livestock Enterprise August 2005
Kamaz 7 Enterprise August 2005
Valuation Report — Kamaz 8 Enterprise September 2005
Valuation Report - Macrurayan Maintenance Enterprise September 2005
Valuation Report - Medical and Technical Supplies June 2005
Valuation Report — Metal Components Enterprise June 2005
Valuation Report — Millie Bus 2 Enterprise September 2005
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Valuation Report — Millie Bus Enterprise September 2005

Valuation Report — New Energy Enterprise July 2005

Valuation Report — North Coal Enterprise August 2005
Valuation Report — Pharmacy Department Enterprise July 2005

Valuation Report — Power Construction Enterprise August 2005

Valuation Report — Rokham Marble Enterprise August 2005
Valuation Report — Samoon Dried Fruit Enterprise July 2005
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Title Date
Valuation Report — Shir Khan Bandar Enterprise September 2005
Valuation Report — The Slaughterhouse Enterprise June 2005
Valuation Report — Spin Ghar Construction Enterprise September 2005
Valuation Report — Sukuk Printing Enterprise September 2005
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USAID/LTERA Outreach Publications, Products and Progress Reports

Title Date

Video One-minute public service announcement on the registration of September 2009
property in the reorganized Makzhan registration courts
Video Ten-minute documentary on the study tour to India for the September 2009
Afghan Parliament
Video Ten-minute documentary on USAID/LTERA's tenure September 2009
formalization programs for the Ministry of Urban Development
USAID/LTERA Monthly Reports Monthly
USAID/LTERA Three Monthly Progress Indicator Reports Three-Monthly
Land Tenure Brochure July 2009
Community Mobilization Booklet July 2009
A City for All Generations, Ministry of Urban Development October 2008
Promoting Social Equity and Inclusiveness, Ministry of Urban October 2008
Development
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Title Date
Preserving the Historic Roots and Soul of Cities, Ministry of October 2008
Urban Development
Making Cities More Economically Productive and More October 2008
Equitable, Ministry of Urban Development
Promoting Territorial Balance in Urban Development, Ministry of October 2008
Urban Development
Harmonizing the Built and Natural Environment, Ministry of October 2008
Urban Development
Success Story on Afghanistan's National Conference on May 2008
Improving Land Information for Tenure Security in Afghanistan
USAID/LTERA Brochure May 2008
USAID/LTERA Folder April 2008
Banner for Afghanistan's National Conference on Improving April 2008
Land Information for Tenure Security in Afghanistan
Folder for Afghanistan's National Conference on Improving April 2008
Land Information for Tenure Security in Afghanistan
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Title Date
Poster for Afghanistan's National Conference on Improving April 2008
Land Information for Tenure Security in Afghanistan
Fact Sheet on LTERA Achievements October 2007
Banner Featuring LTERA's activities July 2007
Banner Featuring USAID/LTERA's Makzhan Reorganization July 2007
Programs.
Banner Featuring USAID/LTERA's Land Tenure Formalization July 2007
Activities.
USAID/LTERA Folder July 2007
USAID Press Release on Logar Makzhan Opening June 2007
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Title Date
USAID/LTERA Posters — Privatization Activities (in English and May 2007
Dari)
USAID/LTERA Posters — Mapping and GIS Activities (in English May 2007
and Dari)
USAID/LTERA Posters — Land Titling Activities (in English and May 2007
Dari)
USAID/LTERA Posters — Registration Activities (in English and May 2007
Dari)
USAID/LTERA Work Plan Phase Il 2007-2009 March 2007
Factsheet — Introduction to the USAID/LTERA Program April 2006
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Title Date

Before and After — Rehabilitating Land Records April 2006
Case-Study: Creating a Land Information System April 2006
Fact-Sheet on District 7 in Kabul April 2006
First Person — Photographer Maps Villages April 2006
Success Story — Community Improves Land Tenure April 2006

Fact-Sheet Land Titling and Tenure Security February 2006
USAID/LTERA Newsletter — Discontinued After launch of Bi-Monthly

www.ltera.org
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