
Agency for International Development 
Washington, D.C. 20523 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATGR, BUREAU FOR
 

ASIA, NEAR EAST AND EUROPE
 

FROM: 	 ANE/PD, Robert W.- Nachtrieb
 

SUBJECT: 	 MOROCCO -- ANHI Low Income Housing Program (608 HG-003)
 
PP Amendment
 

Action: Your approval is required to increase total
 
Tife-of-project borrowing authority from $10 million to $20
 
million. 	The additional $10 million is expected to be committed
 
in tranches over a three-year period (FY 1990-92). $5 mill1on is
 
available 	for authorization in FY 1990.
 

Discussion: This activity was originally approved in the field

in December 1988. The implementing entity, ANHI, provides its
 
beneficiaries with clear title to land along with 1 ouseplans and
 
on-site construction assistance. Construction of infrastructure
 
for residential services is contracted to the private sector.
 
Through installment payments over a three-year period,
 
beneficiaries are enabled to purchase residential land plots with
 
utilities on a full cost recovery basis. ANHI has been very
 
successful, to date, in achieving its original program goals and
 
has made significant progress in attaining policy objectives.
 

The PRC reviewed the PP Amendment on 10 September 1990 and
 
recommended authorization of an additional $10 million to expand

ANHI activities. The new project (608-HG-003) represents the
 
supplementary HG authority for the ANHI program, and its funding

derives from reprogramming of part of the 608-HG-002 Low Income
 
Housing Project. This supplementary HG authority will enable
 
ANHI to purchase land on commercial terms and increase the number
 
of serviced land plots accessible to below median income
 
families. The supplementary HG program will increase yearly

housing site production by fifty nectares (or approximately 2,000
 
plots), for a total HG-003 program production level of 110
 
hectares (4,500 plots) per year.
 

Issues raised by the Project Review Committee (PRC) focussed on
 
the appropriateness of an already heavily indebted country

acquiring additional international debt and on the adequacy of
 
the PP supplement's economic analysis. It was agreed that the
 
supplemental program should proceed because of tie overall
 
project soundness, subject to an adequate economic analysis.
 
Furthermore, an updated debt risk analysis should be
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undertaken prior to actual borrowing. We subsequently received
 
from 	the Mission an expanded economic analysis, which was
 
reviewed at a meeting on 25 September and found to be
 
satisfactory. A debt risk analysis will also be undertaken
 
before these additional resources are borrowed, which will
 
examine, inter alia, application of the dollars for debt relief
 
and/or short-term debt reduction. The environmental impact will
 
also 	be reviewed by the Mission prior to the borrowing of the
 
additional resources by the Government of Morocco.
 

Poicy The ANHI program is consistent with the Mission's
 
cu::rent CDSS and also serves as a bridge to future Mission
 
strategy as outlined in the CDSS concept paper recently approved
 
by you in State 300930 (ATTACHMENT A). The full cost recovery
 
policy of ANHI and its autonomous status make it a particularly
 
suitable object for AID support in Morocco.
 

Recommendation: That, by signing below and on the attached
 
guidance cable (Attachment B), Authorization Amendment
 
(Attachment C), and PP facesheet (Attachment D), you authorize
 
the $10 million increase in ANHI low income housing program for a
 
total LOP borrowing authority of $20 million.
 

Attachments:
 

A. State 300930 of 6 September 1990
 
B. Guidance Cable
 
C. Project Authorization
 
D. Project Paper [Amendment]
 

Clearances:
 
DAA/ANE:DMerrill
 
ANE/PD:SShah 	 \# 

ANE/PD/MNE:PSMatheson -araftL
 
ANE/MENA:VMolldrem (draft)
 
ANE/MENA:WRiley (draft)

ANE/TR:LReade 	 (draft)
 
ANE/TR:JButtari (draft)
 
ANE/DP:PDavis 	 (draft

PPC/PDPR:RSines
 
PRE/H:JOtterbein dr ft)
 
GC/ANE:HMorris
 
GC/PRE:JPower

SA/AA/ANE:ECheney
 

cc: 	 PPC/PB:JPainter
 
USAID/Rabat
 
ANE/PD/PCS:JBritt
 

[Drafted:ANE/PD/MNE:Dasters/ANE/DP:JButtari:20'Sept 90:doc,.7352d]
 



AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 

ASSISTANT 
ADMINISTRATOR 

GUARANTY AUTHORIZATION
 

PROJECT NO. 608-HG-003
 

PROVIDED FROM: Housing Guaranty Authority
 

FOR: The Government of Morocco
 

Pursuant to the Foreign Assistance Act of 1961, as amended (FAA),
 
and delegations of authority issued thereunder, I hereby authorize
 
the issuance to eligible U.S. Investors (Investors) acceptable to
 
A.I.D. of guaranties pursuant to Section 222 of the FAA of not to
 
exceed Ten Million Dollars (U.S. $10,000,000) in face amount. The
 
guaranties shall assure against losses of One Hundred Percent
 
(100%) of loan investment and interest with respect to loans,
 
including any refinancing thereof, made to finance low income
 
housing in Morocco, including financing of land development
 
activities for low income home sites.
 

These guaranties shall be subjeot to the following terms and
 
conditions:
 

1. FY90 Guaranty Commitment(s): No guaranty commitment(s)
 
hereunder shall be made in Fiscal Year 1990 which exceeds Five
 
Million Dollars (U.S. $5,000,000).
 

2. Term of Guaranty: The loans may extend for a period of
 
up to thirty years (30) from the date of disbursement, and may
 
include a g.ace period of up to ten (10) years on repayment of
 
principal and such other terms and conditions as may be acceptable
 
to A.I.D. The guaranties of the loans shall extend for a period
 
beginning with the disbursements of the loans and shall continue
 
until such time as the loans have been paid in full.
 

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

4. Government of Morocco Guaranty: Prior to the
 
disbursement of any loan amounts pursuant to this Authorization,
 
the Government of Morocco shall provide, in form satisfactory to
 
A.I.D., a full faith and credit guaranty to indemnify A.I.D.
 
against all losses arising by virtue of A.I.D. 's guaranties to the
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Investor or from non-payment of the guaranty fee.
 

5. Fee: The fee of the United States shall be payable in
 
dollars and shall be one-half percent (1/2%) per annum of the
 
outstanding guarantied amount of the loans plus a fixed amount
 
equal to one percent (1%) of the amount of the loans authorized or
 
any part thereof, to be paid as A.I.D. may determine upon
 
disbursement of the loans.
 

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

7. Implementation: Agreements and other documents to be
 
executed in the implementation of this Authorization (including
 
letters of advice) may be signed by the Director of the Office of
 
Housing or by such person delegated or designated by the Director.
 

£IAA~I 
Carol C. Adelman
 

Assistant Administrator
 
Bureau for Asia and the Near East
 

IDate
 

Clearances:
 
DAA/ANE:David Merrill iDDe:
 
ANEE/MENA:Vivikka Moldrem Date: 4 1
 
ANE/PD:Robert Nachtrieb Lj Date: 7,q;

GC/ANE ierbert Morris Date: Z125 

GC/PRE:JPowere:jp:09/25/90:x78235
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APPR: CCA
 

DRAFT: DCM
 
OTHER: DM
 
OTHER:
 
OTHER:
 
OTHER:
UNCLASSIFIED 

OTHER:
 
OTHER:
 

AID/ANE/PD/MENA: DCMASTERS/JBUTTARI
 
20/09/90 EXT.7-906S DOC.7347D
 
AID/AA/ANE:CCADELMAN
 

AID/ANE/PD:PSMATHESON
AID/DAA/ANE:DMERRILL 

AID/ANE/DP:PDAVIS {DRAFT}
AID/ANE/PD:SSHAH {DRAFT} 

AID/PPC/PB:RSINES {DRAFT}
A[D/ANE/DP:JBUTTARI {DRAFT} 

AID/PRE/H:JOTTERBEIN {DRAFT}
AID/ANE/MENA:VMOLDREM {DRAFT} 


IMMEDIATE RABAT
 

AIDAC FOR RHUDO/NENA
 

E.O. 12356: N/A
 

TAGS:
 

LOW INCOME HOUSING {608-4-"O03}
SUBJECT: 	ANHI -
SUPPLEMENT 

REFTEL: 	 {A) RABAT 08807
 
{B} STATE 300930
 

1. SUMMARY: SUBJECT PROJECT PAPER SUPPLEMENT WAS
 
REVIEWED ON 10 SEPTEMBER 1990 AND APPROVED SUBJECT TO
 

CONDITIONS OUTLINED BELOW. THE HG AUTHORIZATION FOR
 

ADDITIONAL DOLLARS 10 MILLION {OVER FY 1990-93) HAS BEEN
 

SIGNED AND WILL BE POUCHED TO MISSION. END SUMMARY
 

2. THE PROJECT REVIEW COMMITTEE MET ON 20/09/90,
 
CHAIRED BY ANE/PD DEPUTY DIRECTOR SATISH SHAH. PRE/H
 

IT WAS NOTED THAT
WAS REPRESENTED BY DAVID OLLINGER. 
PROCEDURES FOR HG BORROWING UNDER THE CURRENT AUTHORITY 
HAVE BEEN SUCCESSFULLY NEGOTIATED WITH GOM, INCLUDING 
THE ARRANGEMENTS FOR COVERING FOREIGN EXCHANGE RISK 
THROUGH AN INTERMEDIATION FEE. AT A FURTHER MEETING ON 
25/09/90 	 COMMITTEE REVIEWED AtD FOUND SATISFACTORY THE 
EXPANDED 	ECONOMIC ANALYSIS FAXED BY THE MISSION.
 

THE ROLE 	OF ANHI IS SIMILAR TO
3. LAND DEVELOPMENT: 


UNCLASSIFIED
 

:OF185 {GL} 
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THAT OF A PRIVATE LAND DEVELOPER AND THE PROJECT SHOULD
 
TAKE STEPS TO ENCOURAGE GREATER PRIVATE SECTOR
 
INVOLVEMENT. IT WAS NOTED THAT ANHI WILL ACQUIRE LAND
 
ON A COMMERCIAL BASIS AND INFRASTRUCTURE DEVELOPMENT
 
WILL BE CONTRACTED WITH THE PRIVATE SECTOR. ANHI
 
DEMONSTRATION ACTIVITIES SHOULD ALSO ENCOURAGE MARKET
 
ENTRY OF OTHER PRIVATE DEVELOPERS. THIS WILL HELP REDUCE
 
THE CURRENT HOUSING DEFICIT ESTIMATED AT 700,000 UNITS.
 

4. DEBT RISK: IT WAS NOTED THAT MORE THAN 45 PERCENT
 
OF MOROCCO'S FOREIGN EXCHANGE EARNINGS ARE PRESENTLY
 
USED TO SERVTCE EXISTING DEBT. ACTUAL BORROWING WILL BE
 
CONDITIONAL ON AN UPDATED DEBT RISK ANALYSIS BEING
 
CONDUCTED BY THE MISSION WHICH INDICATES SATISFACTORY
 
RESULTS. THE LETTER OF ADVICE SHALL REFLECT SUCH
 
CONDITIONALITY. THIS UPDATE SHOULD INCLUDE AS A MINIMUM
 
AN ANALYSIS OF COMMERCIAL BANK {U.S. IF POSSIBLE,}
 
DOLLAR LENDING POLICY APPLICABLE TO THE MOROCCAN
 
GOVERNMENT FOR UNGUARANTEED 30-YEAR DEBT. OTHER
 
STANDARD OPERATING PROCEDURES SHOULD BE FOLLOWED IN THIS
 
UPDATE. IF THERE IS VARIANCE BETWEEN THE COMMERCIAL
 
BANK LENDING POSITION AND OUR OWN ANALYSIS, THERE NEEDS
 
TO BE A WELL DOCUMENTED PRESENTATION OF OUR POSITION.
 
IN LIGHT OF MOROCCO'S DEBT PROFILE AND BURDEN, FOR
 
EXAMPLE, IT MAY BE MORE ADVANTAGEOUS TO DELAY BORROWING
 
OR USE THE DOLLARS FOR {AAA} DEBT BUYBACK AT A DISCOUNT;
 
{BBB} FACILITATE THE EXCHANGE OF EXISTING DEBT AT A
 
DISCOUNT FOR NEW COLLATERALIZED BONDS {SECURED BY THE HG
 
DOLLARS} AND/OR FACILITATE THE EXCHANGE OF THE EXISTING
 
DEBT FOR NEW BONDS AT PAR VALUE WITH REDUCED INTEREST
 
RATES {GUARANTEED BY THE HG DOLLARS); AND {CCC} RETIRE
 
HIGHER COST SHORT-TERM DEBT. THUS THE POTENTIAL FOR
 
DEBT REDUCTION AND THE TIMING AND RESTRUCTURING OF DEBT
 
SHOULD BE CAREFULLY CONSIDERED BY THE GOM AND THE
 
MISSION AT THE TIME OF BORROWING AND SHOULD BE FULLY
 
CONSISTENT WITH IMF GUIDELINES.
 

S. ECONOMIC ANALYSIS: AT MEETING ON 25 SEPTEMBER WE
 
REVIEWED AND FOUND SATISFACTORY THE EXPANDED ECONOMIC
 
ANALYSIS RECENTLY FAXED BY THE MISSION, WHICH INCLUDES A
 
MORE RIGOROUS ANALYSIS OF COSTS AND BENEFITS OF ANHI
 
LAND DEVELOPMENT ACTIVITIES, IN TERMS OF ECONOMIC PRICES
 
AND INTERNAL ECONOMIC RATE OF RETURN. THIS SHALL BE
 
ANNEXED TO THE PP SUPPLEMENT.
 

6. ENVIRONMENT: PRIOR TO SIGNING THE IMPLEMENTATION
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AGREEMENT, RHUDO SHOULD PROVIDE INFORMATION ON HOW
 
INITIAL ENVIRONMENTAL TA TO ANHI HAS AFFECTED THE HG
 
PROGRAM, INCLUDING EXAMPLES OF WHERE HG HAS STIMULATED
 
PROVISION OF INFRASTRUCTURE {E.G. SEWERS AND SEWAGE
 
TREATMENT}. CAN MISSION CONFIRM THAT HG PROGRAM HAS NOT
 
CREATED ANY NEGATIVE ENVIRONMENTAL IMPACT? IS
 
ADDITIONAL ENVIRONMENTAL TA FOR ANHI ADEQUATE FOR
 
INDENTIFYING OPPORTUNITIES FOR CROSS-SUBSIDIZING
 
ESSENTIAL MUNICIPAL INFRASTRUTURE?
 

7. BENEFICIARIES: PLEASE PROVIDE FOR INCLUSION IN
 
FINAL PRINTED PP SUPPLEMENT A LIFE OF HG PROGRAM
 
ESTIMATE OF THE NUMBER OF BENEFICIARIES REACHED, I.E.,
 
NUMBER OF SERVICED PLOTS TURNED OVER TO BELOW MEDIAN
 
INCOME FAMILIES ON A CUMULATIVE BASIS. YY
 

UNCLASSIFIED
 
OF 185 {GL}
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ADDITIONAL CLEARANCES:
 

AID/GC/PRE:JPOWER {DRAFT}
 
AID/ANE/MENA:WRILEY {DRAFT}
 
AID/ANE/TR:LREADE {DRAFT)
 

UNCLASSIFIED
 
OF 185 {6L}
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USAID/MOROCCO FAX
 
AGENCY FOR INTRNATIONAL DEVELOPMENT
 

|' XNO. 212.76-70.-o IJ(VFO:.......
FrmU.l add refix o1n
 

TO: PAT ATHIESOX_ 
 DATE: 9/25/90
 

TITLE/ORGANIZATION: AE/PD
 

FAX NO. 202-647-4958
O.A.ION. TEL. NO.-- 202-647-9065202-6N.-D0C.
 
LOCATION: UATN~rn 'O. ,C.- _, IN ADDITIO' rO THIS PAGE, . PAGES 

MESSAGE
 

SUBJECT: 
 ECONOMIC RATE OF RETURN t'OR THE 608-HG-003 PPS
 

COMMENTS: 
 Please confirm receipt 6f documen.c Thank you.
 

77-

FROM- HAR iNQz HD.0 

U.S, MAILING ADDRESS INTERNAT'L MAILING ADDRESSUSAID/MOROCCO 137, AVE, ALLAL BEN ABDELLAHAPO NEW YORK 09284-5000 B.P. 120 
RABAT, MOROCCO 
TEL. (011) 212-76-22.65 

,TRANSM)10NDATA 

RF SENT: ,_

ACULEAR.TH-' n:' - !
" " OEFF:: ..' ' - - -".-. ''_ .. 

RECEIVD .. SIGN

..... .. 6/9/90 

http:212-76-22.65
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ANHI LOW INCa4 HOUSING PROGPAM608-HG-003 Project Paper Supplement
 

1.Financial Rabat of Return
 
The financial costs and benefits !streamof the project are given inthe
detailed project cash flow tables!found inthe Annex to the PPS. 
 These costs
and benefits are exclusive of thei proceeds of the HG loan and the resulting
debt service. The financial inteirnal rate of return is23.5%.
 

2.Economic Rate of Return
 

a.Costs
 

The breakdown of ANHI costs can W summarized as follows:
 
ANHI's fees are 10% of the total 6ost, of which 41 istaxes.
 
Land is35% of the total cost, of which 5%are sales fees and 5%are transfer
 
taxes.
 

Works and Infrastructure is55% o#the total cost, of which studies are 5%;
profits are 10%; taxes are 10%; labor is25%; and other inputs are 50%;
"Other inputs" are mainly cement, :water supply equipment, electrical cables
and other electrical equipment, fael, quarry materials (gravelsand), and
asphalt. 
 Itisestimated that 501 of the cost of these inputs correspond to
imports.
 

None of the costs above are subsidized. All the materials used are readily
available at market rates, as indikcated.
vacant land. The land used by ANHI ismostly
Although no productibn isforegone by using this land for
housing, we can assume that itca 
be used for oth3- purposes such as a green
space of stadium whose benefits ar 
equal to the price paid for land. This
price isth1.
market price.
 

b. Benefits
 

The benefits of the project are maInly the prices beneficiaries pay for
serviced land. 
There isan active: real estate market inMorocco, and itcan
be assumed that the price people ate willing to pay for land includes both
social and economic benefits.
 
The benefits occur when the works are completed and individual serviced plots
are turned over to individual low income buyers.

AR11I Lu Itwill take two years fnr.uiplete 
 works on the tlrst 50 hectares; thus, the benefit stream
begins inyear 3.
 

c.Price Adjustments for the EconoMic Analysis
 
As unemployement ishigh among the unskilled inurban area, labor isshadow
priced at 90% of the market rate. 
A shadow price for foreign currency of 110%
isalso used. 
Taxes are excluded from costs and, inthe economic analysis,
all benefits and costs are kept inconstant dirham terms.
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Based on the above, the econom*iestimted internalat 301. The analysis is su rate of return o,arid in Table 1. the P gpace. t heIn the absencee of t e Proposedp o se , -'place. progrard,They would have clandestinto be settlemnt oregion indicates that the cost sttne sereabout four tms grados u " Illegal settlements Isthe land before the illegal
settle mients take place. 
 t 0 se v c n th la d b f r t
e i l ta
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