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MOROCCO

COMPLIANCE RATINGS

Fiscal transparency 2006 2005 2004 2003
Clarity of roles coee coee oo coe
Availability of information soee oo coe coo
Budget preparation oo coe ooo coo
Accountability oee coe voo S
Score 3.50 3.25 3.00 3.00

OUTLOOK & COMMENTARY

In line with government efforts to provide increasingly transparent information on fiscal
policy, the 2007 Finance Law has been presented to parliament accompanied by a number of
specific reports that include detailed information on fiscal expenditures, public enterprises and
Special Treasury Accounts.

Preliminary work has also been conducted this year by the Ministry of Finance and the
General Treasury of the Kingdom (Trésorerie Générale du Royaume) to prepare a consolidated
budget that includes information on the central administration, local authorities, public
enterprises and Special Treasury Accounts.

The medium-term expenditure programme (Cadre de Dépenses a Moyen Terme), prepared by the
government with assistance from the World Bank, is expected to be strictly linked to the
Finance Law starting from 2008. A rolling three-year expenditure framework for 2007-09 has
already been prepared this year and is expected to be piloted in the Ministry of Finance and
five line ministries.
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EXECUTIVE SUMMARY

3.50 Enacted

The Ministry of Finance (MoF) is making continucefforts to improve transparency of fiscal inforroati Since
2005, a number of reports -- including one on SgleTreasury Accounts and one on public enterpresed
establishments -- have been accompanying the amahce Law presented to parliament by the MoF lzange
been posted on the ministry’s website. This ydaseé reports include more detailed information tina2005, and
the government publicised them further by distiigita CD containing the 2007 Finance Law and the
accompanying reports to the press, embassies rdational organisations in Morocco.

As shown in this year’s report on Special Treashcgounts, their number has significantly decreasiade 2002.
Starting from 2007, the government will preparecasolidated budget that includes information on ¢ketral

administration, local authorities, public enterpasand Special Treasury Accounts. This work iadpednducted by
the Ministry of Finance and the General TreasurthefKingdom Trésorerie Générale du Royaume)

With assistance from the World Bank, the governniexst prepared a medium-term expenditure progrardadré
de Dépenses a Moyen Tedmwhich is expected to be strictly linked to thedhce Law starting from 2008. A
rolling three-year medium-term expenditure framdwimr 2007-09 has been prepared during 2006 aedpscted
to be piloted in the MoF and five line ministries.

The 2007 Finance Law includes a reform projecidoal finances -- prepared jointly by the Ministif/Finance and
the Ministry of Interior -- which aims at reducitige duplication of roles played by the two minisstti A proposed
reform of local taxation systems aims at simplifyiand rationalising revenue collection at the lolealel by

removing nine local taxes and grouping other targaries together. Further simplification of tagifdation is also
expected following entry into force of a Generak Tzode in 2007.

While there are no legal requirements for the Mokeport to parliament during the year, the Ministf Finance
began doing so last year and has continued to doisgear to explain orientations for the 2007aFice Law to the
legislature. In addition, the Accounts Chamber pred a report on public expenditures carried ol2d@5. This
was published for the first time in September 2006.

A law explicitly establishing responsibility for eéhcollection, processing and dissemination of &tia has been
prepared and is expected to be approved in the shron. This year, the Directorate of Statisties lshown an
increased willingness to communicate fiscal infdiiora to the public and the press, for example tghothe

organisation, in November 2006, of an open-dodissizs day to explain to the audience the methogiplused for
compiling data.

Morocco’s overall rating has improved from 3.23B05 to 3.50.
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1. CLARITY OF ROLES, RESPONSIBILITIES, AND OBJECTIVES

eeee Compliance in progress

The government sector should be distinguished from the rest of the public sector and from
the rest of the economy, and policy and management roles within the public sector should
be clear and publicly disclosed.

Structur e, functions, and responsibilities of gover nment

Morocco’s administration comprises the central gomeent, 16 state governmentwilaya), 49 provinces, 12
prefectures (eight of which are urban), and ovB0Q,commune$. State governorsaali) constitute an intermediate
level of administration with control over severabpinces. While prefectures tend to be the urlsthidivisions,
provinces are more agricultural. The constitutitaarly sets the government apart from the prigetgor.

Coordination and management of budgetary activities

The Ministry of Finance and Privatisation (MoF) rissponsible for drafting the annual Finance Law.et de
finances- and executing it through its various departreenthe roles and responsibilities of the MoF aaitkd
in the 1978 Decree on the Organisation of the MaRyell as on the MoF’s webste.

The respective roles of the Ministry of the Interidlol) and the MoF with regard to local governménances have
in the past not been clearly defined. For exampléle the Mol was the main institution in chargdacal budgets
at the commune level, the MoF also played a roldadéir approval. In addition, local governmentroaving could
only be included in the local budget once it hatkieed approval from both the MoF and MdHowever, a reform
project for local finances -- which has been pregdgointly by the MoF and the Mol and has beengmesd with the
draft Finance Law for 2007 -- aims at reducing theplication of roles played by the two ministri&ghile the
project eliminates the oversight role played by M@ Budget Directorate on local finances, the Gané&reasury
of the Kingdom Trésorerie Générale du Royaunwell still be charged with supervising local budgsecutior

Relations between gover nment and public sector agencies

Although the division of roles and responsibilitesoss government is formally clear, the broadh&dremit of the
MoF under the law has in the past left some roomafobiguity, particularly with regard to monetaexchange rate,
financial and credit policy. However, a new Bamkinaw and the new Statutes of Bank Al-Maghrib (BANYe
central bank, both came into force in February 2806 have helped to clarify the roles of the cérftaak and the
MoF, asserting the principle of central bank indefence. The new Statutes of BAM forbid lending to the
government.

The MoF publishes a report on public enterprisas establishments, tHeapport sur le secteur des établissements
et entreprises publices an annex to its annual budget, as well asatrep autonomously managed public services
under particular ministries, which are also knovenSarvices de I'Etat Gérés de Maniére AutonagiBEGMA).
These reports describe the mission and activitfepublic enterprises and SEGMASs, as well as theiddetary
impact, and are also available on the website ®@fMloF. They are presented separately from thergkbedget,
because they are partly financed from revenuesrgtateby the services they provide to the public.
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The Finance Law also covers numerous funds calfgetid@l Treasury Accounts €omptes Spéciaux du Trésor
(CST) -- that earmark funds from a variety of sesrdor specific uses (examples include the Fundttier
Development of Agriculture, the National Fund ftietDevelopment of Sport, and the Special Road Funil)
number of independent observers have in the pgsliginted the opacity of these funds, but the MsFmiaking
efforts to make information about CSTs more trarespa A public report on the CSTs was publishedtle first
time in 2005 as an annex to the Finance Law, ae@@06 report includes significantly more detailgfdrmation on
the structure and resources of CSTs. The numb&Sdfs decreased from 132 in 2002 to 98 in 2005 aribtin
2006, the latest due to the closure of six CSTsthadmerging of another 16. Of the 79 remainingf €St1 are
directly managed by the MdfF.

In 2005, a Royal Speeciiscours Roydl inaugurated the INDH (National Initiative for Ham Development),
whose functioning mechanisms are very transpargpecific manuals for each development programri@died in
the INDH regulate execution of their respectiveenditures, and information is also available onIMigH website.
Around 60% of INDH expenditures are financed thifotige state budget, but CSTs also contribute tactsts of
this programmé.

Government involvement in the private sector

Since 1993, Morocco has been executing an ambipovatisation programme of public sector entegsjswhich
has so far transferred 45 companies and 26 hatasprivate hand$. In many instances, the government has
retained a stake in primarily private comparifesn its role of overseeing the privatisation obpia enterprises, the
MoF is tasked with elaborating and proposing gdreoséicy for reforming and restructuring the pubsector, and
opening it to private investment. The MoF is alsgponsible for advising on the sale of public gnises.

The activities, performance and fiscal impact oblguenterprises are described in Rapport sur le secteur des
établissements et entreprises publishich gives detailed information on government &dibs and investment.
However, there is little attempt to identify or quify the scale of quasi-fiscal activities eitharthe Rapportor in
other elements of the budget documentation.

Thereshould be a clear legal and administrative framework for fiscal management.

The MoF consists of 14 departments or directoratesging from Treasury and Budget, to PrivatisatiGnstoms
and Duties, and Public Institutions and Participati The responsibilities and organisational stmectof each
department are clearly set out and are publiclyialvie '*

Following the decentralisation of various MoF optienas carried out as part of the ministrgsrategic Action Plan
for 2001-2004,monitoring of local government expenditures hasobge more efficient. The World Bank has
assisted the government during the preparation miedium-term expenditure programn@afire de Dépenses a
Moyen Terme- CDMT), which is expected to be strictly linkéal the Finance Law annually proposed by the MoF
starting from 2008. In 2006, an inter-minister@@mmittee composed of MoF and line ministry repnésives
prepared a rolling three-year CDMT for 2007-09, athis expected to be piloted in the MoF and five Iministries
(health, education, habitat, basic equipment aadsport, and territorial planning) starting fromxhgear. The
World Bank helped develop a methodological guideGBMT preparation and execution, which is expedtetie
circulated among ministries so&n.

Since 2002, the government has also been movingrtsaa form of results-based performance budgetatigd
Globalisation des créditghat involves restructuring budget categories ating to programmes, developing
objectives and indicators for each programme, dlwveng greater flexibility in the way ministriespend their
budget allocation® At the end of 2006, twenty ministries, accountfog around 60% of the investment budget,
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have begun to develop performance indicators. ¥aluation of this experience is expected to be ootedl in
2007

L egal framework for budgetary activities

The guidelines and procedures for the budget Fmdrmav are defined in the 1998 Organic Law, its sgoent
amendments, and other laWs These stipulate that the Finance Law be appraveuially by parliament, and that
only supplementary budgetary laws be used to arteshating the course of the year. Contingency pthoes are
specified in case the Finance Law is not passedr®dehe end of the calendar year, in which casegtivernment
passes a decree which releases credit for the s@gdsinctioning of public services, and allows tfseernment to
submit new budget proposals to parliament.

During a fiscal year, if deficits arise due to umfgeen expenditures or a shortfall in revenuesgélvernment must
pass an amendment to the budget through parliameritoi de finances rectificative In the event of exceptional
circumstances, such as natural disasters, exeaitiocusstoms and tariff measures or salary adjustsnéime MoF can
execute certain non-budgeted expenditures by dewidigout prior approval of parliament. Howevenl very
rarely does the MoF resort to this provision, argemditures approved by decree have to be ratifiedarliament,
after their execution, during the following parliamary session. This was the case in 2004, for pkarafter the
earthquake in Al Hoceina, or when the governmenidgel to assist rural areas following severe dreaffh

Numerous laws and decrees are published on the Welbsite, where a significant amount of informatisn
increasingly being made available to the publice&jmes, reports, procurement information, fiscédrnes and

macroeconomic statistics, as well as the draftiéiad.aw for 2007, are available on the MoF web¥gite.

L egal framework for taxation

The MoF’s Tax Department administers taxes andedutiThe department disseminates extensive infaman the
tax system, including explanations of differentesxinformation on tax concessions for various aecof the
economy, guidance notes for taxpayers, and tax.laWwaxes have a clear basis in law. A number tdvemnt
legislative documents and procedures are eitheodeped or described on the MoF’s websfte.

Commentators have in the past pointed out thatldleal tax system would benefit from simplificaticand

streamlining, due to the proliferation of local¢axhat are a burden to administer yet yield redétismall revenues.
The Finance Law for 2007 contains a proposed refofrfocal taxation systems, aimed at simplifyingyarue

collection at the local level as one of the govegntrsteps towards increased decentralisation. &foemn project
aims at rationalising taxation by removing ninedbtaxes and grouping other tax categories. Thermehlso aims
to promote investment by replacing the urban aridmaax with a single professional t&x.

Local government financing largely relies on taxemreue transfers from the central government. Tiseiloution of
these resources to provinces and prefectures, khsasvéo urban and rural municipalities, is basedctear rules
regarding the fiscal potential and fiscal efforteaich local authorit§’

The Finance Law 2006 provided for a number of kegall reforms. Progress has been made towardsohisimg

the VAT, with a reduction of rates for some constian work, an increase from 7% to 10% for somaefiicial

operations, and increases ranging from 7% to 20%dme operations, such as those related to thenahtottery.

A General Tax Code aimed at simplifying and harreimgj tax legislation has been approved by the Idveeise of
Parliament -- theChambre des Représentantsand is expected to come into force in 2007.e Tdx rate for the
highest income brackets has been reduced from 4482% in 2006, and an additional income bracke&a®000 to
120,000 dirhams to be taxed at 40% has been createdder to favour the middle class. In addititim annual
exempted income has been raised from 20,000 t@@4}Bhams’
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Ethical standardsfor public servants

The General Statute on Public Office regulatesdtmieduct of civil servants and the public administra The
regulations of this statute are formulated by thieisry for the Modernisation of the Public Sec{MMSP)? A

Law modifying this Statute came into force in Sepber 2006 and focuses on establishing meritocretria in the
process of recruiting and promoting officials. Sfieally, it provides for performance assessmeotevaluate,
among others, work quality and management cap&tiylaw governing the responsibilities of fiscal efitors,
inspectors and public accountants was adopted in 2082, and effective control of the fiscal procéss been
further enhanced by the January 2003 law on fiscadictions®*
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2. PUBLIC AVAILABILITY OF INFORMATION

eeoe Compliance in progress

The public should be provided with full information on the past, current, and projected
fiscal activity of gover nment.

Central government operations

Morocco subscribed to the IMF Special Data Dissatim Standards (SDDS) on 15 December 2005 and was
praised by the IMF for its efforts conducted tovgetthieving international data standarftdsThere is also a strong
push from within the government -- in particullg Direction de la Statistique to conform to international data
standardg®

The principal vehicles for disseminating information the government’s fiscal activity are the amrmadget
documentation (the Budget Presentation Note and-th@nce Law, with annexure) and periodic repamenfthe
MoF. The annual Finance Laws for the previous@mdent years are available from the Budget Depamtrand the
Ministry’s website. In addition, this year, the MbBs provided the press, international organisataond embassies
in Morocco with a CD containing the Finance Law 2007 and all its accompanying repdtts.

The MoF’s regular publication is itdote de Conjoncturevhich is published monthly on its website. Palfilhance
and debt data are provided with thNete?® The Table of Treasury Expenditure and Revenu€harges et
Ressources du Trésor that is published with thBlote and compiled by the Directorate of Treasury anteial
Financing (DTFE) is the MoF’s principal source t#tsstics on public finances.

The Budget Presentation Note sets out the econguuitical and social objectives of the governmdnidgeted
expenditure and revenues, and action programmespgific ministries. In addition, the Finance Laantains an
Economic and Financial Repothat examines the national and international mamnoemic environment, the
competitiveness of the national economy, and timarke Law in this context. Since 2005, annexedhéoRinance
Law, are also reports on fiscal expenditures, puititerprises, SEGMAs and CSTs.

Up to now, the budget documentation has providedexyear forecast for the principal macroeconomdtcators
and main budget aggregates. However, starting 2668 -- and with the newly-prepared CDMT -- budgefll
include three-year macroeconomic forecasts, thatlitéding longer-term budgetary planning and assents of
fiscal sustainability.

With regard to information on tax receipts, a numbg&independent observers have mentioned the farethe
publication of a more detailed breakdown of taxemes by segments. Currently, information on tsenues is
only provided for broad categories of tax (thainspme tax, VAT and corporate tax).

According to some commentators, trade statistitsno§how very different information about the sanuicators,
perhaps due to methodological discrepancies ingerfrindicator definitions and data calculation addition,
these statistics are available with a lag of 6-8kseand continue to be updated even at a lateg Stag
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Public sector operations

The MoF's reports and budget documentation probiglsic aggregate fiscal data on central governmgertations,
as well as certain information on extra-budgetattiviies, such as interventions of internationavelopment
partners, including the World Bank, the UNDP anel ¥orld Food Programme. The central governmenbats
contain annual data collected by the DTFE on thiwities of the social security and pension agesicie

The Hassan Il Fund was removed from the centrabbuih 2002 and transformed into a Public Induktizd

Commercial Establishment. Detailed informationtbis fund is provided in the latest Report on RuBlnterprises
and Establishments, which has become increasiragparent this year. Nonetheless, some commesfatothat,

although this fund’s purpose is laudable, it wonédmore transparent if it were subject to the admif the Chamber
of Accounts®

The budget documentation provides aggregate dodatiem for the three years prior to the currentdisyear, and
as of 2008, following the preparation of the CDMiTwill provide information for the years followinthe current
budget. While consolidated budget data for theegangovernment were lacking in the past, the MoB the
General Treasury of the Kingdormrésorerie Générale du Royaunteggve conducted some work on the preparation
of a consolidated budget that would include infaioraon both the central administration and loagharities. The
IMF is currently reviewing this work, which is liketo lead to the preparation of a consolidateddatichext year.
Since January 2006, the budget includes a regidinaénsion. The SDDS website already shows the teituaf
consolidated public finances, including annual infation on the central government, local authasjti8pecial
Treasury Accounts and public enterprises. Thésorerie Générale du Royaumew compiles aggregates on local
government activities, which are made public withsignificant delays. However, these data are mdtided in the
MoF’s regular publication, th&lote de Conjoncture Plans are in place for comprehensive generatrgonent
statistics®*

Nowhere in the budget documentation is there aemstant identifying and quantifying contingent lidtigls, tax
expenditures and quasi-fiscal activittsCommentators have highlighted the need to furémeend the 1998
Organic Law in order to enhance transparency byiging a clear legal framework to share budgetafgrmation
with the public®

A commitment should be madeto the timely publication of fiscal information.

Debt reporting

Summary monthly data for domestic and externalipud#bt accompany thidote de Conjoncturand are published
on the MoF website. The MoF publishes annual datdne budget and the Finance Law, as well as atifip
annual debt reports. The latest reports on intexna external debt were published in February 2806 include a
glossary to allow for better public understandirfgpoesented information. They also include an amation of
discrepancies between projected and actual dest ddte Treasury Directorate of the MoF also orgesian annual
conference on public debt every Febru#{rithe Bank Al-Maghrib regularly publishes debt datathe monthly
Monetary Statisticand in itsQuarterly Bulletin®

Advancerelease calendars

In compliance with SDDS requirements, Morocco reésaa dissemination calendar of fiscal data andseszdor
indicators. Key macroeconomic data are releasedegtlar intervals in theNote de Conjoncturewithin
approximately two months of the reference month.law explicitly establishing responsibility for trellection,
processing and dissemination of statistics has h@epared and is in the process of adoption. Amessed
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willingness to communicate fiscal information te thublic and the press was evident with the holdihgn open-
door statistics day in November 2006 at the Dinet® of Statistics to explain the methodology usedompiling

data®®
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3. OPEN BUDGET PREPARATION, EXECUTION, AND REPORTING

oo Enacted
Fiscal policy objectives, macroeconomic framework, and risks

Fiscal policy objectives

The objectives of fiscal policy are clearly laidtdan connection with the presentation of the Firmh@aw. The
government sets out its goals for key macroeconoraitables and more general policy targets. Theeatly
unstable fiscal situation is associated with the efhprivatisation and the dismantling of tarifflr example, a free-
trade agreement with the United States signed ircMa004 only came into force in January 2006, tduthe time
needed to adjust property rights regulations topgwith international standards.

Fiscal risks

The MoF is considering creating a specific direaterfor undertaking assessments of projectionssigeity to

changes in economic variables. A number of insémis to measure the impact of different variablastiwe
economy are already in place, such as the mechaaiisiad at measuring the impact and relative fisisids of
changing oil prices. While these instruments arst explicitly described in the budget, they areduse prepare
information contained in the annual Finance LAw.

In 2004, the World Bank recommended a programmiewer expenditure on public sector salaries throaghy
retirements, a net hiring freeze and the termimatibcertain job functions. This programme anceoibrojects were
part of an accord signed between the World BankMaotbcco worth 100 million US dollars to help impeothe
management of public resources and the credilifiyovernment expenditur&. The target is to lower the wage bill
by about two percentage points of GDP by 2809t the end of 2005, 38,600 officers had left thedsitions,
already lowering the wage bill by half a percentpgat. In 2007, the wage bill is expected to actdar 11.8% of
GDP, also taking into account the salary increémesertain categories of public officialS.

While some commentators have recognised the suafefss programme in reducing wage costs, othergeh
highlighted the human cost in terms of the losthefquality and experience of the civil servant®whe now taking
early retirement -- including doctors and teacheras well as the additional burden to be finanbgdhe already
weak social security fun@aisse Marocaine des Retraite8MR).**

Reliance on revenues from privatisation has beeeraistent risk factor in the MoF’s fiscal projects. While
considerable privatisation flows have allowed Mawcto finance its deficits in the past without parfar

difficulties -- despite the fact that 50% of prilgation receipts are earmarked for the HassanrntFuthe decline of
potential sources of privatisation proceeds reguine acceleration of the government fiscal conatbd efforts to
finance the level of public debt, which remainshiig

Fiscal sustainability

The informal economy is large in Morocco. Accoglio commentators, bringing these illegal industaeder the
umbrella of the state would require a technicalfficilt and politically explosive solution. Howey, by doing so,
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the government would increase tax revenue, an @reancern cited in the budget for 2006. Alsogéprivate
sector firms have lobbied hard for the governmentake a stronger stance on the issue, as thegoanetimes
forced to compete with black market operations.

The IMF noted that the overall balances of the obidated general government operations and theigabttor are
not systematically monitored; as such the mainciigir for the fiscal position remains the overalldmce of the
central government.

Budget presentation

The Finance Law for the new budget and its accoripgrreports must be presented to parliament &t [é@ days
before the end of the current fiscal year, whiclregponds to the calendar year. The budgeteisepted in a pre-
arranged format, split by administrative, econoand functional levels of government, and budgetaapagement.
Budget data are reported on a gross basis. Afiigni effort has been made by the governmentyids to improve
presentation of the Finance Law, with very detaitédrmation on budget revenues and expendittires.

Data reporting

Changes in the government’s fiscal position areileey reported in the monthifote de Conjoncture A Table of
Treasury Expenditures and Revenue€harges et Ressources du Trésois-provided with theNote which details
actual monthly revenues and expenditures as wdihascing needs. Actual amounts are contrastél idgeted
amounts at the end of the year.

The government is making an effort to reduce thiaydén the approval of the Budget Execution Lakwi(de
Réeglement In 2005, this law was approved for the peri®@®9-2000, and in November 2006 parliament approved
the law for the second semester of 2000 and 2002-20he law for 2003 has been prepared and isctaqp¢o be
approved sooff:

Budget execution and monitoring

Internal control

Procedures for budget execution and monitoringsat@ut in a number of laws, in particular the Lfawthe Control
of Expenditure Commitments and its subsequent aments?® Various departments and other institutions previd
pre- and post-budget execution monitoring. The ldpenditure Commitment Inspection OfficeLe Contrdle
Générale des Engagements de Dépenses de (EER) -- is the principal body charged with a primonitoring of
the regularity of expenditure commitments. In orttergradually eliminate priori control, which is going to be
limited to credit availability, and to strengtharposterioricontrol gontréle d’accompagnemégnthe CED has been
merged with thélrésorerie Générale du Royaunueiginally responsible for the execution of the &ige Law and
the supervision of local government finan&®s. TheTrésorerie Générale du Royautiseresponsible for monitoring
tax collection, savings and other flows of fundi.reports monthly on budget execution, explaindifjerences
between projected and actual revenues and expessfifu

A posterioricontrol is exercised by the General Inspector&tEimances Ihspection Générale des Finangethe

Accounts Chamber (th€our des Compt¢sand parliament. However, in practice this rermanmajor area of
weakness. The effectiveness of the extant contethanisms is constrained, partly because of limitethan

resources, but primarily due to a lack of cooperatietween different bodies charged with monitoamng control

functions.
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The General Inspectorate of Finances (GIF), esfadi in 1960, audits the activities of central dodal
administrations, quasi-public enterprises and publnterprises. The Inspector General is appointed by Royal
Decree. The GIF draws up an annual audit programapproved by the minister of finance, which liste
institutions that will be subject to an audit dgyithe course of the forthcoming year. While thembar of
institutions covered is large, the GIF has shiftedocus to large public enterprises that perfaristrategic role in
the economic and social development of the countéhen an audit uncovers significant irregularities GIF can
pass on the file to the Accounts Chamber or tacthets. The MoF is working towards establishingigection des
Etablissements Publics which should be operational starting from nggar -- to strengthen control of public
enterprises and make their activities more trarspa?

Accounting basis

Revenues are recorded on a cash basis, with experslrecorded after the payment order has beaadssFlows
are valued on the basis of the payments adRegulations for public accounts procedures caiobad in the
Royal Decree for the Regulation of Public Accout@§7>°

The MoF aims to comply with the accounting standaasd frameworks of the International Organisatidn
Supreme Audit Institutions (INTOSAI), of which Marco is a member. Accounting accuracy is limited by
inconsistencies in the accounting and auditingdgteds used by public and private enterprises. IMkehighlighted
last year that the accounting system does not geainely information for the public sector or arauative central
government-local government positioh.

Procur ement and employment

Morocco has greatly improved the transparency diiciency of its procurement process. Private secbservers
indicate that public procurement practices are bweg more transparent, especially within centratagament?
However, they vary considerably according to thétgroncerned, be they central government mirgstripublic
enterprises or local administrations. Procurera¢tihe level of the local administrations is patiely problematic
because of diffuse responsibilities, which inhiténsparency. The MoF provides greater informationthe
procurement process through its website, wherelitighes a list of tenders and provides detailéorination for the
various stages of the tendering process, inclufiitgegulations of current contracts and agreesémat have been
made, along with payment details and fixed perafte late delivery or non-fulfilment of contracts.

Corruption remains a concern in Morocco, which g@8" out of 163 on the Transparency International 2006
Corruption Perceptions Index, with a score of 8vBdre 0 is most corrupt and 10 is most transparént)

The implementation of the US-Morocco free-tradecagnent has resulted in increased transparency afgtiemark
registration process. Prior to the free-trade ages#, appealing a decision to register a trademak complicated
by the lack of a public notification. The FTA haroduced the obligation to notify publicly anymigations to
register a trademark, so that interested compamighst appeat”

Fiscal reporting

Each year, after the adoption of the Finance Lae,minister of finance holds a press conferencepradides an
overview of the final account of the previous ysabudget. In addition, in June or July of eachryd®e MoF
reports to the government on budget execution aditates the general orientation of the followirepys draft
Finance Law.
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Mid-year reports on budget developments are ondggmted to the legislature when there are majarggsato the
budget. In such cases, the finance minister musbwrce the changes to parliament. While there idegal

requirement to report to parliament during the y#ee MoF spontaneously started doing so in 20@bcantinued to
do so in 2006, explaining the general orientatibrthe 2007 Finance Law. Parliament may requesttiaddl

information from the minister, who may be callecbopgo answer questions.
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4, ACCOUNTABILITY AND ASSURANCESOF INTEGRITY

oo Enacted

Data quality standards

The MoF uses accounting standards which it develapeollaboration with relevant departments anafgssional
organisations, and which were consolidated by thgdNal Accounting Council in the early 1990s. S&@appear to
include both cash and accrual accounting, and ottethods. There are only limited indications dkinal data
consistency and reconciliation with data from otBeurces. The Table of Treasury Expenditure andeRee is
prepared in accordance with the IMF GovernmentiéaaStatistics Manual (GFSM) 198%.

There are no statements made about the accoursigin the budget documentation or in final act@atuments.
The IMF noted last year that the double-entry bke&ping system no longer conforms to internatictahdards.

The government is working to introduce changeswmatld lead to compliance with these standardpairallel with
the introduction of accrual accountirfy.

Independent scrutiny of fiscal information

Independent Audit

The Accounts Chamber is responsible for providindependent oversight of public finances. Its twimgpal
functions are inspecting on an annual basis thewats of the public accountantscemptables publiques and
undertaking management audits of public entiti€@ae Accounts Chamber acts both at its own initeatwnd when
called upon to do so by external organisations ssch ministry. However, the role of the Accou@temmber as a
source of independent oversight for public financesld be significantly strengthened. Some impnoests have
been witnessed this year, with the unprecedentbtication by the Accounts Chamber -- in Septem62-- of a
report on public expenditures carried out durirg¢burse of 2005’

The Accounts Chamber also presents an annual riaptite king, confirming that this activity has begarried out
in accordance with the law. The law on financiaigdictions requires the publication of the reparthe Bulletin
Officiel.

The Accounts Chamber is responsible for auditing ¢overnment’s final expenditure accounts -- the de
Reglement Thanks to the newgestion Intégrée de Dépens@sID) -- the new system for data collection was
inaugurated in 2005 -- delays in the approval eflthi de Réglemenghould be avoided in the future. Five pilot
ministries are already using the GID, and the ergsvernment should adopt it within two ye#rs.

The jurisdiction of the Accounts Chamber has begtersled to cover local government accounts. Regiona
Chambers -Cours régionales des comptedave therefore been created and report to tuednts Chamber.

A number of independent observers mentioned thebwuatability could also be improved by strengthgnthe
oversight role of parliament, in particular the Raliinances Committee, by providing it with addial support,
information and possibly training.
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National Statistics Agency

The Directorate of Statistics (DS), part of the iiglanning Commission, has the primary responsibiibr
assembling and disseminating statistical infornmatioSince 1998, the DS and its sixteen regionatedf have
operated under the auspices of the Ministry of Batin Provision and Planning. The government’s istanding
plan to turn it into an autonomous agency is yedidaealised® The DS has also implemented a long-term strategic
action plan in order to improve the quality, antlesdiion, of data.

The principal problem with the statistical systeas lbeen its high degree of decentralisation. Moganisations
still assemble and publish their own statisticsor Example, the DTFE has only de facto respongibfor

aggregating and publishing government financesitesi. However, a law explicitly establishing iesponsibility
for the collection, processing and disseminatiostafistics, is expected to be adopted soon.

A new series of national accounts has recently lprepared and is expected to be published in Deee2®06,
leading to an improvement in the country’s fiscabiion. While the previous series had 1980 aasepbthe new
one will be based on 1998, bringing it in confogmitith the System of National Accounts 1983
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INTERVIEWS

December 2006

Representatives @xford Analyticainterviewed the following individuals during a itiso Morocco between 13 and

17 November 2006:

Ministry of Finance and Privatisation, Rabat

14 November 2006

Nizar Baraka
Mohamed Kabbaj

Ragbi Bonamour
Abbad Taoufik

16 November 2006

Zouhair Chorfi
Benyoussef Saboni
Younes Zouhar

Bank Al-Maghrib, Rabat

13 November 2006

Lahcen Boutahar

ADDITIONAL INTERVIEWS

14 November 2006

Carl Dawson
Salah Benyussef

15 November 2006

Mohamed Boussetta

16 November 2006

Nadia Yousfi Charif

Khalid El Massnaoui

Adjoint au Directeur des Etudesest Hrévisions Financieres
Adjoint au Directeur du Budget

Chargé du Financement des Projets Publics
Chef du Service des Prévisionarfciéres

Administrateur au Service des Fgiévis Financiéres

Directeur du Trésor et des FinanEgtérieures
Adjoint au Directeur Chargé dle Rlacroéconomique et Dette Intérieure
Chef de la Division de la Balaneg Baiements

Adjoint au Directeur des Etudates Relations Internationales

Executive Director American Chambe€ommerce Morocco
Expert in local finance Ministryrderior
Professor Faculté des sc¢mediques économiques
Jurist Conseil Déontologedes Valeurs
Mobilieres (CDVM)
Senior Economist World Bank
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NOTES

! Décret n° 2-03-52Bulletin officie| No 5144, 18 September 2003.

2 Décret 1 2-78-539 du 21 hija 1398 (22 novembre 1978) relaii attributions et & I'organisation du ministédes
finances A summary entitled: “Les missions du Ministérat’ www.finances.gov.ma

% SeeDAHIR portant loi n. 1-76-584 (5 chaoual 1396) fifla I'organisation des finances des collectivitgsales et
de leurs groupements (B.O. ler oct. 1976, p. 1,0@M)istry of Finance website.

* Interviews in Morocco, 13-17 November 2006.

® Interviews in Morocco, 13-17 November 2006.

® See Article 27Statuts de Bank Al-Maghrib

" Rapport sur les Comptes Spéciaux du Trésor. Pdgdtoi de Finances pour '’Année Budgétaire 2087, 3-4.
® Interviews in Morocco, 13-17 November 2006.

° Rapport sur le secteur des Etablissements et EnigepP ublicswww.finances.gov.ma

10 Rapport sur le secteur des Etablissements et EngsepPublics at: www.finances.gov.ma

! See under ‘Organisation’, atww.finances.gov.ma

12 Interviews in Morocco, 13-17 November 2006.

'3 Note de Présentation de la Loi de Finances 2G04yvav.finances.gov.ma

% Interviews in Morocco, 13-17 November 2006.

!5 Budget Department, Ministry of Finance, ‘TexteRéglementation’, atww.finances.gov.ma

'® Interviews in Morocco, 13-17 November 2006.

7 Seehttp://portail.finances.gov.ma/portal/page? _pag8Ri£786286& dad=portal& schema=PORTAL

18 Tax Department, Ministry of Finance, atww.finances.gov.ma

19 Interviews in Morocco, 13-17 November 2006.

2 Interviews in Morocco, 13-17 November 2006.

2L Interviews in Morocco, 13-17 November 2006.

22 Interviews in Morocco, 10-11 December 2002.

23 Interviews in Morocco, 13-17 November 2006.

24 See “Loi sur la responsabilité: Le crédo de lartsogouvernance”, AL MALIYA No. 29, March 2003.

%5 “Morocco: Report on Observance of Standards arie€goFiscal Transparency Module”, Country Report No
05/298 International Monetary Fund, August 20@p://dsbb.imf.org/Applications/web/sddswhatsnew

% See “Plan d’action & long terme de la Directioda8tatistique,” atwww.statistic-hcp.ma/

" Interviews in Morocco, 13-17 November 2006.

%8 Seewww.finances.gov.ma

29 Interviews in Morocco, 13-17 November 2006.

% Interviews in Morocco, 13-17 November 2006.

% Interviews in Morocco, 13-17 November 2006.

%2 “Morocco: Report on Observance of Standards amik€, Fiscal Transparency Module”, Country Repart N
05/298 International Monetary Fund, August 2005.

% Interviews in Morocco, 13-17 November 2006.

% Interviews in Morocco, 13-17 November 2006.

% See Monetary Statistics atww.bkam.ma

% Interviews in Morocco, 13-17 November 2006.

3 Interviews in Morocco, 13-17 November 2006.

% Rapport #: P7589-MOR, World Bank Document, 4 J20@4.

39 “Morocco: 2004 Article IV Consultation” (IMF Counyt report No. 04/162), International Monetary Fuddne
2004, p. 12.

“% Interviews in Morocco, 13-17 November 2006.

“! Interviews in Morocco, 13-17 November 2006.

“2“Morocco: 2006 Article IV Consultation — Staff Req; Staff Statement; Public Information Noticetbe
Executive Board Discussion; and Statement by thective Director for Morocco,” IMF, 2006, p.10.

“3 Interviews in Morocco, 13-17 November 2006.

“* Interviews in Morocco, 13-17 November 2006.

5 Mohammed Benyahyage Budget de I'EtatCollection ‘Guide de Gestion’, 2002, pp.193-212.

“® Interviews in Morocco, 13-17 November 2006.

4" General Royal Treasury, Ministry of Finance vatw.finances.gov.ma
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“8 Interviews in Morocco, 13-17 November 2006.

9 “Morocco: Report on the Observance of Standards@odes — Data Module; Response by the Authorities
Detailed Assessments Using the Data Quality AssessnfFramework” IMF Country ReportNo. 03/92),
International Monetary Fund, April 2003, availabtewww.imf.org/external/np/rosc/rosc.asp#M

* See pages for the General Royal Treastrggorerie Générale du Royauniacluding the ‘Décret Royal n. 330-
66 (10 moharrem 1387) portant réeglement génératateptablilité publique’ under ‘Textes Réglementsiret:
www.finances.gov.ma

>l “Morocco: Report on Observance of Standards ande€oFiscal Transparency Module”, Country Report No
05/298 International Monetary Fund, August 2005.

*2 Interviews in Morocco, 13-17 November 2006.

%3 T| Corruption Perceptions Index 2006vakw.transparency.org/policy research/surveys gslipi/2006 See
alsowww.transparencymaroc.org

> Interviews in Morocco, 13-17 November 2006.

% “Morocco: Report on the Observance of Standards@odes — Data Module; Response by the Authorities
Detailed Assessments Using the Data Quality AssessnfFramework” IMF Country ReportNo. 03/92),
International Monetary Fund, April 2003, availabtewww.imf.org/external/country/mar/index.htm

% “Morocco: Report on Observance of Standards ande€oFiscal Transparency Module”, Country Report No
05/298 International Monetary Fund, August 200%efviews in Morocco, 13-17 November 2006.
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