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The attached Report ments an appraisal of @ojectto assist thaGovernment of St. Lucia
(GOSL) in continuing its settlement regularisation programene improving the living conditions of
citizens of StLucia, especially those in the lower incorgaintiles, though the upgadng of informal
settlements and provision of serviced lo&he project will also enhance the capacity of Meistry of
Housing, Urban Renewal, and Local Governmémtcarry out its mandate more effectively and
efficiently.

2. The project is consisént with theG O S L dirategy to facilitate the provision of adequate and
affordable housing that meets the needs of communitied with the $ecial Development
Fund(Unified) 7 themeof strengthening poverty reduction and human development.

3. On the bais of the Appraisal Reportl recommend:

the approval of a loan to GOSL of an amount not exceeding the equivalent of six rion,
hundred andhirty-threethousandJnited Stateglollars (USD6&233 mn) from the Special Fund
Resource®f the Caribbean DeelopmentBank (CDB) on the terms and conditions set out and
referred to in Chapter 6 of the attached report.

4, Funds are available within the CDB6s existing
relevant disbursement period.
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Stephen Sandiford, Engineer, Project Coordinator; Clairvair Squires, Portfolio ManagesnEmntal Analyst; Cavon White,

Financial Analyst; McDonald Thomas, Social Analyst; Anne Marie Warner, Economist; LeakSRaofgle, Legal Counsel;
Vickie Alleyne, Coordinating Secretary

Any designation or demarcation of, or reference to, a particular territory or geographic area irthis Document is

not intended to imply any opinion or judgment on the part of the Bank as to the legal or othertatus of any
territory or area or as to the delimitation of frontiers or boundaries.



CDB
CLO
CPA
CSO
CSP
DCA
FY
GDP
GOSL
HIS
HURD
IDI
M&E
mn
MOF
MOH
MOS

NPRS
p.a.

PC
PCR
PCT
PIU
PMCW
PMT
PROUD
RMF
SDA
SDF7
SDP
SFR
SLNHC
SWMA
TA
TOR
usD

CURRENCY EQUIVALENT

Dollars ($) throughout refer to Eastern Caribbean dollars unless otherwise stated.

USD1.00 = XCD2.70
XCD1.00= USDO0.37

ABBREVIATIONS

- Caiibbean Development Bank

- Community Liaison Officer y

- Country Poverty Assessment

- Central Statistics Office

- Country Strategy Paper

- Development Control Authority

- Financial Year

- Gross Domestic Product

- Gowvernment of St. Lucia

- Housing Information System

- Housing and Urban Renewal Department

- Interest During Implementation

- Monitoring and Evaluation

- million

- Ministry of Finance

- Ministry of Housing, Urban Renewal dh.ocal Government

- Ministry of Social Transformation, Human Resource Development, Y
and Sport

- National Poverty Reduction Strategy

- per annum

- Project Coordinator

- Project Completion Report

- Project Coordinating Taam

- Project Implementation Unit

- Project ManageCivil Works

- Priority Means Test

- Programme for the Regularisation of Unplanned Developments

- Results Monitoring Framework
Special Development Areas

- Special Deelopment FundUnified) 7
Shelter Development Project

- Special Funds Resources

- St. Lucia National Housing Corporation

- Solid Waste Management Authority

- Technical Assistance

- Terms of Reference

- United States Ditars



MEASURES AND EQUIVALENTS
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COUNTRY DATA : ST.LUCIA

2006 2007 2008 2009 2010
PER CAPITA GDP (current market prices; $) 15,979 17,044 17,883 17,315 18,617
GROSS DOMESTIC PRODUCT (GDP)
GDP at Current Market Prices ($mn) 2,658.8 2,869.2 3,046.1 2,984.6 3234.08
Demand Components:
Consumption Expenditure 2,642.1 2,947.4 3,136.3 2,709.0
Gross Domestic Investment 736.2 705.5 695.5 539.0
Exports of goods and non-factor services 1,188.6 1,234.2 1,429.1 1,468.6
Imports of goods and non-factors ervices 1,908.1 2,0179 2,2148 1,732.0
Gross domestic savings ratio (%) 0.6 2.7) (3.0) 9.2
Sectoral distribution of current GDP (%)
Agriculture 39 34 45 4.2 3.2
Mining & Quarying 0.3 03 0.3 0.3 0.3
Manufacturing 55 55 4.7 43 39
Utilities 41 4.2 4.1 4.7 44
Construction 128 8.6 9.3 74 8.1
Transport & Communication 17.3 18.0 181 188 17.8
Hotels & Restaurants 11.4 15.1 14.6 14.1 16.7
Wholesale & Retail Trade 98 9.6 93 86 92
Financial & Business Services 206 21.2 21.0 216 20.4
Govemment Services 126 12.4 124 135 133
Other Services 37 4.0 43 5.1 5.0
Less Imputed Service Charge 20 23 25 25 22
GDP at Current Factor Cost ($mn) 2,222.1 2,405.6 2,563.4 2,506.7 2,750.4
GDP at constant 2006 Prices ($mn) 2,2221 2,255.3 2,385.9 2,355.2 2,458.8
Annual rate of growth in GDP (%) 74 15 5.8 (1.3) 44
MONEY AND PRICES ($ mn)
Consumer prices (av. annual % change) 23 31 8.2 1.0 1.8
Money supply (M1; annuai % change) 03 11.6 (1.8) (0.0) (0.0)
Total domestic credit(net) 2,379.1 31124 3,4534 3,456.1 3,410.1
Private sector (net) 2,588.8 3,300.4 3,622.7 3,704.2 3,760.1
Public sector (net) (246.8) (226.2) (227.3) (289.4) (392.3)
Non-bank financlal institutions (net) 37.2 38.1 57.9 413 423
Estimated Tourism Expenditure (USD mn) 294.0 301.7 311.0 206.2 3289
CENTRAL GOVERNMENT FINANCES ($ mn)
Curment Revenues 644.7 699.9 781.3 770.8 776.2
Current Grants 0.0 0.0 0.0 0.0 0.0
Current Expenditures 5541 549.5 627.4 661.8 723.2
Current AccountSurplus/ (Deficit) 90.6 150.4 153.9 109.0 53.0
Capital Revenue and Grants 4.2 93 274 26.0 72.6
Capital Expenditure and Net Lending 251.3 216.3 179.9 200.2 146.2
Overall Surplus/ (Deficit) (156.5) (56.6) 14 (65.2) (20.6)
BALANCE OF PAYMENTS (USD mn)
Merchandise Exports (f.0.b) 96.7 101.2 165.7 154.1 594.1
Merchandise Imports (c.i.f) 521.0 541.7 604.8 464.1 7343
Trade balance (424.3) (440.5) (439.1) (310.1) (140.2)
Net Balance on services account 157.9 150.2 147.3 151.2 199.3
Income (net) (54.5) (68.0) (73.0) (72.4) 61.3)
Transfers (net) 11.98 136 16.2 131 149
Current Account Balance (309.0) (344.7) (348.5) (218.2) 127
TOTAL PUBLIC DEBT (USD mn)
Total public debt 528.9 590.9 598.6 608.2 679.7
Domestic debt outstanding 1743 225.1 269.4 263.4 320.0
Long term
Short term
External debt outstanding 3546 365.8 329.2 3448 359.7
Debt Service 271 36.6 41.8 1.7 63.2
Amortisation 78 19.5 251 248 47.5
Interest Payments 19.3 171 16.7 16.9 15.7
External debtservice as % of exports of goods and services 6.2 8.0 79 7.8 11.4
Total debt service as % of current revenue 18.5 19.5 201 22.5 38.0
AVERAGE EXCHANGE RATE
Dollar(s) per US dollar 2.7 2.7 27 2.7 2.7

Data for 2010 are provisional.



COUNTRY DATA : ST. LUCIA

2008 2007 2008 2009 2010
POPULATION
Mid-Year Population ('000) 166.4 168.3 170.3 172.4 173.7
Population Growth Rate (%) 1.1 1.2 1.2 1.2 0.8
Crude Birth Rate 133 13.4 137
Crude Death Rate 6.1 6.6 76
Infant Mortality Rate 222 244 25.2
EDUCATION
Net Schoal Enrolment (%)
Primary 94 92 91 91 91
Secondary 64 76 81 83 84
Pupil-Teacher Ratio
Primary 24 23 22 20 19
Secondary 18 17 17 17 16
LABOUR FORCE
Unemployment Rate (%) 158 16.7 14.0 15.7
Male 11.7 125 14.0 15.7
Female 209 215 18.5 18.6
Participation Rate (%) 67.3
Male 74.8
Female 59.5
COUNTRY DATA : ST.LUCIA
1970 1980 1990 2000 2010
INDICATORS OF HUMAN DEVELOPMENT
HEALTH AND EDUCATION
Life Expectancy at Birth (years) 62.8 67.0 71.0 74.0 74.2
Male 64.4
Female 69.8
Dependency Ratio 1.20 0.96 0.72 0.62 0.48
Male 1.32 1.01 0.73 0.63
Female 1.10 0.92 0.72 0.62
Human Development Index 0.772
HOUSING AND ENVIRONMENT
Households with piped water (%) 206 38.8 62.6 779 87.0
Households with access to flush toilets (%) 11.0 18.5 384 52.5 69.4
Households with electricity (%) 44.8 76.1 86.6 92.7
Environmental strategy or acticn plan (year prepared): 2004

Source(s): ECCB Research Dept., Ministry of Education Statistical Digest 2010

... not available
Data as at September 27, 2011



LOAN AND PROJECT SUMMARY

Financial Terms and Conditions

Borrower: Government o5t Lucia Amortisation Period: 20years
(GOsh

Implementing Agency: | n/a Grace Period: 10years

Executing Agency: Housing and Urbar Disbursement Period: 4 years
Renewal Departmer

(HURD) in the Ministry of

Housing, Urban Renewd
and Local Governmen
(MOH)
Source: Amount (USD mn):
Caribbean SpecialFunds Interest Rate: 2.%% per annum (p.a.)
Development Bank Resources
(CDB): (SFR) 6.233
Counterpart: GOSL 7.107 | Commitment Fee: n/a
Total: 13340

Project at a Glance

Project Objective/Description:

The project will facilitate mproved access to basic infrastructure and services for residemtrimal

settlements i1 communities irSt Lucia.

It also includs the provision of erviced lots and technica

assistanc€TA) to enhance sector capacity. Tgrejectwill support the longeterm goal of improved living
conditions and access to secure tenurgfoject beneficiariesespeciallythosein the lower qintiles of the

population

Special DevelopmentFund (Unified) 7 (SDF7)Results Monitoring Framework

Baseline | Yea Year Year Year
Key Indicators 2011 1 2 3 4 Total
Beneficiaries of community infrastructur 0 0 0 1014 529 1,543
interventions (number)
1

CDB6 s
2

Resul t s

Moni t or i ng,AddrlaApeendd 2, kndidatBratpie r
Calculated based on the number of existing households and the national average household size of 2.8hEssons

BD115/ 10

numbers may be revisednd will be disaggregated by sefollowing the completion of updated so@oonomic

surveys



1. STRATEGIC CONTEXT AND RATIONALE

BACKGROUND

1.01 GOSL has requestedCDBO s assistance i rno agsistoincontinuingghe f i nanc
regularisation of unplannédformal settlementsand provision of adequate shelteredrlaisationwas

previously begun under the Governmdimanced Programme for the Regularisatioh Unplanned
Developments (PROUD) and continued under the Shelter Development Project Pap&pB0101/.00);
approved by CDBG6s B olagSDP is currebtly gndemibhmemenatio dvédew

of its status was provided in @Revisionin Scopepaper BD101/00Add. 1) that was presented to the

Board in March 2011. Some of the mechanisms deedlamd in useunder the SDP will provide

important support for activities included in this project.

SECTOR ANALYSIS

Macroeconomic Context

1.02 Over the past three years, the St. Lucian economy has had to grapple with several chiddkenges,
predominant orebeingthe fallout from the global econom&nd financialcrisis and the impact of

Hurricane Tomas ifOctober2 0 1 0 . These events severely affectec
particular tourism and agriculture, while output in the constructicrt@esuffered largely as a result of

the significant faHoff in foreign direct investment from the crisi€onsequently, real activity is expected

to slow to 2% in 2011 following growth of 4.4% in 2040da decline of 1.3% in 2009.

1.03 The economic uphealand the impact of natural disasters has also had a deleterious effect on
public finances, as fiscal savings declined from 4@%ross domestic producGDP) in Financial Year

(FY) 20082009 to 1.3% in FY201@011, and the overall deficit widened fronB@ to 5.8% of GDP.

During this period of sluggish revenue growth, GOSL engaged in countercyclical and subsequently
rehabilitative spending, while concomitantly seeking to address the growing needs of poor and vulnerable
groups. Fiscal pressures are k& continue into the medium term, however, the implementation of
planned revenue and public financial management reforms in addition to the identification of alternative
financing sources should help to ensure that GOSL can meet its financing regtsrerfie@ impact of

the global turmoil was also evident in the financial sector, where weak demand led to slow growth in
private sector credit, and revealed vulnerabilities in the system which the authorities are trying to address
by improving the legislatie and supervisory frameworkEurther details on the macroeconomic context

and mediurrterm projections are presented in Appendix 1.1.

Social Context

1.04 Based on the2010 CensusSt . Luci a06is 16526 uThia tepresentsnoderate
population growt of 5%since 2001 The Census also revealed that the number of households increased
by 24% during the same period, resulting in an average annual rate of household formaf2éd jpérl,

year, and indicatinghatthere has beesn increased demand fordsing in the countryThis increase has

been concentrated mainly in the urban districts of Castries and Gros Islet theehigh rural to urban
migration ratethat has been an important demographic characteristic of the country for the last few
decades.However, the 2010 Census indicghtbat while these districts have maintained their position as

the most populous parts of the country, there has also been significant population movement in the last

1 938 housholds had benefitted from access to improved infrastructure and utilities under the SDP by the end of 2010.
2 Total resident population
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ten years to otheareas such asrural areas ofCasties and some of the parrban districtsaround
Canaries, Soufriere and Vieux FortThis phenomenon has contributed to the dhowf informal
settlements on the periphery of Castries and other towns.

1.05 These settlements vary in size with their populatiangmg from about 300 to about600
depending on their proximity to the urban districts. Settlements in or around Castries are large and
densely populated while smaller ones are located in the rural areas. Similarly, the number of households,
which rang from about 100 to 600, vary in relation to their locatitiowever the households are not

very large average household size for those in the urban areas is about the same as the national average
of 2.8 personswhile household size in the rural settients is abou8. In most casesvomen make up

the majority of the population. Single parent families are also in the majoeityg as high as 70% in
somecommunities The residents angormally quite youthfu] with the percentage of persons under 30
years being over 50% most casesMost of the householdsherefore, are single parent, femakaded
households with children afat young people. Many of the residents in the urban settlements are either
selfemployed orwork in the tourism industrytheir rural counterparts tend to be engaged as small
farmers.

1.06 Overall living conditions in these settlements are inadequate. There is an absence of basic
physical infrastructure such as pathways, drainage and lighting. Poor housing, qualitgrowded

conditions and poor sanitation are also issues affecting these commuBésesi on th&t. Lucia Central
Statistical Of f i ¢c exdiacommsitOcorddadsod e pNeteda Ccammuni tyo
of living T all the communities in the country are ranked from Quinti{eh& poorestto Quintile 5(the

riches). Informal settlements are mostly in Quintiles 1 or 2 with a few, usually the older and more
established ones, being in Quintile 3. This denotestltteainformal communities experience generally

poorer socieeconomic conditions than other communities in the country. Details on the demographic
characteristics of the country and the project areas are provided in Appendix 1.2.

Housing

1.07 St . L u singaditer is lchmnacterised by relatively high levels of home owndrztif) and
private rental(18%) as well as dgnificant numbers of informal settlementsThe proliferation of
unplanned settlements in St. Lucia is a direct response to:

@) lack of affodable housing solutiongéincluding access to landspeciallyfor lower
income householcs

(b) wealk institutional capacity to effectiyemanagdand use andegulate developmerand

(c) rapid urbarsationand growth in housing demand

The magnitude ofinplanneddevelopmenin both urban and rural areas as welltlas negative social
(e.g., increasedcrime), environmental fuch aspoor waste management practicesxd economic
consequencefincreased vulnerability to natural hazardslesentserious impedimentotthe effective
and efficientdevelopment of théousing sectgrand limit the sectofs capacityto contribute to the
economic and social development of St. Lucia

1.08 For mal housing demand is subject to tmahrket houset
prices Access to formal mortgage finance through credit unions or commercial banks is subject to a
minimum household incoméhreshold of about $2,500 per montim addition, the construction cost of a

starter home for lower income persdrsincreased byt least 3% since 2003to about$185 per sq ft.

3 Data provided by St. Lucia National Housing Corporation (SLNHC)
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This cost does not include legaflees insurances, professional fees aother regulatorycharges

Approximately 30% of the populatiorwas identified as poor in the 2006 Country Poverty
Assessmentand unemploymenthas increasedrom 13% in 2006 to 17.6% in 2010Consequently
poorer householdare likely tohave beenand are stillexperiencing housing affordability challenges

housing stress, both in terms of owsoecupied housingral rental. The proposed introduction eflue

added taxs likely to further increase construction cost andcledimit affordability.

1.09 The average annual rate of household formatioB6(Lper year) in theinter-censal priod
compares unfavourably witheé average annual number of applications for new housiitigonstruction
(606) pocesed by the Development Control AuthorfipCA) over the same peripduggesng that a
significant proportion ofrecent household formatiorwas not regulated by the forai development
process. This also implies thatan assessment dfie vulnerability of housing sites to known natural
hazards such as land slip and torrential rainfall or flooduogld not have been doneln addition
existing hazard maps are at too laegscale to identify sitepecific issues which might increase the risk
of land slide.

1.10 Surveys by MOH have identified at least 33 informal settlements on the island comprising over
6,000 households Some settlements have been in existence for over @@®.yeThe extent of the
problem and the limited availability of suitable Crown landseheonstrained corrective actions in the
sector. The DCAdoesnot have sufficient manpower to effectively police unplanned developménts.

order topartially addresshe enforcement issue, areas to be regularised have been designated Special
Development Areas (SDA), and are subjectdlaxedplanning criteria(e.g. smaller setbacks)MOH

staff carry out periodic visits tthe SDAto ensure that theris no expansionof settlements that have
already been mapped aaldoto assist DCA in enforcing SDA regulations as necessary.

1.11 The MOH and SLNHC are the primary actors in the sector with direct responsibility for housing
However several other government agencies/mitiies are alsoinvolved in housing construction,
regularisation,provision of land,and other activities in the sectoNo single entity has an effective
overview of sectewide activities coordination is limitedand thereareoverlapping responsibiliés

Issues and Constraints
1.12 Critical issues andhallenges facing GOSL/MOH in the sector and the proposed s¢sateg

address thenare outlinedin Table 1.1 below Further details on the housing sector are provided at
Appendix1.3.

4 National Report on Housing and Resettlementtin.Gcia (April 2007)
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TABLE 1.1: ISSUESIN THE HOUSING SECTOR AND PROPOSED STRATEGIES®

Issue Proposed Action
(a) Unavailability of land for | (i) establish a flexible and responsilend bank which provides
housing opportunities for developing both affordable housing for |

and middleincome househog] and
(i) continue the programme of regularisation of insecure
tenure and the restriction of unplanned development.

(b) Increasing ruralirban 0] review tenantry upgrading programmes to support rehabilite
migration efforts in existing spontaneous devatomts;
(i) improve the quality of road network between rural and ur
localities; and

(iii) promote use of th&DA Act to accelerate economic activitis
and employment in rural areas.

(c) Inadequate housing 0] assess the institutional framework for monitoring ¢
information system to evaluating the performance of the housing sector in ordg
support decisiomaking in create an effective and transparent system for colle(
housing deVery (appropriatedatafor management of the sector

(i) strengthen the human, teetad and financial capacity of MO}
to conduct regular market research; and

(iii) assess mechanisms aimed at developing anebatipg
household income distribution information on an annual ba

COUNTRY SECTOR STRATEGY

1.13 Theproject is consistent with the stiegic focus of GOSL in the most recenbuitry Strategy

Paper GOSL remains committed to facilitating the provision of adequate public services to all its
citizens, and to providing opportunities for citizens to have access to adequaté.shelegtditon, the
continuation of programmes for the regularisation of insecure land tenure is considered to be an important
strategic interventiohin support of these policiesHowever, the issues of enforcement as well as an
effective housing information systetrave been major constraints the effectiveness of thexisting

policy instruments.MOH is currently focused on addressingplanned developmenss well as other

critical sector challengesnd has developedMational Housing Policyand Strategic Plaof Action for

the sector whiclwvas approved by Cabinigt mid-2011. Theobjectives of the Policinclude

@) increasingcapacitybuilding and institutional development within the housing sector;

(b) encouragng adequate growth, maintenance and improvement abing stock to meet
human conditions

(c) facilitating active participation of civil society, institutions, commuritgsed
organgations and individuals in the provision of sustainable housing

(d) promoting sustainable mixethcome housing developments thatet the needs of all
socieeconomic groups and also take cognizandbeheeds of vulnerable groups

Source: National Housing Policy and Strategic Action Plan (2011)
6 NationalLand Policy 1ay 2007)
7 St LuciaNational Housing Policand Strategic Plan of Actio@danuary 2011)
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1.14 High priority actionsto be undertakeim the sector include identifyingnd updating the list of
unplanned settlements on both public and privateslaasisessing the vulnerability to natural hazards of
these types of development, and promoting public awareness of the issues and challenges created by
unplanned development. Support for @&ographic Information Systetrased analysis and data
management rated to lands, and improvements in physical planning processes are being unaéttaken
funding from the World Barfk

1.15 Historically, government programmes and projects have lpaestly targetedat lowincome

groups andat improving the availability of hasing services (finance, infrastructure, relocation due to
hazard vulnerability concerns, security of tenaned the quality of housing and serviced lots). Over the

last several years, GOSL has sought to address the issue of informal settlement throudh &l

SDP. Regularisation has included the provision of secure tenure for householders in project areas and
access to upgraded infrastructure, utilities and other serviBeseficiaries have also been required to
enter a contractual arrangement witD&_ topay for the regularised lots on which they reside.

1.16 MOH currently employs a Priority Means Test (PMT) as part of the regularisation process. The
test developed as part of the SDRB used to assess the level of nab@ capacity of households pay

for land/housing, antb identify those households which may require additional assistance from GOSL
for house repair, reconstruction or rel ocation.
number of dependents and persons living in the halddbngth of time inresidenceage of occupants,

and location (visa-vis natural hazards Subject to these considerations, households are required to
contribute towards the cost difie property on a sliding scale varying from full markmtce to a
significantly discountedralue In some cases, GOSL has granted free lifetime enjoyment of the property

to particularhouseholds at the lowest end of the inconiatdes.

LI NKAGE OF THE PROJECT TO CDB06S SECTOR STRATEGY

1.17 The activities ontemplated within this proje¢sites and services and infrastructure upgraidds)
within the ambit of the interventions envisaged DB 6s c ur r @olity’. THepuogdt ing
improving living conditions of lowincome households, accords lwit C D Bti@étegic objectives of
promoting broatbased economic growth and inclusive social developragiak the associated corporate
priority of promotirg social protection measuresThe projectis also in accoréncewith the SDF7
strategic themef strengthenig poverty reduction anduman development.

RATIONALE

1.18 The proliferation of unplanned settlements in both urban and rural areas and the associated
potential negative social, environmental and economic consequences for St. Lucia, present serious
impedimens to effective and efficient development of the island. The situation is further exacerbated by
considerable fragmentatioin the institutional framework supporting the segctdhe incomplete
assessment of natural hazards affecting informal communitiesjatk of enforcement oflanduse
management/physical development plans, and the limited availability of land for residential purposes
the face ofncreasing demand

8 Hurricane Tomas Emergency Recovery Project
9  CDB Housing Policy (1981), to be updated in 2012.
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1.19 The project sitescomprise 551 households 11 informal settlements situated in @sh
communiy areaslocated in the Castries, Laborie and Vieux Fort districts. The host communities are
relatively large with the number of households ranging from about 200 to 560 and a combined population
of about 5,000 people. They are characteriged large number of losincome households and residents
engaged in lowskilled occupations in the tourism and agricultural sectdtge communitiesuffer from

the absence of basic physical infrastructure, inadequate housing quality, and overcrowdiohsondi
which contribute to their deprived soeégonomic conditions.

1.20 GOSL recognises the need to aseistidents oinformal settlements, particularly those in low
income households, to improve their living conditions and therefore, more effectivelybatmntto
national developmerdnd the reduction of povertyThe proposegrojectwill assist in the upgrade of
informal communitiesthrough theprovision of basic infrastructure ars@érvices,and the assessment of
natural hazard risks. Tipeojectwill alsoimprove the supply of serviced lots for residential purpases
support action bkey actors within the sector to better respond to the current challefigedikely to
have a positive impact on poor households who will eventually acquire $enure.

2. PROJECT DESCRIPTION

OBJECTIVES

2.01 The objective of therojectis improvedaccess tdasicinfrastructureand service$or residents in
selected areas in Stucia. The projectwill alsosupport enhanced institutional capacity in the sector,
facilitate the acquisition of secure tenure ammhtribute tothe longer term goal of improved living
conditions forresidents of th@rojectcommunities especiallythosein the lowerincomequintiles of the
population

PROJECT COMPONENTS

2.02 Theproject is part of a wider programme of settlement regularisation .il.i®fia that includes
the existing SDRind initiatives funded by GOSY. Elementsof theongoingSDP will be used to support
activities undertaken under this project. These elements include

@) use of existing project managemeantangements

(b) application of PMT to households under this projaoq

(c) GOSLH assistancéo householders acquiring secure tenure to land on whibky are
currently residing (subject to PMT and paymfemtthe land.

Somehouseholds in the project areasuld already have obtained secure tenure to leder the SDRr
begun the process of paying fomitior to the infrastructure upgradédowever 210 householdsvhere
cadastral surveys have nget been finalisedwould not havebegunthe regularisatiorprocess. In
Table2.1, only these lots have been considered in defining targets at the goal level.

2.03 Theprojectcomponents are:

(a) Upgraded Settlements and Expanded Infrastructure

10 See Appendix 1.3, Table 4.
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() land (approximatly 33 ha; 31 for informal settlements and the remainder for
sites and servicgs

(i) civil works to upgrade 1lsettlements packaged a$ subprojects, including
provision ofaccess roaddpotpaths,drainage other ancillary worksandutility
services (war and electricityin selected areas

(iii) civil works to provide 36 serviced lots BexonDevelopment

(iv) cadastralsurveys of lots in the Bexon Developmerdnd the finalisation of
surveys andelocationof someresidentsn the informal settlementand

(v) consultaky services for

(@aa) engineering design and construction supervishol
(bb)  hazard assessmentafbproject areas

(b) Enhanced Sector Capacityconsultancy services fonstitutional AssessmeiindSector
Supportwhich will provide recommendationsorf improvements in the institutional
framework, and assist iestablishing thenonitoring and evaluatio(M&E) systemsfor
the project and an appropriate management information system for the sector

(© Supporting Services
@) projectmanagement servicesnd
(b) baselineand followup socieeconomic surveys to monitor changes in living

conditions of beneficiary households

Further details oproject componentsat (a)are provided at Appendi?.1. Draft Terms of Reference
(TOR)for consultancy servicest (a)(v)(bb) and(b) are includd at Appendice.2and2.3.



TABLE 2.1: LOGICAL FRAMEWORK

Narrative Summary

Objectively Verifiable Indicators/Targets

Means of Verification

Important Assumptions

Goal:
Improved living conditions of lovincome households i
sdected area

Increase in the value of household asg
(property)

85 households access
December 31, 2017.

title deeds

- Follow-up socic-economicsurvey.
- National statistics.

- Ex-post evaluation reports

- Housing survey and census

Macroeconorit stability.
GOSL continues to
development of the sector

facilitate

Purpose
Improved access to basic infrastructbyehouseholds in

selected areas of .Stucia, and an ehanced capacity t
respond to issues and challenges in the sector.

551 houseblds and an additional 104 vaca
lots have acces$o basic infrastructure an
services by Decemb@i, 2015

36 lots allocated or sold in sites and servij
development by December 31, 2017.

Key remedial actions arising from T,
commenceémplemenationby December 31,
2015

- HURD project records

- Land registry records

- Records of
consultations

- Follow-up socieeconomic survey
completed bypecembeB1, 2015

community

Affecting Purpose to Goal

Householdsn the project areas hay
access to financing toonstruct or
upgrade houses purchase lots
Process to acquire title dee
completed in a timely mannemder
the existing SDP
Communities ceperate
HURD/other agency surveys
Adequate funds are available
implement the remedial actiotaps.

with

Outputs/efficacy.
- Improved basic infrastructure and services lih

informal settlement areas

- Expanded infrastructure (sites and services) for
in housing provision a@exonDevelopment

- Institutional framework reviewed and correcti
actions reommended.

16.6 kms of drains and 9.6 kms of roads ¢
footpaths constructed yecembeBl, 2015
4 households relocatethy December 31,
2012

Implementation of keyemedial actios for
sector agreed by March 31, 2013

36 serviced lots available byepterber30,
2014

- Project Completion Reports.

- Project Implementation Un{PIU)
progressreporand Con s |
reports

- Practical Completion Certificates

- Baseline soci@conomic survey

Affecting Outputs to Purpose

Communitiesuse the facilies and
services provided

GOSL agrees to implemergmedial
action plans

There is interest in, andnfincing is
available for, the purchase of
serviced lots

Inputs/Activities :

XCD( 6000)

CDB GOSL Total
Upgraded Settlements and Expanded Infrastructure 11,417 17,314 28,731
Enhanced Sector Capacity 1,188 40 1,228
Support Services - 1,297 1,297
Base Cost 12,605 18,651 31,256
Contingencies 3,340 538 3,878
Finance Charges 885 - 885
Total Project Cost 16,830 19,189 36,019

- CDB disbursement records.

- Consultantés in

- Progres reports and minutes (¢
meetings.

Affecting Input to Output :

Construction sector price inflatioj
does not surpass estimates.
Timely availability of
counterpart funding
Reasonable weather conditions.
Sites are made available
contractorswithout undue delay
Sufficient interest among potenti
bidders for this type of work
Communities  support
process.

GOSL

upgrad




LESSONS LEARNT

2.04 The princi@ lessons learrftom similar projectsfunded byCDB (including the SDPandother
Multilateral Development Bargkand the mitigating elements included in this project are as follows:

(@) Ensuring continuity in the provision of project management resoufcethere is an
existingPIU within HURD (a department within MOHWhich is working on the SDP. It
is adequatelyesourcedand has experience tackling the issues to be addressed under
this project

(b) Clearly defining boundariesfor the informal setdments, includingthe number of
beneficiaries to be included under the projeantd enforing those boundaries to avoid
scope creep site boundaries and the number of households are already déefineslib
project areas are designatedsi¥A, and had prgously been mapped as part of the SDP
Staff of HURD performregular visits ¢ assist the DCA in enforcemeoitthe SDA

(c) Addressingstructural/systemic failurearising fromthe weak institutional framework for
the delivery ohousingi the project inaldesTA to assist irdeveloping a more detailed
remedial action plan arithplementingsomecorrective actionf the sectar

(d) Inadequate capacity ofmaller contractors in St Lucia i some training of small
contractors in StLucia has been done under t68eD B @asic Needs Trust Fund. In
addition,works have beemgroupedand implementatioscheduledo minimisedelays as
a result ofalimited number of qualified contractobeingavailable to do the work

(e) For sites and services projects, the design resqugnts of the sites must be explicitly
linked to the type of housing units to be bwuhich, in turn,should reflect the socio
cultural needs of theotential residentsi sites and services componesitdesigned to
accommodate conventional sindgémily or multi-family dwellings in accordance with
customary DCA regulatiorsndnormsin St Lucia.

3. PROJECT COSTS AND FINANCING

3.01. Theprojectis estimated to cost3$.019mn. A summary of th@rojectcost and financings
presented at Table 3.1.The detdied Project Cost, Phasing and Financing Plan is provided at
Appendix3.1. The st of infrastructure upgradess based on detailed drawings and engineering
estimates. The st of the sites and serviceis based on planning drawings and engineering estBna
using current and projected construction costs.
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TABLE 3.1: SUMMARY PROJECT COST AND FINANCING PLAN

($6000)

Items CDB! GOSL | TOTAL

Upgraded Settlements and Expanded Infrastructure 11,417 17,314 28,731
Enhanced Sector Capacity 1,188 40 1,228
Suppat Services - 1,297 1,297
Base Cost 12605 18651 31,256
Contingenges 3,340 538 3,878
Finance Charges 885 - 885
Total Project Cost 16830 19189 36,019
Convert to USD 6,233 7,107 13,340
Percentage Contribution (%) 46 54 100

L SFRi Repayable in 20 years after a grace period of 10 yeansjr#teeest rate of 2.5%.

This information is withheld in accordance with one or more of the exceptions to disc
under the Bankds I nformation Disclosul

3.02 GOSLwill provide land and finance project management costs as well as the design services for
the BexonDevelopment. GOSL, through HURD, will also be respdile for updatingsocioeconomic
surveysin the subproject areas.

4. PROJECT VIABILITY

TECHNICAL ANALYSIS

General

4.01 Community disruptionis minimised by avoiding relocation of residents wherever possible.
Relocation will be pursued where houses klaccess to other homes or where they have been erected in
vulnerable locations, such as on or near to existing water courses or unstable Spest lots have
been identified within the communities to accommodate relocated househotdsoundariehave been
determined in agreement with residents under the existing S@pEcial permissions have been granted
by the DCA (throughthe SDA)to allow lot sizes and setbachkat are less than would normally be
required under existing regulations. In someases these parameteyshough adequate for existing
structures, willconstrainany futureexpansiorbeyond the footprint of the existing building. However,
expansion upward, to a second storey, would still be possible.
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4.02 An alternative approach wa®nsidered that required relocation of most of the communities to
new sites to permitore efficientrationalisation of lots and supporting infrastructurehie settlements
However,this approach is more cosilgdditional land and substantially greatelocation costs) GOSL
does not have sufficient land available to support such an apmoaads all the suproject areaandthe
resultantsocialdisruption of existing communitigbat have been in place for some timeleemedo be
excessivandundesirable

Design of Civil Works

4.03 Detailed designs have been completed for all works except Bexon Developmerd an
additional contingenchas beenncluded for unforeseen cost§&enerally, @sigrs will be in accordance

with generally acceptedngineering standards and practice to provide technically viable solatidhs

least cost Drainage design will be based on-ini10-year storm which will provide adegte reserve for
adverse climatehangerelated impacts. Roads will be concrptwed (using Portland Cement) in areas
with steep slopes and asphalt in less hilly areas. Similar considerations have already been dpeplied to
settlement upgrade worksCDB staff fave examinedthe drawings andost estimates arare satisfied

that theyprovide an adequate basis firalising bid documentation.

4.04 As part of the project, a hazard assessment of each site and its environs will be carried out prior to
any construction work and a determination made as to whether natural hazards (ppriacuaslip and

torrential rainfall) might require any additional mitigation througtvised infrastructuredesign or
development restrictions. Arlavance has been made for mitigation works arising from the hazard
assessmentdut wheremitigation cos is considered to be excessive or the risk of personal injury
unacceptablealternative sitgdocationsmay beconsidered and substituted. The final list of-pubjects

to be implemented wil/ be subject to CDBb6s approv

4.05 Construction of roads armther works are not complex and should be well within the capacity of

a competent contractor. Howevidris likely that extensive manual labour will be required at some sites
where steep slopes, limitedehicular access and the need to work around diig structuresmay
preclude the use of heavy equipment. In addition, works at individual locations are of relatively small
value. GOSL proposes gpoup works to allow more efficient execution of construction

Site Selection

4.06 The following critefa were used igonsidering the siteto be included in the projecBites were:

0] within existing unplanned developments;
(i) lacking basic infrastructundservices;
(iii) in predominantly poor communities (in the lower incommtijes);

on publiclyowned lands

(iv) well-delineated (in terms of number of beneficiaries bmandarysurvey data); and

(v)  in an advanced state of preparation with respect to the availability of detailed @gewigns
the process of stakeholder consultations

4.07 The areas included in thisqject havesatisfied all the criteriamost of thework at (e) and (f)

having beercompletedunder the SDP Sub-projects aranainly locatedaroundrural and urban Castries

but alsonear VieuxFortand Laborie A Location Mapis provided in Figurel.l. Site selection for the

sites and services component is mainly determined by the availability of suitable Crown lands within the
Castries region (the area of greatest demand).
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ECONOMIC ANALYSIS

4.08 The sites and services nature of the project as wétleabeterogeneity of the housing stock, and
plot sizes in the target communiti@sits the use of conventional cdseénefit approachasatwould have
entaled the estimation ofeconomic rental value as a quantifiable direct project benediuding tre
assesgient of @onomic rates of returnHowever,the projectis expected to generatpialitativesocic
economic benefitsiiz

@ improved access to basic services;

(b reducedisk associated witdamage, losses, and waterborne diseases;
(c) improved land tenure securityand

(d) improved efficiency and governance in the sector

To facilitate the optimal use of project resourcgsbprojects were evaluated on the basis of economic
efficiencyin achieving the desired benefits.

SOCIAL ASSESSMENT

409 Thepoj ect is classified as fAiCategory Bdversender t
social impacts are likely to be minimal, mitigmt measures can be implemented easilgnificant social

risks are not anticipatedand substantial positive impactye expected fopoor and lowincome
households.

4.10 The upgrading of community infrastructure which is part of the continued regularisation of the
informal settlements, will contribute to enhanced living conditions and the overabeaialj of the 551

housholds residing in thé subproject sites. The social benefits will include easier access to social
servicessch as fire and ambul ance s etpaths;the edudtiontoftheo u g h |
risk to personal injury as a result of unsafe footpgastmel enhancechealth and sanitation conditigns

through access to piped water and better drainage

4.11 Increased property value is also an essential aspect of the infrastructure upgrading activities in
regularised informal settlements. Anecdotal accounts indicate that residents have been able to use the
value of their propersto accessoansto upgrade thguality of their houses and to extend their homes

by addingextra rooms for their childreriherebyeliminaing overcrowded conditions. Ownership and

the improved value of the property have also made it possible for the men and women residing in these
areas to access resources to finance tertiary education and training for their children and thereby provide
their families with an exit from poverty. Given the social structure of these settlements where women and
singleparent, femaldeadechouseholds arim the majority, and the practice where a larger proportion of
housing loans are issued to women, it is expected that this benefit will have significant positive impacts
on women residents in particular.

4.12 A key success factor in regularisation programnseshe promotion of local ownership and
involvement of residents through effective beneficiary participation at all stages of the project cycle.
MOH pursues this through the services of a social planner and that of a resident in each location who
serves a avolunteercommunity liaison officefCLO). The CLOsupports the social planner in the
implementation of community outreach programmes and serves as the main conduit between the Ministry
and the community. In addition, the Ministry draws on the eigeedf field staff from the Ministry of

Social Transformation, Human Resource Development, Youth and @f#O®) in organising activities

with residents in each community. While these arrangements have facilitated stronger public relations
and sensitisatn in some of the communities, they have not been supported by adequate documentation of
community action and socieconomic research. The regular collection, analysis and reporting of
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pertinent habitat data on informal settlements is essential for ripetitay of policies, successful project
implementation, and assessing programme outcdmé4OH is planning to address this deficiency by
undertaking a comprehensive seeimonomic survey in each of the project areas, to collect essential
beneficiary infomation and to assess the programme impact. It will therefore be a condition of the loan
for GOSL to provide the Bank with a copy of the seetmnomic survey report by Mar@&i, 2012.

4.13 Experiencefrom similar projects indicates that most contractors tendmploy as many local
residents as possibléelt is, therefore, expected that the project will provide employment for men and
women of the areas during the implementation phaSeich employment opportunitiesill likely
contribute to increased demand fgoods and services in the project areas asda result, men and
women who are not directly employed by the project are also expected to benefit from the temporary
increase in economic activity in the areas.

MACROECONOMIC IMPACT

4.14 At the macroeconomielv e | the project wildl trigger first
through increased capital spending. The | oan wil
However, CDB has sought to blunt the fiscal impact through thefugsryconcessionary resources. At

the microeconomic level, the project will generate positive wealth effects at the level of the household
given the scope for job creation in the project area. Beyond this, the upgrading of critical infrastructure in
target communities could allow for incremental gains in welfare and promote greater productivity.

ENVIRONMENTAL ASSESSMENT

415 Theprojecisassessed as gotantalty aagativenvirdnBental anpactsan be
addressedhrough appropriate mitigatiomeasures which will be incorporated into the project design.
Theinformal settlement projedites are already approved by thEasSDA. However, DCA will be
required to review requests for planning approval for the Bé&xewelopmentwhich is expectd to
incorporate effective mitigation against natural hazard evérte. likely environnental issues identified
include air quality safety and securify disruption and other nuisances to residents during
implementation; increased drainage andoffnand risks associated with landslides and land erosion.

Construction

4.16 The infrastructure works wilmainly be on slopes wbh are sometimes impacted Ineavy
rainfall. In some areas theredsidence ofand slipsand land erosioby waterwhich undemined some
residences. The Hazard Assessment which will be underéakpart of the projeatill inform thescope
and nature of infrastructure works and the decisionshi®@relocation of houses. In addition, given the
terrain and presence of water cees construction works would have to be planned and executed with
high regard forthe naturalenvironment andhe safety of residents ancbnstructionworkers During
construction the nuisances related to dust, noise and vibration would be addresapgrdpriate
management of construction materigfsom storage and application to disposal of spoily) the
contractors appropriate building techniqueand ongoing discussions between the commuratyd
project management. Effective public relationd e facilitated by theCLOs The contractors will be
required to exercise due care as part of their conteattshe Engineerig Consultants and ther&ject
Manager will monitor the effectiveness of implementation ofnvironmental safeguards during
implementation

11 Robin Rajack and Shrikant Barhat&rban Poverty and Habitat Precariousness in the CaribbeaSustainable
Development and Human Settlements Divisitig, Economic Commissiofor Latin America and the CaribbeaBantiago,
Chile, April 2004 pg 54
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4.17 This project will improve living conditions and provide residents easier access to sanitation and
emergency servicedmproved paths will assist residents in transporting their solid waste to the curb for
collection by the Solid Waste Magement Authority (SWMA). Collection will be facilitated by the
provision of storage areas at appropriate locatinrthe communitieslong the collection routes. It is
expected that SWMA will also be involved in community meetings prior to the $tadrk at theproject

sites, as well as in some existing areas, so that public awareness and education of residents regarding the
hazards associated with solid waste, and the need for its effective management, will be reinforced.

SUSTAINABILITY AND RISKS

4.18 A key aspect of the sustainability of this and other regularisation projects is the continued
involvement of the community. Under the SBE,Os had been established in each area and a public
awareness campaign is being implemented to maintain coitynmwolvement in the project and address
issues such as solid waste disposal. However, one of the key elements of sustainability is the functioning
of community committees to facilitate broader community participation. The Enhanced Sector Capacity
component will evaluate the need f@upport for these committees. Thigy include training for the
Community Development Officers from the MOS who will providesistanceuring the implementation

and operational phases of the projgeébstimplementationjnfrastructure maintenance (roads and drains)

will be the responsibility othe Ministry of Communications, Works, Transport and Public Utilities.
There will also be some opportunity for costovery through the sale of serviced lots at Bexon
Developmen

4.19 The majorprojectrisks include:

@) Desired level of institutional development is not achigveaalitputs of thdnstitutional
StrengtheningTA will permit better planning in the provision of adequate housing
particularly for households in the lower quintilie€DB and GOSL will agree priority
actions arising from the assessmesmid funds have beeset aside to permit
implementation okey recommendations

(b) Delays inproject implementatiomrising from limited contractor respon$eworks have
been packaged asibprojects and schedulesb asto encourageesponses from eligible
contractors.

5. IMPLEMEN TATION AND PROJECT MANAGEMENT

5.01 The Borrower isGOSL The project shall be executed through HURD in MGBINHC wiill
provide technical supportio HURD for theexecuton of the buiding and civil works component.

Project Management

5.02 The existing RJ within HURD that is involved in implementation of the SDP has adequate
resources and capacity to provide project management services. The cosistmtteof the PIU with
resources/expertise that are acceptable to CDB shall be a condition of theNi@ad shall engage or
appoint a Project Coordinator (PC) who slmdl responsible for the overafojectimplementation A
Project ManagerCivil Works (PMCW) shall be appointe® provide technical supporor the civil
works componenandoversee costructiorrelatedactivities. PC and PMCW shall be supportedtiogy
PIU, which shall include adequataccounting, clerical and other expertise to ensuresfaatory
implementation otheproject A Project Management Organisational Chart is providégppendix 5.1.
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Project Coordinating Team

5.03 A Project Coordinating TeanCT) will be established that shall, inter alia, have responsibility

for resolving interagency coordination issues arising from-pubjects to be financed from the proceeds

of the Loan. Thé&CTwill be chaired by the Permanent Secretary of MOHsradl comprise, but not be
limited to, representatives frojOS, MOH, the Ministry of FinanceMIOF), andSLNHC. Theproject
management arrangements, including the duties and relspitiesi of the PC, PMCWPCT, andthe
engineering consultants providing construction supervision services, are outlined at Appendix 5.2.
Formation of thd>CT shall be a condition precedent to first disbursement df tae.

Engineering Consultancy Servces
5.04 Design servicefor settlement upgradingereprovided under the existing SDRHURD will, in
accodance with the procurement procedures applicable to the Loan, select and engage engineering
consultants to be financed from the Loan pgrmovide addional design servicesreview contract
documents and perform construction supervisietvicesas necessary

IMPLEMENTATION

5.05 Theprojectwill be implemented over a period of approximat&ymonths commencing the last
guarter of 2011 andnding inNovember2015with the finalisation of a Project Completion Repod
provisionalProject Implementation Scheduseprovided at Appendi%.3andrelevantmilestone dates are
noted Projectstartup activities will include a Project Launch Workshop.

DISBURSEMENTS

5.06 It is estimated that disbursemenwill be made over a period aB8 months. The first
disbursement of thd.oan is expected to occur bfctober 31, 2012 and final disbursement by
DecembeR3l, 2015. The projecte@uarterly Disbursement Beduleis presented at Appendix4.

PROCUREMENT

507 Procurement wil/l be in accordanc eforwondultancC DBd s (
services C D B @&asidelinesfor the Selection and Engagement of Consultants by Recipients of CDB
Financing. Procuement will require both National and International Competitive Bidding

Procurement Plan is provided at Appenblis.

MONITORING AND EVALUATION OF OUTPUTS, OUTCOMES/RESULTS

5.08 Reports to facilitate monitoring of thpojectwill be providedthroughthe PC. As a condition of

the Loan, the PC will furnish or cause to be furnished to CDB, the reports listed in Appendix 5.6, in such

form or forms as CDB may require, no later than the times/period specified for so doing. The required
format for the QuarteylReport on Investment Costs is provided at Appendix 5.7. CDB staff will be able

to track theprojecb s per f or mance dur i n gprojeatrgpbrts submmttechbly theoPC, t hr o u
field supervision and periodic consultations. The Draft Resultsithtamy Framework (RMF) for the

projectis given at Appendix 5.8.

5.09 Apart from the impementation monitoring data, MOWill also collect data orbeneficiaries
through socieeconomic surveys of the households in the project areas. This will taslkihg the
overall performance ofettlement regularisation ithe sector. An M&E systemwill be established
including anappropriate ResukBased Matrix to monitor and evaluatproject performance and, in
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particular, the effectiveness and efficiency of tleéwery system fosites and servicesenure and basic
infrastructure, the outcomes, and the impad¥l&E activities are included in the draft TOR at
Appendix2.3.

510 I n accordance with CDB&s Pr o] eprdecti® acofdedrama nc e
composite rating of @ This is a highly satisfactory rating; indicating that phejectis very likely to

achieve its development objectives and thatptiogect performance is expected to be of a good standard.

A summary of theproject Performance Eafuation Matrix is shown atable5.1 This along with the

Logical Framework Matrix at Table 2.1 and the RMF, will form part efpfojecb M&E framework.

TABLE 5.1: PROJECT PERFORMANCE EVALUATION MATRIX

Projected
Performan

Criteria Justification ce Sore

Strategic GOSL continues to assign a high priority to the regularisation of unpla 7.0

Relevance settlements ande project is consistent with GOSIpslicies andstrategy
in the sector. The project al
pronoting broadbased economic growth and inclusive social developm

Poverty The project will improve the living conditions of loitmcome households i 75

Relevance St. Lucia and will contribte to the reduction of poverty amol
beneficiaries in the tartgd communities.

Efficacy The projectdesign incorporatesessons learned from previowsmilar 6.0
interventions. Project objectives are achievable based oprtigeess of
relevant components in the SDP

Cost It is not possible to quaify all the benefits of this project, however, giv 5.5

Efficiency the likely positive impact on the living conditions of lamcome
households, the employment generated in the construction sector a
multiplier effect of the income in local economies, project bienafill
outweigh costs. The dternative of relocation and reconstruction w;
identified as being too costlgndbr socially disruptiveand options hav
been crafted to provide the required benefits at least cost.

Institutional The project will provide TA to enhance the capacity of MOkh the 5.5

Development | delivery of services in the housing secamd support improvements

Impact efficiency and effectiveness. Funds have been set aside for |
implementation of select recommendations.

Sustainality | Notwithstanding fiscal constraintsGOSL remains committed to th 55
provision of adequate and affordable housing for its citizenhe
continued participation of the affected communities will be mobili
through community committeesMechanisms intte SDP (the revolving
funds) for continuing the regularisation progransmand provision of
adequate sheltavill receive support fronthis project, andhe achievemen
of seure tenuras expected to have a positive future impact on the s¢
economicstaus of beneficiaries. In addition, there will be some limite
recovery of costs associated with the sale of improved lots under the
and services component.

Overall Highly Satisfactory 6.2

Performance
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6. TERMS AND CONDITIONS

6.01 Itis recommended tha CDB | end to GOSL an amount from C
equivalent of six million two hundred and thitiyree thousand United States dollars (USD6.233 mn) (the

Loan) to assist GOSL in providing improved access to basic infrastructure and senviassdients in
selected areas in St. Lucia (the Project) on CDB.
terms and conditions:

(1) Repayment

Repayment shall be made in eighty (80) equal or approximately equal and consecutive
guarterly instalmentsommencing ten (10) years after the date of the Loan Agreement.

(2) Interest

Interest shall be payable quarterly at the rate of two decimal five percent (2.5%) p.a., on
the amount of the Loan withdrawn and outstanding from time to time.

3) Disbursement

@) The first disbursement of the Loan shall be made by October 30, 2012 and the
Loan shall be fully disbursed by December 31, 2015 or such later dates as CDB
may specify in writing.

(b) Except as CDB may otherwise agree:

0] the Loan shall be used to finance the comptmef the Project allocated
for financing by CDB as shown in the financing plan for the Project up to
the respective limits specified therein; and

(i) total disbursements shall not exceed in the aggregate -diarty
percent(46%) of the cost of the Project.

(c) The Loan shall not be used to finance any part of the cost of the Project which
consists of identifiable taxes and duties.

(4) Procurement
Procurement shall be in accordance with the procedures set out and/or referred to in the
Loan Agreement or such otheropedures as CDB may from time to time specify in
writing. The Procurement Plan approved by CDB is set out at Appendix 5.5. Any
revisions to this Plan shall require CDBO6s

(5) Conditions Precedent to First Disbursement of the Loan

@) PC referredo in subparagraph (8)(f)(i) below shall be appointed;
(b) PMCW referred to in suparagraph (8)(f)(ii) below shall be appointed; and

(c) PCT referred to in suparagraph (8)(d) below shall be in place.
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Conditions Precedent to Disbursement of the Construdiorks for each suproject

The hazard assessment consultancy referred to ipaayraph 8(f)(iii) below shall have
been completed and its recommendations incorporated into the final designs.

Conditions Precedent to Disbursement of the Constructionrk®Wdor Bexon

Development

The competent authority or authorities in St Lucia controlling construction works shall
approve the development and construction drawings and provide development permits as
required in relation to the Bexon Development.

Other Mnditions

(@)

(b)

(©

(d)

(e)

GOSL shall contribute to the project an amount of not less than seven million one
hundred and seven thousand dollars ($7,107,000) which shall be expended on a
timely basis on the components of the Project allocated for financing by GOSL
as shownin the financing plan for the Project, unless otherwise agreed with
CDB.

GOSL shall:

0] except as CDB may otherwise agree, execute the Project through HURD
of MOH, which shall have direct and overall responsibility for
implementation of the Project;

(i) carryout the Project at all times with due diligence and efficiency, with
management personnel whose qualifications and experience are
acceptable to CDB and in accordance with sound technical,
environmental, administrative, financial and managerial standards a
practices;

(iii) institute and maintain organisational, administrative, accounting and
auditing arrangements acceptable to CDB for monitoring the Project; and

(iv) by April 30, 2012, or such later date as CDB may specify in writing,
provide CDB with a copy of theociceconomic survey report.

Except as CDB may otherwise agree, GOSL shall during project implementation
maintain the existing PIU with the resources aexpertise set out in
paragraptb.02; and

Except as CDB may otherwise agree, GOSL shall establidhdaring project
implementation maintain a PCT with the composition and functions set out in
paragraph 5.03 and set out in Appendix 5.2.

GOSL shall, in accordance with the procurement procedures applicable to the
Loan, select and engage:
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(0 by October 312012, or such later date as CDB may specify in writing,
the consultants to provide the services set out in Appendix 2.3;

(i) by February 28, 2012, or such later date as CDB may specify in writing,
engineering/architectural consultants to provide the sexvéet out in
Appendix 5.2; and

(iii) a hazard assessment consultant to provide the services set out in
Appendix 2.2.

()  GOSL shall:

(0 engage or appoint a PC to provide the services specified in the TOR set
out in Appendix 5.2. PC shall serve as secretary to tie PC

(i) engage or appoint a PMCW, who shall be a member of the PIU, to
provide the services set out in Appendix 5.2; and

(iii) engage a hazard assessment consultant to provide the services set out in
Appendix 2.2.

(9) The qualifications and experience of any persaimsasquently appointed to the
positions of PC and PMCW shall be acceptable to CDB.

(h) GOSL shall submit to CDB for its review and no objection the final list of sub
projects to be implemented.

0] GOSL may substitute other sites/areas for inclusion in the Rrajter
agreement with CDB on the scope, phasing and financing required for the
individual subproject areas.

()] No substantial alteration shall be made to the design, drawings and specifications
for construction works for which CDB has previously givenfiti 0 o bj ect i or
without CDB6s subsequent review and Ano

(K) GOSL shall, within a time frame acceptable to CDB, implement such of the
recommendations arising out of the consultancy service set out in Appendix 2.3.

0] Except as CDB may otherwise ag@@®SL shall furnish or cause to be furnished
to CDB the reports listed in Appendix 5.6 to this Report in such form or forms as
CDB may require, not later than the dates/periods stated for so doing.
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DETAILED MACROECONOMIC OVERVIEW

ECONOMIC PERFORMANCE

1. After declining by 1.3% in 2009, indications are that the St. Lucian economy began to recover in
2010, posting growth of 4.4%. However, given sluggish performances in the tourism and construction
sectors and a fall in agricultural production in the first @ths of the year, real activity is projected to
slow to 2% in 2011.

2. In the near term, the tentative global recovery coupled with reduced airlift and marketing will
continue to adversely impact tourism, while construction activity may slow as existirig nears
completion. Agricultural output is also expected to be hampered by the lingering effects of Hurricane
Tomas and increased incidence of ispbt disease. The deterioration in public finances evident since
2008 is likely to persist as a number @dchl pressures particularly on expenditures are expected in
FY2011/2012. These include the need to stimulate activity in the tourism sector, reducing the burden on
poor and vulnerable groups and a desire to accelerate the reconstruction effort folh@wimpact of the
hurricane. Activity in the financial sector may also continue to be characterised by sluggish private sector
credit as households and businesses continue to adjust following the global economic crisis.

3. The medium term outlook is expectadbe slightly more favourable as some capital works are
expected and the global economy continues to recover, albeit at a very slow pace. Tourism and
construction are therefore expected to be the main fillips of growth with activity in the tourism secto

being supported by additional airlift, particularly out of Canada, and construction activity benefitting from
slightly higher capital inflows and the i mpl ement
the future of agriculture is somewhat ertain given its vulnerability to environmental conditions, the

sector will nevertheless continue to be an important feature of the economy, providing-aeadet

source of employment to the country.

4, There are however, significant downside risks toghmvth prospects and include high fuel and

food prices, the recent downgrade of the US credit rating, thgoiog debt crisis in the Eurozone, and

restrictive fiscal policies in some advanced economies. These issues, particularly those with respect to

the US and Europe, have raised fddagros reaelcewstsoveonnt a gAin
effects to the region will likely occur through the main trade and investment channels i.e., tourism,
foreign direct investment and remittances. GOSIL tierefore need to heighten its surveillance of the

global environment and adjust its policies accordingly.

PUBLIC FINANCES

5. There was notable deterioration in public finances in FY2010/2011, as satisfactory revenue
growth given the stillincertain glbal environment was outpaced by rising recurrent expenditures, and a
sizable capital works programme compounded by restorative action in the wake of Hurricane Tomas.
Fiscal savings are estimated to have fallen from 2.4% to 1.1% of GDP, while the ovirdlixddened

from 3.9% to 5.8% of GDP.

6. Total revenue and grants rose by 4.5%, mainly on account of rising capital receipts and
collections of taxes on goods and services and international transactions. These categories were able to
benefit from additioal aid inflows to help St. Lucia address the-fait from the hurricane, the general
increase in economic activity in 2010 and rising fuel prices. Taxes on incomes particularly on individuals
also contributed to the favourable outturn as taxes would lbeewe levied on an expanded income base
following wage increases.
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7. Higher outlays on both recurrent and capital items precipitated a 13.6% rise in total spending in
FY2010/2011. Within recurrent expenditure, which rose by 9.9%, wages and salaries réwoidiegbst

increase (up 8.5%) on account of higher government employment and payments made in accordance with
negotiated wage settlements. There were also greater outlays on goods and services as a result of higher
rental fees and utilities, while these in interest payments mainly reflected the rescheduling of foreign
interest payments. Transfers and subsides also rose during the year as government increased support to
the transportation sector, the fisheries-sabtor and further subsidised cookgegs. Capital expenditure
expanded by an estimated 24.2%, since in addition to thgoiolg work on sites such as the National
Hospital, National Wellness Centre, and the gmacessing plant, GOSL had to focus on significant road
reconstruction/rehabilition and restoration of buildings damaged by the hurricane.

8. Owing to the deterioration in fiscal performance, the total debt stock rose by 11.4% to
$2,036.6mn. This reflected an 18.6% rise in domestic debt as GOSL continued to borrow on the regional
government securities market, and a 5.5% rise in external commitments to multilateral agencies.

Prospects

9. Further deterioration is likely in FY2011/2012 as a number of fiscal pressures are expected
(seeTable 1 below). These include higher tourism sutiges to enhance the promotional effort in the
wake of a relatively lacklustre year, higher fuel and food subsidies, some acceleration in the pace of the
post Tomas reconstruction effort, and wages and salaries on account of rising employment in the public
service and the salary increase awarded to senior public servants. Additionally, elections will be held this
fiscal year and as such there may be further growth in capital expenditures.

10. Over the medium term there is a risk that public finances may centinbe strained in light of
planned capital projects; particularly if measures to curtail the growth in wages and salaries, subventions
to statutory corporations and to rationalise food and fuel price subsidies are not implemented. There is
also the pasibility that GOSL may be required to provide some support to the financial sector,
particularly as it relates to the resolution of the BAICO/CLICO issue. However, the fiscal burden is
expected to be eased with the planned implementation of a numberfooinge such as the
implementation of a value added tax and new property taxes, improved Public Sector Investment
Programme management and budgeting processes and enhanced procurement processes.

11. It is expected that GOSL will have to incur additional debtreet its financing requirements.
The impact on debt sustainability will depend on the extent to which it can successfully diversify its
portfolio; especially given St Luciabs dominance

concerns of instittional investors about high exposure to the country. It is likely that GOSL will be able

to leverage its decent economic performanceéwis other Organisation of Eastern Caribbean States and
perceptions of sound economic and fiscal management totatatas that are favourable given the

current climate. Additionally, the concessional financing provided by the Project should also contribute
favourably to GOSL&6s efforts to achieve more sust
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TABLE 1: SUMMARY OF FISCAL OPERATION S (20092013) AS % OF GDP

ltem 2009 | 2010 2011 2012 2013
Total Revenue 26.5 26.2 26.3 27.1 26.4
Total expenditure 30.4 31.9 33.0 31.0 29.8
Wages and salaries 10.4 10.5 10.1 9.9 9.7
Goods and Services 4.3 4.3 4.4 4.4 4.4
Pensions 1.9 2.0 2.0 2.1 2.1
Transfers and subsidies 3.0 2.9 3.0 2.6 2.6
Interest 2.8 3.1 3.4 3.9 4.0
Capital Expenditure 7.9 9.1 10.1 8.1 7.0
Primary Balance -1.0 -2.7 -3.3 0.0 0.6
Overall Balance -3.9 -5.8 -6.7 -3.9 -3.4
Total Debt 63.2 65.2 70.3 72.4 72.2
Externd Debt 33.7 32.0 36.8 40.7 42.9
Domestic Debt 29.5 33.3 34,5 31.7 29.3
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DETAILED SOCIAL CONTEXT

Demography

1. St . Luciads 2010 Census puts the population a
corresponds to a growth rate of 0.5% p.a.; Wwelbw that of the other Englisdpeaking countries in the

Region, which have an annual average increase of 1.0%. The population is almost evenly divided
between males and females and is quite youthful with about 50% being under the age of 30. The 2010
Census also indicates an increase in household formation with the number of households increasing by
almost 24% between 2001 and 2010. The increase in the number of households is, in part, associated
with the population increase, bi’
it is also a functiorof decline in
the traditional extended family
structure and the increasin
number of single parent an
nuclear family types. This ha:
resulted in a significant reductiol
in the average household size
the last three decades. In 199
the average houseld size was 4
persons per household, in 2001
was 3.3 persons and it reduce
further to 2.8 in 2010.

FIGURE 1: POPULATION DISTRIBUTION BY DISTRICT

2. High rural to urban

migrationt has also been ar

important demographic

characteristic of the country foi

the last few decades. Fc.

example, populatin movement from the rural southern districts to the more urban northern districts
resulted in the districts of Castries and Gros | s
This movement continued in the last decade, to the extentthae s har e of t he count
residing in these districts, as indicated in Figure 1, increased to 55% in 2010. Along with this has been
movement also from the city centre to areas on its periphery. Although the Castries district maintained its
paosition as the most populous part of the country, accounting for 40% of the population, there was also
significant movements from the more urban parts of the Castries district to other sections of the district as

well as to some of the neighbouring didtris . I n 2010, the popul ation res
by 67% and that of ACastries Suburband by about 3
63%. Along with this, there were increased population shifts to some of tharpandistricts like

Canaries, which had a population increase of 14%, and Soufriere and Vieux Fort, each increasing by 11%.
Gros Islet continued to be a major magnet for new residents. It grew by about 21% between the last two
censuses.

! While rural to urban migration is attributed to limited economic activities in the rural areas and consequential

high poverty levels, the reasons for the movement out of the ceaftal of the Castries district to neighbouring
communities is less apparent. However, some have associated it with an increasing incidence of urban crime,
availability of land, and the movement of persons in the higher-sacnomic groups to other parf the county

like Gros Islet where it is possible to obtain more secure and spacious housing and surroundings with convenient
access to amenities.



