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I. OBJECTIVES AND LOGIC OF THE PROJECT

A. Develooment Objective

The objective of the Eastern Spaboard Development Programme is
primarily to decentralize industrial development and population growth from
the Bangkok Metropolitan Area and, secondly, to make a substantial
contribution to industrial growth, diversification of exports, foreign
exchange earnings/savings and generation of aemwloyment. The Eastern
Seaboard Progranme is one of the RTG’s highest priority programmes which
was emphasized in the 5th Five Year Develooment Plan (1982-1986) and
continues to be emphasized in the 6th Five Year Plan (1987-1991) as well as
the UNDP Fourth Country Programme (1987-1991).

B. ESB Programme Backaround

The Eastern Seaboard Programme is an integrated industrial development
designed to decentralize industrial and population growth from Bangkok by
creating attractive alternative locations with internationally competitive
industrial infrastructures, services and incentives for private industry
and to develop basic and linkage industries which better utilize Thailand’s
rat'ral resources. The two highest-priority growth poles are in Laem
Chabang (the site of the new containerized cargo port and Export Processing
Zone/General Industrial Estate for latour-intensive, export-oriented and
light industries) and in Map Ta Phut (the site of the industrial estate
with back-to-back industrial port facilities for heavy industries and
natural gas/petrochemical industries). The Frogramme involves total
public/private investment of approximately US $6,000 million between 1987
and 1997 including major investmants in upstream and downstream
petrochemical plants, a chemical fertilizer plant and around US $600
million in  government-supported infrastructures. Infrastructure
investments include a deep-sea containerized cargo port, a deep-sea
industrial port, two industria! estates, water pipelines, railroads, roads,
utilities, wrban areas, low income housing and all necessary social
services to attract and support the industrial development.

A1l components of the Programme are being physi~ally implemented by
various government agencies, state enterprises, newly-formed private
corporations with minority goverrment ecquity participation and totally
private companies. The Programme is managed at the policy level by the
Eactern Seaboard Development Committee (ESDC), chaired by the Prime
Minister, with representation by all concerned Ministr ies. The Center of
Integrated Plamning Operations, a technical division of NESDB, was assigned
as the secreta~iat to the ESOC awring the plamning staga to coordinate all
components of the Prograame. As the Programme moved toward implementation,
the Office of the Eastern Seaboard (OESB) was created as a unit of NESDB to
coordinate, control and monitor the implementation phase of the prograsme.

A comprehensive masterplan study of the Eastern Seaboard was comleted
in 1982, followed by detailed feasibility studies in 1983 and 1984 for the
Map Ta Phut and Laem Chabang dv¢ opment areas. Based on these feasibility




studies and various other industrial feasibility studies, an initial
development phase for each sub-project was defined and detailed engineering
desions of the majority of the infrastructure projects were completed in
1984-1986. Financing of the detailed designs and construction of most of
the mjor infrastructures is supported by loans from the Overseas Econamic
Coogperation Fund (OECF) of the Japanese Government and most funds have
already been secured in the 10th-13th Yen Loans or agreed n principle for
the 14th—-15th Yen Loans. Local conponent costs are to be provided by the
RTG budget, state enterprise capital funds and govermnment guaranteed bonds
issued by the state enterprises. The LCB Port, MIP Industrial Estate and
Nong Kho-LCB Pipeline and the first stage petrochemicals plants (1 upstream
and 3 downstream) are now under construction and the Government has
approved the immediate construction of the LCB Bxport Processing
Zone/General Industrial Estate and the MIP Industrial Port. The second
stage petrochemicals masterplan has been approved by the ESODC and 14
private downstream plants are expected to be given Board of Investment
priveleges and proceed to physical implementation in the near future. With
the majority of the MIP and LCB developments now moving firmly to
implementation, the Goverrment must now concentrate on  programme
coordination, control and monitoring and preparations for the operations
stage ‘0 ensure that the full potential of the ESB Programme is realized.

C. Immediate Qbjective

The 1immediate objective is to assist the Office of the Eastern
Seaboard (OESB) in establishing appropriate operational systems for
amalysis and reporting of financial/operational results of implementing
agencies and government supported infrastructures and in formulating
infrastructure operations and pricing policies.

D. Projec'. Backaround

This project 1is a follov - project to DP/THA/83/009, Financial
Plamning Services to Easter). caboard, under which long-range financial
plamning and analysis systems were designed and implemented and counterpart
staff trained at CIPO/OES8 and some executing agencies for the plamning
stage of the ESB Programme. The earlier project was instrumental in
establishing the financial planning system as the primary tool for overall
Programme plamning and for all financial-related recommendations to ESDC
and made a major contribution in reducing the programme initial investment
by US$ 350 million by staging of infrastructure development and in gaining
Government approvals to proceed with the most promising portions of the
Programme.

This follow-on project was primarily designed to further train OESB
staff in the financial plamning systems through on-the-job application to
current issues (especially in the area of formulating infrastructure
operations' and pricing policies) and to design and implement reporting systems
for financial and operational results of the infrastructures with initial
investment costs of around US$ 600 million. UNDP inputs of 21 manmonths were
requested by OBSii for the Financial Plenning and Mangement portion of the
project in order to fully accomplish the project objectives. But the project
input was reduced to 9 months in the project A-cument finalized in the field
by the SIDFA, although the overall scope of outputs/activities was
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unrealistically kept the same despite objections from OESB and the experts
concerned. OESB was forced to prioritize the activities to be undertaken
within the alloted 9 manmonths and the expert submitted a Workplan (seenext
page) to UNDP/UNIDO in Deceaber, 1987 (when the project document had finally
been approved) which showed which outputs/activities could realistically be
accomplished and which could not be fully attained. OESB submitted a request
to DTEC for an extension of the project by a further 7 months (to year-end
1988) in order to meet minimum requirements for implementation of the
reporting system and to assist in major financial policy issues outstanding in
LOB and MTP Port pricing and operations. This request was rejected with the
result that there are three major areas outstanding for which OESB will, no
doubt, require further financial technical assistance:

(1) full implementation of the financial reporting system to monitor
and control the construction/operation of US $600 million of
government-supported infrastructures.

(2) privatization and pricing of operations of the Laem Chabang
Containerized Cargo Port which is now under construction (US $200
million).

economically and financially optimal design revisions, operating
systems and pricing for the MIP Industrial Port which is now
being redesigned and is approved for immediate construction (US
$100 million).
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II. ACTIVITIES AND OUTPUTS OF THE PROJECT

The major activities and outputs of the project may be reported
under the following headings as shown in the Workplan:

A. Financial Plans

B. Infrastructure Pricing

C. Critiques/Recommendations/Studies/Proposals

D. Financial Reporting
As the Terminal Report for the previous project (DP/THA/83/009) 1listed
activities/outputs only through 27 May 87, the activities/outputs listed
here are for the period 28 May 87 - 27 May 88 in order to give a
comprehensive listing even though this project officially started 26 August
87.

A. Einancial Plans

At the conclusion of the previous project (DP/THA/83/009), the
Financial Plamning System was well established as the primary tool for
project planning and analysis sand the basis of all reconmendations related
to financial/economic issues of the Programme. This Project was intended
to further consolidate the benefits of system implamentation through
extensive on-the~-job training by application of the system to the
ref inement and updating of the MIP and LCB Financial Plans and to analysis
of current critical financial issues; especially in the area of
infrastructure pricing. These updates and the analyses were performed in
close ocooperation 1in every detail with the counterparts. Primary
counterparts at the detailed level were Messrs Pitak, Sinchai, Pornchai and
Dr. Channaronk and at the management/policy level Messrs. Manas, Patnai and
Dr. Savit.

1) Laem Chabang Financial Plan Update - Issued 13 Dec 87
This update of the Plan incorporates the LCB GIE/EPZ detailed
design results and pricing decisions of ESDC, the LCB Port
construction contract pricing and preliminary reconmendations on
operating and pricing policies, LCB preliminary social services
and other infrastructure plans. (See Amex 1 for Executive
Sumary).

2) Map Ta Phut Financial Plan Update Issued 30 Mar 88
This update of the Plan incorporates the revised-scope MIP Port,
the MIP IE/UA construction contract pricing and pricing policy
decisions of the ESDC, second stage petrochemicals industry
development, MIP preliminary social services and other
infrastructure plans. (See Amex 2 for Executive Sunmmary).

8. Iofrastructure Pricing

wWith the majority of the infrastructure projects now proceeding to
construction, determination of the goverment’s policy for infrastructure
operations and pricing is of utmost importance to Programme implementation.
This is to allow private industries to proceed inmediately and to enswre




recovery of government investment cost and appropriate capture of benefits.

The pricing policy of the LCB and MTP Industrial Estates was the
highest priority because of the stage of construction and the interest of
private investors to immediately locate their plants in the IE’'s. Following
a long process of meetings and negotiations with NESBD, Ministry of
Finance, IEAT and the ESB Sub-Comnittee, the ESDC accepted the recommended
Tease-only policy and established lease rates, terms and conditions. LCB
and MIP water rates (raw and treated) were previously provisionally
approved by the ESDC. Revised calculations were prepared to confirm
the validiLy of these recommanded rates based on updated construction cost
and water demand information. Preliminary estimates of LCB Port container
terminal leasing rates (based on cost-of-service principle) were prepared
as the basis for operations policy anmalysis and revised in conjunction with
the PFI Port Privatization Study. Preliminary pricing analysis for the MIP
Port liquids cargo rates was performed to confirm the feasibility of the
reduced-scope MIP Port. Extensive additional work is required for
preparation of recommendations to ESDC on operations and pricing policies
for both LCB and MIP Ports. The formal outpust listed below were prepared
at the detailed level with Messrs. Channaronk, Pornchai, Pitak, Sinchai,
Saksit and Chintanaa and at the management/policy level with Messrs Manas
and Pathai and Dr. Savit.

1) LCB Industrial Estate Pricing

- Qost Basis Calculation 28 May 87
- Pricing Proposal to Minister of Finance 5 Jun 87
- Pricing Proposal Revision 10 Jun 87
- Pricing Proposal Update 3 Jul 87
- Fimal recommaendation to Sub~-Committee 14 Jul 87
- Reconmendation to ESDC 27 Jul 87
2) MIP Industrial Estate Pricing
- Cost Basis Calculation 28 mMay 87
- Pricing Proposal 18 Jun 87
- Pricing Proposal Update 25 Jun 87
- Fina)l Recommendation to Sub-Committee 14 Jul 87
- }..oommendation to ESDC 27 Jul 87
3) MIP Urban Area Pricing Policy
= Pricing Propoeal 18 Jun 87
- Alternative Pricing for Private Investors 11 Sep 87
4) LCB water Pricing (Raw/Treated) 13 Dec 87
(See LCB Financial Plan update)
5) MIP water Pricing (Raw/Treated) 30 Mar 88
(See MIP Financial Plan update)
6) LCB Port Terminal Lease Pricing
- Preliminary Estimates (before PFI) 13 Dec 87
7) MIP Port Pricing
- Liquid cargo pricing sensitivity 19 Jan 68

(see MTP Port Feasibility Review)
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LCB Industrial Estate Detailed Design: The advisor and
counterparts (Messrs. Manas, Kriangkrai and Dr. Channaronk)
continuously assisted IEAT in the guidance of the Jesign
consultant and prepared the following formal comments for
changes of / incorporation in the detailed design:

- QOESB Comments on Inception Report 5 &kn 87
- OESB Comments on Preliminary Design 11 Sap 87
- QOESB Comments on Draft Final Design 18 Dec 87

Construction/Supervision Tender Evaluation: The advisor and
counterparts advised and sssisted the executing agencies
(IEAT/PAT/PWD) in various aspects of the processes of
prequalification, tender e aluation, contracting and approvals
from RTG and OECF which resulted in accomplishment of the
milestones listed below during the project period:

MIP Industrial Estate Construction - Tender Eval

- Construction bid opening 10 Jun 87

- Sign Construction supervision contract 20 Aug 87

- S$ign construction contract 20 Oct 87
LCB GIE/EPZ

- Oontractor Prequalification Feb 88

- Construction bid opening 9 May 88

- Tender Evaluation NOW in progress
LCB Port Construction - Tender Eval

Open Bids - F/C,L/C analysis 26 Jun 87

- 1st Clarifications from Contractors 23 Jul 87

- 2nd Clarifications from Contractors 14 Aug 87

- Sign contract 2 Oct 87

- ITDC Financial Capacity Comments to OECF 30 Oct 87

- Notice to Proceed 24 Dec 87
Nong-Kho /LCB Pipeline

- Sign contract 9 Oct 87
MTP Port

- Revise Detailed Design TOR 24 Mar 87

~ Tender Eval delayed to Oct 88

MTP Port Feasibility Study: The advisor had primary responsibility
for the MIP Port Feasibility Review preparation as it entailed the
coordination of the MIP industrial development plan (especially
Petrochemicals Stage 2), materials balance plan, port physical
optione and investment costs, port cargo/productivity/berth
requirements planning and port operations and pricing policy
analysis. Major formal outputs of the advisor and counterparts
(Messrs. Manas, Pitak, Pornchai, Chintanaa and Dr. Channaronk)
which led to the ESDC approval to proceed with the construction of
a reduced-scope initial port were as follows:
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- Options Proposal
~ Draft for Dr. Snoh/NESDB 17 Jul 87
- Revised for Sub—Com. 20 Jul 87
- MIP Port Cargo/Productivity
Berth Requirements Model

- First Iteration 8 Sep 87
- Updates Continuous
- Feasibility Review - Prelim. Jbservations 7 Oct 87
- Presencation to Sub—Comm. 30 Oct 87
- Presentation to ESDC 19 Jan 88
- Implementation Recco to Sub-Com 1 Mar 88
- Revise Recco for Sub—-Comm 8 Mar 88
-~ QECF Approvals - Draft to CECF Rep 5 Feb 88
1 Mar 88
- Final to OECF Rep 24 Mar 88
- Answers to CECF Questionaire 1
- Draft 1 Mar 88
- Final 24 Mar 88
- Answers to OECF Questionaire 2 12 May 88
- Detailed Design ‘R
- Draft 19 Jan 87
- Final 24 Mar 87

Petrochemicals Stage 2 Strategy Racommendations: Masterplan was
prepared by a Study Group appointed by the ESDC and chaired by
the Dep. Min. of Industry with participation by OESB, PTT and
NPC-1. The advisor's counterpart, Dr. Channaronk, was OESB’s
principle contributor (as representative of Dr. Savit) and was
advised/assisted by the Financial Plamning Advisor who was
simultaneously involved in material balance/cargo generation
aspects of Petrochem Stage II for MIP Port planmning.

- Petrochem Seminar 14 Sep 87
- OESB Material Balance plans for MIP Port Continuous
- Masterplan approved by ESDC 19 Jan 88

LCB Port Privatization Study: OESB is responsible for preparing
recommendations to ESDC for the operation and pricing policy for
LCB Port. With the port now under construction, this task is very
urgent because of the long lead time required to get private
operators contracted and in-place before the construction is
completed. CESB has commissioned Port of Felixstowe Int’l to
conduct a Port Privatization Study in order to better understand
the private sector perspsctive and the most effective method of
privatization. The advisor and counterparts (Messrs. Pathai,
Kriangkrai and Dr. Savit) participated in all aspects of the study
management. Extensive additional work is required, especially in
the area of operations policy and terminal pricing, before
recoomendations can be submitted to ESDC by the November, 1988
deadline. Formal outputs include:
- Comments on Inception Report 22 Sep 87
~ Container Terminal Pricing Recco ~ Pralim 13 Dec 87
- Revision of Container terminal Pricing with PF1

o Invest./Opns Cost analysis 1 Apr 88
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- Comnents on Draft Final Report 19 Apr 88
- Policy/Planning Summary for NESDB (Dr. Shoh/ Apr
Dr. Phisit)

6) Inland CFS Study - Advisor and cou.terparts assisted in orientation
and initial workplan development of study team in Mar 88. Full
study started in late April 88. Inception report due for review
late May. Successful ICFS development is crucial to LCB Port
operations.

7) BPZ meratlons/Pramt'lm Study - Advisor and counterparts assisted
in orientation and in development of initial work plan of study
team. First Preliminary Report due May 88.

8) Pattaya Greater City Development Plan - start-up delayed

9) Teleconmunications Privatization Proposal -~ Initial submission of
British Teleconms was reviewed for commercial feasibility but
documents, as submitted, were rejected as not in sufficient detail
for analysis. On- hold pending further policy direction by MOC.

10) OECF Loan Discussions - Currently preparing documentation to
support requests for project funding under OECF 14th Yen Loan and
extensive documentation for project scope changes on 1itn—-13th Yen
Loan projects.

11) MTP Social Service/Finance Plans: Preliminary plan prepared by NeC
with input/screening assistance from OESB. ESDC appointed NESDB
Social Division to review overall plan and coordinate with OESB for
recommendation to ESDC as soon as possible as s.cial services are
seriously lagging behind industrial developments. Or. Kumropluk
and Khun Thaneerat were tne primary counterparts.

- Resolution by ESDC for Social Sub—-Comm. 19 Jan 88
- Preliminary plan in MIP Financial Plan 30 Mar 88

12) LCB Social Services/Fiance Plans: Preliminary plan developed in
conjunction with Min of Interior. Also to be screened and reviewed
with NESDB Social Division and recommendation to ESDC as soon as

possible.
- Screening Review by CESB (Mol, PWD, OESB) 29 Sep 87
- Preliminary plan in LCB Financial Plan 13 Dec 87
- Resolution by ESDC for Social Sub—Comm 19 Jan 88

13) Other Major Activities/Outputs:

IEAT Financing Requiremets Analysis 18 Jun 87
(LCB IE, MTP IE/UA/Port)

MTP Industrial Planning Model -
(Industr ies/Mater ial Flow/Transport Regnt’'s/Port Traffic)
~ First Iteration 8 Sep 87
- Updates Cont inuous




Effective Forts Management and Operations Systen:

- QESB Comments on Progress Report II - 27 May 87
— Comments on Draft Final 22 Nov 87
LCB New Town Planning Model
— Update system for IE Lease/Employment/ 11 Sep 87
Popuiat ion/Water /Hous ing Cont inuous

PAT - LCB Port Financing Requirements Analysis

- Initial Proposal 22 Jun 87
- Revised Proposal for MoF/icSDB 2 Jul 87
LCB Port Loan Status for 14th Yen Loan Request 2 Jul 87 .

Update 2 Oct 87
Sri Racha/L(CB Railroad Spur
- Preparations for QECF 14th Yer. Loan Jan 88
Sattahip/ MIP Railroad
- Preparations for OECF 14th Yen Loan Jan 88
- Cargo Demand Projections/Market Potential Survey 26 Apr 88

D. Financial / Operational Reporting Systems

The expert and counterparts surveyed the existing
internal finanical/accounting/operational reporting systems of the state
enterprise and government executing agencies and the existing/proposed
Tegal reporting requirements established by the Central Accounts Division,
Conptroller General, Ministry of Finance. OESB then prepared standardized
reporting formats for both financial and operational reporting which meet
the minimm requirements for Progranme monitoring and control.

As the Executive Order specifies that the financial reporting
will be done through the CAD (and not directly to OESB), it was necessary
to work closely with CAD staff to finalize mutually acceptable reporting
formats. The Permanent Secretary (Finance) has now submitted his official
recommendat ion for methodology of account-splitting for
cons ideration/approval by ESDC and OESB has officially submitted the
reporting formats to CAD for inclusion in the system. Both the account-
splitting proposal and reporting format proposal must now be approved
by the ESDC Sub-Conmittee for Implementation before actual reporting can be
implemented. This Jegal requirement has caused a delay in the planned
implementation of the manual reporting system.

In addition to the financial/accounting system and formats, OESB
has developed the initial operational reporting fornats for completion by
the executing agencies on a monthly basis. Both of these formats are to be
presented to representatives of the executing agencies 1in a workshop to be
held as soon as possible to kick~off the actual reporting. A detailed
reporting framework/operations manual for the system has also been
prepared.
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This 1listing includes only the major outputs/activities and 1is
not exhaustive. It gives an indication of the scope and breadth of the
activities and outputs of the expert and his ocounterparts and the
involvement of financial planning with all aspects of planning/operations
of the ESB Programme.

A1l outputs listed above are available for review at OESB.

E.Counterpart Training Suwmary

With the exeption of a Tlimited nuwber of seminars and
presaentations, the majority of the training effort has been direct on-the—
Job transfer of knowledge to counterparts through applications of financial
plaanning and analysis to real world operational requirements. This
transfer has been at both the managament and detailed levels.

The most important contribution of training at the management
level has been to train senior managers to effectively apply the techniques
and concepts of financial plamaning (with which some were familiar) to
practical management of problems and resolution of policy issues of the
Programme. 1In a complex multi-dimensional programme such as the ESB, it is
imperative to have coordinated and interdependent physical planning and
financial plamning. Prior to this project and its predecessor, CIPO had
concentrated almost exclusively on the physical planning aspects. However,
through participation in the implementation of financial plamning systems
and through demonstration of the value of the systems, the managers now
realize that finance is one cf the most convenient focal points for the
overall management of the Programme besides being an absolute necessity for
arranging needed budgets and loans and addressing other "financial™ issues
like financial feasibility analysis, pricing, progress monitoring, etc. Of
course, the managers are not involved in the detailed calculations or data
base management but all now have a more substantial understanding of the
basic financial concepts, understand the format of the financial plamning
system (including its capabilities and limitations) and have a very solid
understanding of the financial issues of all of the sub-projects in the
ESB Programme and the overall macro—economic impact of the programme on the
Thai economic situation.

This project has concentrated on consolidatin~ "he benefits of system
implementation at CESB through very detailed and ¢ -austive involvement of
counterparts at all stages of the financial plamning and analysis work.
The following schedule 1lists the counterparts by function and level of
training/technical transfer:
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ASSISTANCE TO OFFICE OF EASTERM SEABOARD
(DP/THA/81/08)
COUNTERPARTS 8Y FUNCTION

INFRASTRUCTURE STUDIES!
PRICING/ PROPOSALS/ FINANCIAL/
FINANCIAL OPERATING RECOMMEMDATIONS. OPERATIOXS
COUNTERPART PLARRING SYSTENS ANALYSIS REPORTING
Or. Savit Bhotunhok, maiP) 0(P) MN(F) RON(P}
$B Director
¥r. Namas Sanguandikel, o(P) m{P) (1] -
0ES8 Coordimator, Imdustry/
Industrial Isfrastructures
Nr. Pathai Metharom, (4] {P) ou(P) -
0ES8 Coordimator, LCB Port
Or. Kvmroplek Ssrasawadii, ] - DOD(P) -
Professor Kasetsart Umiv. and
0ESB Urban/Social Coordisator
Nr. Pratheed Choataketts, . ] L | -
IEAT Deputy Governmor, ESE Projects
Nr. Charoen Yarrasingh, L] 1] ;] -
IEAT Technica! Pirector
Nr. Pornchay Ruchiprapa, DDD(P) 0D0(P) poBIPi BoeBIR}
Pelicy § Planming Analyst,
Chief. Office of OESE Director
Or. Channaronk Chandrachote, 0DDIPI DBbiP) 0OD(Pi -
Policy & Planning Analyst,
Financial;Incusirial
Nr. Pitak Chitchak, poo(P) DDD(P) DDD{F) p0BLP)
Policy ¢ Planning Analyst,
Financial/Comcuter Systems
¥r. Sischkar Nungkofcun DOO(P) 0DD(P) boD DORIP)

Economist/Statisticel Analyst,
Financial Planning

¥s. Chintanaa Sukulpraham - boD{Pi COB(P)
Policy § Planning Anaiyst,
Industrial/Eneroy

Br. Eryangkrai Baonyayothin - - 0DB(P}
Policy 4 Plannm* nalyst,
Infrastructure Planning/ngat

¥r. Thaneerat Siriprachana - - popip)
Policy & Planning Analyst,
Urban/Socis] Planning

Wr. Satsit Suksumake 000 ODD(P} 000
IEAT Project Engineer. ESB

NNM = Management leve) counterpart
00D = Detailed level Counterpart
iP) = Primary
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Despite the successful technical transfer so far, OESB
requested and needed a further 7 months of financial technical assistance
in the three areas previously mentioned:

(1) full implementation of the financial reporting system to monitor
and control the construction/operation of US $600 million of
government-supported infrastructures.

(2) privatization and pricing of operations of the Laem Chabang
Containerized Cargo Port which is now under construction (US $200
million)

(3) economically and financially optimal design revisions, operating
systams and pricing for the MIP Industrial Port which is now
being redesigned and is approved for immediate construction (US
$100 million).

These areas require a very high degree of original work, substantial
depth of experience in the field and an extensive background in all aspects
of the Programme plamning and implementation.

III. ACHIEVEMENT OF IMMEDIATE OBJECTIVE

As the marmonth input of the Project was cut from the requested
21 marmonths to only 9 manmonths while keeping the activities/outputs the
same, it was obvious to all concerned that OESB had to prioritize the
activities to be undertaken. The expert submitted an OESB-approved
workplan to UNDP/UNIDO which clearly showed which activities were
achievable within the 9 manmonths. Versus this workplan, the achievement
is as follows:

A. Financial Plans

The financial planning systems, detailed plans for Map Ta Phut
and Laem Chabang (as currently defined) and reasonably well-trained staff
at both the detailed and management level currently exist at OESB as a
result of this and the previous project. At this stage, this should be a
self-sustainable planning operation except in projects requiring
specialized experience.

B. Infrastructure Pricing

Pricing policies and levels of pricing were established for the
majority of the infrastructures (industrial estates, services, utilities,
etc) and staff are adequately trained at the detailed and management level
for iteration of the systems and methodologies applied. However, for the
currently on-going unique analyses of the most appropriate operations
systems and pricing systems for the LCB and MIP Ports, further assistance
is definitely needed (see Recommendations for detail) as this requires a
high degree of experience and original work and involves investments of
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around US $ 300 million as well as having a substantial impact to the
potential for Thailand’s industrial development.

A broad spectrum of proposals and studies have been prepared (see
Activities/Outputs Section I1.C.) in close cooperation with a large group
of counterparts at both the detailed and management level. Based on these
amalyses, the has had remarkable success in the physical
implementation of a many infrasturcture projects and formulation of
important Goverrment policies necessary for successful industrial
development. Given this technical transfer, the OESB staff should now be
independently capable of performing these analyses with the exception of
the two important areas of LCB and MIP Port operation/privatization/pricing
which are currently under study and where further technical assistance is
required.

D. Financial/Operational Reporting

The system design and preparations have been completed but
actual implementation in the field has been delayed due to (1)
unanticipated legal requirements for Ministry of Finance/ESDC Sub-
Committee approvals of account-splitting methodologies and reporting format
requirements and (2) the extremely high priority assigned to current
problem areas; especially in the MIP Port Feasibility Review and Redesign
and approvals of ESDC and OECF to proceed. The necessary MoF/ESDC
approvals are expected to be secured in the next ESDC meeting and OESB is
mearwhile plamning workshops for training at OCESB and the executing
agencies for immediate implementation of the system.

IV. UTILIZATION OF PROJECT RESULTS

A. Einancial Plans

The Financial Plarning Model/Database is THE PRIMARY TOOL for all
financial plamning, budgeting, financial/economic feasibility analysis, all
data base manipulation, “what-if" sensitivity analysis and financial
policy impact appraisal for the ESB Prograaime. It will continue to be the
primary financial planning and analysis tool at 0ESB for the forseeable
future; especially now that sufficient institution-building/technical
transfer has been provided at the detailed level to ensure the system is
self-sustaining. This system was instrumental in the feasibility analysis
of the sub-projects and development of a rational, intergated overall
programme that is economically and financially Jjustifiable within the
constraints of the current economic conditions in Thailand, within the debt
ceilings and priorities imposed by the Government and within the financial
capacity of local and foresign private sector investors and souwrces of loan
funds. The financial planning outputs/plans assisted to “"sell” the
Justifiable programme components (as continuously amended) at both the
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highest policy-level (ESDC) and at the level of the executing agencies
whose full cooperation and participation is crucial.

The MIP and LCB Financial Piaxs are the only comprehensive
plamning document 1inking the physical and financial/économic dimensions on
a Progranme as well as sub-project basis and are crucial to the Programme
implementation.

B. Infrastructare Pricing

Recommendations for oricing of the industrial estates, water
(ram/treated) and other services in LGB and MIP have been approved by ESDC
and are now being used in dealings with private sector investors. The
ratiomal pricing systems adopted will contribute to the overall success of
~ the progranme and recovery of the goverrment’s initial investment costs.
Preliminary pricing praposals for LCB and MTP Ports are being used as the
basis for further analysis of the feasibility and most appropriate method
of operating the ports. Further extensive analysis on LCB and MIP Port
operations/pricing is cuwremtly in progress.

1) LCB GIE/EPZ Detailed Design: Currently being used for tendering of
construction of the GIE/EPZ to start by July 88.

2) Construction / Supervision Tender Evaluations: Necessary for
contracting cf infrastructure construction.

3) MIP Port Feasibility Study: Based on the findings of the F/S, the
ESDC on 19 Jan 88 approved the immediate construction of the
reduced-scope port which was recoomended (B 1,700 million). The
options analysis is the basis of detailed design changes and the
F/S has also been used to get OECF approval for the change of
scope of the project to coincide with realistic industrial
demands. The scope reduction has saved around B 2,000 million of
initial investment costs versus the previously planned port
facilities.

4) Petrochemcials Stage 2 Masterplan: Although the project’s
oontribution to this plan was indirect, the Masterplan is of
considerable importance to the development of the Thai econcmy.
The Masterplan established the strategy for immediate
implementation of NPC-2 downstreams to be followed by plans for
NPC-2 upstream development (investment cost around B 60,000
million). The Masterplan is the basis for current BOI analysis
for allocation of incentives to 14 of 63 applicants. The project
has been instrumental in ensuring that the infrastructures
(especially the MIP Port) will be adequate to support the
Petrochemicals Masterplan.

5) LCB Port Privatization Study: The advisor has participated in all
aspects of the Study and has prepared all of the financial base
data (especially pricing and IRR data) for the Study. This Study




will be the basis for recommendations to ESDC for the system of
port operations to be submitted by Nov 88. This is a cruciai
decision with long-range 1implications to efficiency of the
national transport system and the future of privatization in
Thailand with a substantial impact to Thailand's potential for
economic development.

6) Inland CFS Study: Wwhen completed, this stuay will reconmend the

best systam for inland distribution of goods to/from the LCB
Port with recommendations for 1its design, Tlocation and
operations. The rational development of ICFS is absolutely
necessary for the success of the LGB Port and the study is
expected to help avoid substantial inappropriate investments 1in
sub-optimal locations.

7) EPZ Operations/Promotion Study: When completed, this study being

10)

11)

12)

managed by OESB and executed by JICA will provide guidelines for
operation of the LCB EPZ (of which there is very little practical
experience in Thailand) and for appropriate marketing and
industrial promotion strategies and organization. This project
contributed to the study design, TOR writing and initial
implementation /direction of the study. The trained counterpearts
should be able to manage the financial aspects of the study;
especially regarding EPZ pricing, utilities pricing and
recommendations for incentives.

OECF Loan Documentation: To date, over US$ 350 million of
concessionary loans for infrastructure construction have been
agreed upon. Outputs and advice of the expert have been
instrumental in all phases of loan pre-planning, project
preparation, request preparation, negotiations, revisions of
project scope and application of loan balances.

MTP Social Services/Finance Plans: Preliminary plans submitted
to NESDB Social Division for screening, revision, approval and
ultimate inclusion in RTG/State Enterprise Budgets. The trained
counterparts should be able to support NESDB in finalizing the
Plans.

LCB Social Services/Finance Plans: (same as MIP plans)

D, Financial / Cowrational Reporting Systems

System layout, formats and manuals will be immediately applied to

reporting of actual performance to ESDC.

V. CONCLUIONS

The ESB Progranmme, as originally conceived, was an extremely ambitious
progranme that has since been pared down to a more rational and justifiable
investment programme which 18 within the existing economic/financial
constraints and which is generally supported at the political, business and
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government bureaucracy levels. In general, the really promising sub-
projects are proceeding to immediate implementation while the more-
difficult-to-justify sub-projects are having some wel 1-deserved
difficulties and are being delayed until the timing or other conditions of
their implementation are more favorable. OESB has made and is making a
substantial contribution to the rational implemetation of the Programme and
to ensuring that the potential economic benefits are realized.

With regard to Financial Systems, a self-sustaining longrange financial
planning and project analysis system with fully trained staff exists at
OESP as a result of this and the previous projects. The projects have made
a substantial contripution to the successful implementation of the ESB
Programme and its several sub-projects through providing much-neeced
competent and “unbiased” reconmendations for meeting the NATIONAL
OBJECTIVES of the Progranme. Due to the unrealistic reductions of the UNDP
inputs from those reguested, the system of reporting and amalysis of
actual financial/operational performance of the US$ 600 miilion of
infrastructues has been designed but not fully implemented and an
extension of 7 months wesrequired to implement the system to acceptable
standards. Operations/pricing issues of great importance are still to be
resolved, especially in the LCB and MIP Ports and OESB will, no doubt,
require further financial technical assistance for their resolution.

VI. RECOMMENDATIONS

The major technical recommendations of this project are already
well documented in the outputs listed above. Of greater relevance to the
Programme are the following major financial/technical issues and actions
still outstanding at the end of this project which must be resolved to
ensure successful implementation:

A. Map Ta Phut Infrastructures

1. MIP IE/UA

-Recommend to ESDC a 5% per year increase in the base price of
new leases after 1988

-Immediate conclusion of IE leases to NPC-1 and downstreams

-Formulate recommendations to ESOC for pricing and lease/sale
policy for Urban Area development by private investors.

-Following BOI decision on NPC-2 downstream investors, finalize
potlicy for lot allocations and deposit requirements to reserve
IE land. Conclude leases.

2. MIP Port

-Modification of tender documents to be contracted inmediately

-0ECF approval required for change of scope of port and
adjustments to line items of 11th and 12th Yen Loan Agreements
to include revised facilities.

-Agreement should be made with OECF for financing of additional
facilities ("Options”) which may be included in the construction
contract at a later stage depending upon industrial demands.

-Operations/management study is required to reconmend best system
of management, especially of the liquids cargo berths which
will require specialized experience.




-Recommendation to ESDC on oost recovery systems (subsidy,
pricing policy and levels for common-user and private
facilities)

3. MIP Housing

A plans are obsolete. NESDB to finalize RIG policy with
respect to mix of high-medium-low income housing to be developed
by NHA and the appropriate level of subsidy, if any. OESB to
followup/coordinate at technical level. MoF/NHA must identify
financing source.

4. Sattahip-MIP Railway

-Revised project cost estimates by SRT for inclusion in the 14th
Yen Loan request appear extremely high versus previous estimates
and actual costs / km in the 1983/84 construction of
Chachangsao/Sattahip line. Review before including in 14th Yen
Loan request

-Thorough updated review of realistic potential cargoes must be
undertaken before decision to proceed with construction. Cuarrent
marketing study at SRT should provide useful information for
decisionmaking.

-If railway proceeds, SRT to perform anmalysis of additional
rolling stock requirements which may also require financing.

B. Laem Chaba: _.nfrastructures
+. LCB Port

-RTG policy for privatization of port management/operations must
be finalized by late—1988 in order to operate port at campletion
of construction. Pricing policy is crucial.

-0ECF must approve use of 12th Yen Loan balances for procurement
of gantry cranes and floating equipment which were
previously accepted by OECF for inclusion for funding in the
13th Yen Loan. If there are to be 3 container berths with 7
quay gantries, as suggested by PFI, additional financing is
required. Also, provisional arrangements for financing of yard-
gantries/handling egpt is recommended in case private operators
proposals are unacceptable.

-No provision has been made yet for ICFS financing. The major
epense will be for land acquisition, mot normally financed by
OECF or other concessionary loans.

2. LCB GIE/EPZ

-lease pricing must Lte reviewed in view of the higher than
expected construction bid prices. Otherwise, IEAT may have a
substantial financial exposure.

-Reconmend to ESDC a 5% per year increase in price of new leases
after 1988.

~Qustomers seeking advance location in LCB GIE/EPZ are requesting
refunde of costs incurred for temporary infrastructures. This
poses significant financial exposuras to IEAT as these costs
were not included in developing minimum pricing levels. A
consistently applied policy must be adopted.

-B8id prices (received 9 May) must. be inserted in plaaning model
to estimate impact to long-term financial requirements /
profitability of GIE/EPZ.
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. Nong Kho/LCB Pipeline and LCB Water Filtration Plant

—Possible assignment of water filtration plant
operations/maintenance responsibility to PWWA, PWD rather than
to IEAT

-Ffurther RID allocation of Nong Kho water resowces must be
restricted.

—Location of appropriate industries and guidelines for water
usage within the GIE/EPZ must be rigidly applied due to 1limited
resowces. Private pipelines (Siam CRT) must be controlled,
perhaps with appropriate pricing policy.

-CESB must take a more active role in the regional water resource
planning and especially the forward plaamning of the inter-basin
vater transfer scheme, especially now that the GIE/EPZ is moving
to construction and Pattaya is experiencing shortages.

4. Sri Racha/ACB Rail Spur

-Must be included in the 14th Yen Loan if it is to be operational
in—phase with the initial operations of LCB Port

-Marketing studies indicate private operators will not use rail
if they have to use a rail-only ICFS in Bang Sue. ICFS study to
propose acceptable solution.

-SRT to perform analysis of rolling-stock requirements to support
LCB Port traffic. Financing must be arranged.

5. LCB NHA Housing/Social Services
—NHA Plan 1is obsolete and must be totally revised based on
ultimate decisions with respect to location, coordination of
macro-block infrastructures to the NHA site and principles of
cost allocation/subsidy adopted by RTG.
~Social services plan (especially the macro-block infrastructures
plans must be coordinated with decisions on NHA

c. Eﬁng_.w Plamning System
Continued coordination of the executing agency anénual operating
plans with the OESB long-range financial plans is crucial for
Programme control and realization of full economic potentials.

2. Continuous m of the physical/financial plarning system and
data base is crucial to the ability to coordinate the Programme
and to be able to inmediately respond to current issues.

3. Social services financial plan must be added to model/data base as
details become available

4. NPC-2/downstream and other new industry data must also be input to
model as available.

0. Ei ia1/0 tional R Li
1. Full installation of the system is an absolute necessity for the

control and monitoring of the US $ 600 million of infrastructures
currently being built in the ESB.




E. Further Technical Assislance Reguirements
1. To camplete the work originally planned by OESB for THA/87/008:

(a) To fully implement the financial/operational reporting system,
further assistance is required. While the requested 7-month
extension of this project would have been the most efficient
mamner to complete this work because the expert was already
intimately familiar with the project details, OESB must now
explore other options which will, no doubt, be less efficient
than the extension because of the inescapable and lengthy
learning period required.

(b) Port privatization, pricing and selection of operations systems
reconmendations must be made by the end of 1988 1if the LCB
Port is to begin operations as soon as construction is comleted.
Due to the very high investment costs and probability of strong
bias of recommendations from bi—lateral sources, should try
to obtain future assistance from a competent multi-lateral
institution on these important issues.

2. As suggested in the Joint Evaluation Mission, it is important that
CES8 broaden its scope to consider the Regional issues of the ESB
Development. With the MIP and LCB growth-pole developments
proceeding firmly to implementation, OESB should focus on the
important Tlonger-range regional problem areas like Water Resource
Plantning, Regional Transport Systems, hinterland integration,
social services plamning, etc. Inter-regional issues and
opportunities should also be explored, especially with regard to
encouwraging linkages with the Northeast.

3. To systematically manage and coordinate the above regional issues,
OESB must develop more sophisticated computerized regional plamning
systems; especially for major infrastructures to support industrial
developments.

F. Future Project Preparation and Conmmications:

1. Contact and commmications between the SIDFA and OESB were virtually
non-existent; his contact with the project persomnel was few and far
in-between with hardly any constructive dialogue. In order to enasble the
SIDFA to bhave better acquaintance with and appreciations of the thinking, -
trends and requirements of the national project counterpart and of the project
itself, such consultations between the SIDFA and the national project
counterpart and the project personnel must be improved.

2. Due to the long delay in preparing and approving the Prcject Document.
The expert worked without contract or with short interim exfensions of his
contract until the project was finally approved. This uncertainty made work
planning, scheduling and prioritization extremely difficult for the expert and
OESB. While the short extensions permitted continuity of services to OESB




oy

(and were very much appreciated under the circumstances), timely Project
Document preparation and approval would have contributed to more effective
Project execution.

3. More frequent in—country participation of UNIDO back-stopping sta.f would
contribute to more professional and effective project development, management
and review.
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OVERVIEV : EASTERN SEASOARD DEVELOPEENT PROGRAN

The Eastern Sesboard Prograsee is aa integrated industrial develepaeat
proprasee designéd to capivalize oa Thailend's natural ressurce eppertwmities
ond sarket potentials in erder to provide significant retwras in developoent of
aew industries, foreign exchenge, esployseat aad deceatralization of develosoeat
froe Samghek. .

Initial esphasis is placed en the tuc sajer target areas of Lats
Chabong aad Nap Ta Mt and their infrastructure liskages to Baaghsk and the ESS
hinterland.

0 Kap Ia Mwt will be the conter of satural ges-based wd beawy
industries. The fertilizer aad petrochesicals complones will lecate
here using rau saterial inputs fres the mas separation plmat, which
is scu overational. Other dowastress petrechesicals, plastics,
chevicals, agro-precessing and other basic beavy industries are to
locate in Nap Ta Pimt taking advantage of the indesirial estate,
situated back-to-dack with the industrial port and fully serviced
with both industrial and secial infrastructures.

0 Laea Chabang is the site of the deepsea containerized cargo port
seeded to efficiently oeet Thailend’s growing corgo traasport
requiresents and redece troasport inefficiescies that would
othervise lisit Thailsad’s esport opportwmities aed indestrial
developaent potestial. The genera] industrial estate (CTE) and
erport processing 2ome (EPZ), lecated back-te-back with the port,
will be the contre of saall- to sedivs-scale, labowr inteasive,
son-polluting and ezport orieated industries is-lise with the
nationa] developaent objectives of eaployseat geseratisa, ezport
prosolion and sitigation of congestion in the Banghok area. The
Laes Chabang developsent includes all required industrial and
social infrastructures to sake it & cospetitive industrial Jocation
versus Bangkok and other industrial locstioss i SE Asia.

The goverasent’s role in this developsent includes selection and
prosotion of the sajor industries meeded to initiate the developsent, planning
and provision of the indestrial aad social infrastrectures to suport the
developsent (i.c. sorts, voads, railways, etilities, cosswmicatioes, erban
areas) and the plamning of investoent capita] required fros goverssest dedpet
allocations, loans fros oversess and other sources of funds.
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EASTERY SEADOARD DEVELOPMENT PROGRANE
LACH CHALANG [NFRASTRICTINES EINANCIAL PLAN

EXECOTIVE Swmaly
Ietroduction

This wdate of the LCB Financial Plom is based ea the mest recestly
mailable preject cost dats inceperating the comstruction ceatract cests
for LCB Port and Nong Khe - LCB Water Pipeline, the Prelisinary Desige cost
estisates for the LCO GIE/EPY and Final Design cost estisates for the LC3-
Sri Racha railsper. The wdate alse inceperates cost estisstes for secial
services and wrban area facilities which have been cospiled by the Ministry
of Interior (with isputs fres all erecuting agencies) sé are crrrestly
being screesed by OESE. Mecest decisions with respect to SIE/EN leasing
price policy are alse reflected in this wpdate. There still resain nuseress
issves outstaading with vespect to eperating systess and pricing which ewst
be resolved (especially in the LCB Port and alleciated services).
Therefore, the relisbility of this data is not high. Mowever, the Plan does
provide 3 base dats and a rational frasework for decision-saking which
cosprehends the interlinkages of all LC8 swb-projects and provides
estinates of the investsest costs, sageitude and tising of remired
financing, oinisus acceptable infrastractere pricing structeres, isterml
rates of retera (INR), foreign sxchange ispact snd RTG/State Enterprise
bedget impact by sub-project and for the consolidsted LCB Developsent
Prograsse.

LED Project States

The Eastern Seaboard Developsent Cosmittee (ESDC) resolved in their meeting
of IS Oct 86 to prdcesd with the iseediate isplesentation of the LGB
infrastructures as ploned. 4 Seb-cossittes of the ESIC, chaired by Deputy
Prise Ninister Chatichai, was created to oversee the jsplesestation of all
projects in the LCB ares and resolved in their seeting of 19 Dec & to
sccelerate the isplesentation in order to contract comstruction of the Port
by October 1997. This objective was acheived in the 2 Sct 87 signing of the
construction contract. Detsiled design of the (03 GIE/EPI wmas also
contracted on-schedule and will be cospleted in Decosber, 1987 with the
construction contract expected to be signed in July, 1908. Pleasing and
ispleseatation of the Wrbas Area/social services has logged seriowsly
behind the Port/GIE/EPL development Dut is mow receiving orierity
sttention. The detailed status of each sub-project is as show on the
following page:
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+ ond LCS Junction/lines instollation,

+ €38 Teleconns privatization study o
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W plosning accelovated but affordoble : MO vol to designate source of funding,
: lond procoresent is diflicult, : Probobly AN/ IBMO/NLND,
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NI Soeeari dssweetives/beslts/lsses
Seneral Assusplion ~ Coastruction cost estisates were prisarily dese in Ve

(1) LES Port:

Resuits

and Dbt aad converted to Babt at the prevailing rate.
Tea aporeciation _will M sebstaatially affect the
conslrection costs desssinated is B2kt Gecawse all
cotracts will be by Gpen Jateraationa] Fender.

= Inflation at ealy 22 per year.

Inclodes initial Stage I (1991) plus tue expessisss to
full Shert Ters Developoent (2002)

Construction/Sepervision costs dased ea coatacts ples 1S3
shysical contingency.

Ewipeent procuresent costs based e revised estisates by
7¢I consultants.

Carge veluse froe Detailed Design (1992 = 1.9 gillise W4,
2002 = 6.9 aillion TPA). Considering curreat carge grawth
trend, these velunes are very conservative.

fevene based e PAT turiffs withewt comsidering
substntial “snefficial® charges.

Node] splits PAT and Private Speratises in erder b
caleslate “acceptadle” price for PAT to lease cmtainer
tersinals to private sector. Gperatises assusptions:

0 MY to iavest in Pert comst/swpv, fleating
equipsent 3nd gaatry crames.

0 AT to samage overall port functions, operste
Sreak-bulk/Coastal Derth and lesse container
tersinals ¢ awri-belt faxcilitios to Private
seclor.

0 Private to javest in odditiemal ewmipeest for
teatainer tersinals (transtainer systess, chassis,
forklifts) and spri-bult tersisals (ceaveyers,
lesders, warehouses)

MY facilities financed 673 by 0ECF, 333 by MAT cwital
fsnd/PAT bonds (RTS Guaranteed).

The [INg's (FIRR to Equity = 13.43, Ecemesic JOR = §3.43)
sre very moesising for 2 strategic infrastrecture
developaent; especislly with very conservative assusptions
(low cargo veluse, current PAT official toriffs ealy, 28
escalation)




Issces

{2) LCE CIE/EFL:

Assusptions

Results

In order to eahance attractivesess of LCS Port ts private
soeraters, PAT could lease the container teraimals at 8129
sillionjyearftersinal and still sake 2 reasemddle retern
o FAT equity (FIRR to PAT Eeuity = 10.03).

/TG pelicy for privatization of Pert aanagesent/eperations
oust be fimalized in carly-1908 in order to operate port
st cospletion of construction. PF] study nem in progress;
recosdendations to ESIC ia eorly 1908.

OCF o assvove use of 12th Ten Lesm Dalemce for
proceresent of gaatry crones sod floating equipsent which
vere previously. accepted by OETF, in principle, for funding
in 13th Ven Lose.

o provisien bas yet bees oade for ICFS financing. The
sajor cost will be for fond acemisition, met nermally
finonced by OECF Josns. Other finaacing sowrces say be
required.

Pricing of agri-dulk terainal and container teraimls if
leased.

Includes Stage 3 developsent oaly (GIE = 1263 wet rai, EPZ
= 526 net rai, Business/Coasercial = 138 rai)

Capital cost based en Prelisinary Detail Design include
both sacre-block and sicre-block Jund developoent costs
iscluding sewage treatoent but excluding sater filtration
plast and stesdard factories which will be recovered
seperately.

F/C construction costs (501 of total) and 30T of L/C costs
to be financed by OECF J2th and ISth Yen Loans. Balance by
JEAT Sonds (RTG Guaranteed).

Land to be Jeased OMLY.

Sase prices have been set by ESIC as follews:

EPI/CIE lease price = B $9,000/raifyesr

0 one year deposit

0 satisus 103 lease price increase every 30 years
0 treated water price ( § 10/a3
0
’

sevage treatsent charge ( 6 10/03
JEAT Service/Adein charge ¢ § 800/rai/eonth

A S3 iocrease oer 1821 in the Base price (B $9,000) should
be applied to all nev leases after 1998 in erder to earn 2
reasonsble IRR; (Project FIRR = 15.63, FINR = 14.2 3). For
esasple, nev Jeases in 1989 would de ot B 62,000/rsi/yr.




Issnes - Custosers seeking advance lecatiom in LCB GJE/EP? are
reqeestieg refunds of costs incwred for  tesporary
infrastractores. This poses significant fincial
erpaseurces to IEAT as these casts were set incleded in
developing siniowe pricing levels.

- Prelisinary cost estisates by consultaat are oot relisble.
Fina] cost estisates sust be prevered wsing actmal Dbid
srices for NIP IE/UA Coastruction.

{3) LC8 Sater Filtratien Ploat:

Assesptions Investaent 1o be recovered through charges for treated
water {?laat costs set incloded in GIE/EPY sedel, cost of

distribution pipes is incleded in GIE/EPD).

- hsseses all water fres Meng Dhe reseveir shich has st
already been aliocated to other wsers (10.8 MCN) uill be
treated and used by LLD Port/CIE/EPI/NA.

- Constraction costs based on Prelisisary Despin cost
estisates.

- Financing S3T by 0ECF, 472 by RTG.

Results

Assesing a flat-rate of § 9/83 (curreat PUUA charge}, the
INR’s are very high (Project FIRR = 34,91, EIRR = 14.71)

Issues - Possible assignsent of respoasidility for water treatsest
plaat to MNA, M, etc. rather thaa te IEAT.

- Further allocation of Nong Eho water resosrces sust be
restricted.

- Location of appropriste indestries and guidelines for
water wsage within the CIE/EPI sust be rigidly aplied due
to linited resources. Independest *tesporary” pipeline
{e.g. Sias Cesent/CRT) sust be controlled, perheps by
woropriate pricing policies.

{a) Nosg Cho - LCB Water Pipeline:

Assusptions - Investsest to be recovered throwgh charges for raw water
delivered to Ao Vdoe.

- Assuses o]l water froe Nong fho fNeseveir mot already
::‘l:md froe the reseveir (13.6 NCW) will be piped to 4o

= Constraction/Supervisiem costs based oo signed cestracts.

- RID charges § 0.5/03 for rou water froe Nong [ho resevoir.

- Finoncing 701 by OECF, 303 by 176,




()
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Results - In order ts achieve aa acceptable IRR (Project FIRR
12.41 Ecosnic IR = 11.71), the chorge for ram water at
o Udes should be § 2.8/a3 (flat rate).

Issees - Ferther allecation of Noag Dhe reseveir mter mst de

vestricted ond leng-ramge wmater resswrce plumaing
initiated to aveid lisitatiens te developoeat potential of
LCS area.

Sri facha - LCS Rail Spwr:

Assusptions -

Results -

LCS Telephone

Assusptions -

Construction Dids @ 100T of engineering estisates (S7
Report of 3/88)

2.5 (191) to 3.0 (2091) of LCE Pert cemtainer
traffic of wse rail to Saaghak

8 20/ton of LC3-8LK charge is allecated to SR-1CD railsper
revesse -

Rather low Project FIRR of 5.9 is typical of this type of
infrastructere shich oust be ispleseated in order ts
support the LB Port.

Must be included in Jith Yen Losm if it is to be
operationa] in-phase with initial eperatises of LCS Pert.

Karketing studies indicate private eperators will not wse
rail if they have to use a rail-mly JCFS at Samg See.
ICFS study to propose acceptable solutiem to encosrage use
of rail transport (a sajor ebjective of the 6th Five-Year
Plaa).

This dats is only incleded for assessing overall
investoent funds requireseats ia the LCS developsent ares.

Investoent costs are based VOT Sth Plan for LCS saly.

107 will wndertshe to finsace and wperate their owm
investoont prograsse in ceordinatios with requiresests
jdestified by GESB/IEAT/MAT.

Coordination with T07°s jnvestoent prograsees (which have
slipped substamtially) is sarticularly cvacial to ensuve
provision of oadequate cosswnications services to LCD
Pert/CIE/EPL.

Proposals for privatizetion of telecosswnications services
in the entire £S5 Region are currently being stodied oand
policy recossendations are being forsulated.




7i LCE Mowsing

Assuptios

Results

Jesaes
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Sufficient dmesing (5,133 wits) will Se deweloped in 3
stages to seet the projected 1990 deasad nf 3 Now Tom
sosulntion of 20,000 pecple.

WU o develee Both Low incose hewsing HOMB waits) ed
RidPti facvee Seusing (1005 waits)

WA 45 vegwested RIG-faeding of Joll acwisition for
poblic facilities and Tur veastructise sests of low-incese
e-site infrastrmctures. Salmce of fadig W
concessionary foreign loans and N dends.

Nortgage/hire-purchase fovomts damad o WU
“afferdability® interia.

IGR’s appear velatively bigh (Prajert €N = JOJT, €INR :
12.61), however, lawad wmmisitim wrice assesption
(8 267,000/rai) aay sot be mlistiz. If I} cost is
higher and affortable psvensts stay tanstt, the IR wil)
deteviovate.

tad price

K16 subsidy requiveseat sust de furshor shwdied based oo

sctual Jand cost and re-desiye off fmwsing Sype (to change
to high rise deveiwpaent).

Coordination of MHA ares «ith alvemd sacre-diock {off
site) infrastesriyres (sain vouds, atier pipelise, etc.)

(8) Other troen area Infrastyactiuves

fssymptions

Issues

DI?  is preparing Y spacific Janffomw ullew Tor the LCD
UA.

There «ill de 25 Jond wwwisition examt for the land need
for sublic stilities end services.

Provision of required services femwler,  sewage,
electvitity, etc.) wvill be done by 'the concerned public
esecating ogency (PNA, #WD, PEA, etr.) wsing RTG budget.

Lwits] tosts sre fros the (wsvamed) swemry ples
subsitted by Hinistvy of Interior to 4ESS.

frastractores wost be coordingted with the am
alsisately surthused by WA

fRigoroes screening of proposed infrestuactuves is sequired
Sriove subeitting 1o ESOC for approwal.




Iv. Eiacial Seeniny

A. [Iaternal Rates of Betwrn
Internal Rate of Retwra

Financial
, fovestoeat ¢ Project IRRte  Ecomseic
Cost to 1992 Fisameial Ewmity Waluwatiam
Projects Included in Model  (Millien 8) m Iwestoeat IR

- LCs Fort - MY § L8
- Frivate 22

bS48 t R ) 4 13.8 153.8
- LCE SIEfER? 1,081 1.6 [ 1) 1.2
- LCE Water Filtration in TR ;4 2.1 1.3

= Voay Cho-LC Bater Pipeline 19 2.4 a.0n 1.n

- LC3 Wousing 1on 0.1 1n.ag 12.¢
- LCE Telephone 13 1.9 na 1.0
- Sri Racha-1C8 Rail Spor 23 s.of .3 n

Subtotal ] ;:;; .;.; ;;.;; ;;;;

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

Projects not ir Nodel

- other LCS UA Infrastructures 8 43 “
(7]

Total LC8 Infrastractures 8 8,646

s Includes design, construction, swpervision and land acqe. For initial stage
plus interest during const.

The overall Ecomosic Valuation JAR of the infrastructures olese is
conservatively calculated at 13.13 without assigning 2 valee to the
benefits of decestralization, esploye-at geseration and expert eriestation
which are the sajor strategic policy ebjectives of the prograsse. The
ecososic valuation includes enly the easily wantifysble and seassrable
outouts of the infrastructures and excludes the faverable jnpact of the
prospective industries to Jocate in LCS.

Given 3 successful isplesentation, all of the infrastrecteres coo
pcientially provide a cossercially scceptoble Finamcial IRR with the
exception of the Rail spur snd probably the PAT-speroted facilities i Lhe
LC3 Port which will have fairly los financial returas typical of strategic
transport infrastructures.




Iv. Fisescaal Sussary (cont’d)

£ Finsncing Rewniresents

¢ These itess have oot yot bees sufficiontly screesed.
financing sources a2y be idestifiod but, ot presest,
they are asseed to be fonded §7 ATG Bodget, if aprowd.

Source of Fiomcing illies Sabt)
State Eaterprise

lavestoeat twmity/IR trivte

Costta1992 O Cowrmstesdbonds/ OBF Other- Fwity/

Propct (illion 6)  Gufget, faterpel Cosh Gan. (losss floms  Mriwie

- 108 fort - a8 ™ 0 R am - -

. - Wivate o (] - - - o

. 208 ] 1. s -

- 1CB GIEfEn? 1.081 ) o 5, n -

> 108 Water Filtration 1 ] 4 ” s ¢

~ fiong Dhe-L08 Pipeline 197 $ ) m [ ] [ ]

= LCB Neusing 1.0 ] “s - n -

= LC8 Telephane n - - - Q -

= Sri RachoO3 Mail Spwr 3 n ) (11] ¢ ()

~0they LO WA S “3 “3 0 (] ]

Infrastractores

{Not yet screedeed)

ol s 0.4 ”e LA 3.5 % 24

ss223 ‘sz 22333 — 22 2+

" . oe on oe

e W A6 G0 S0 GG GO 0 00 A% S0 6 OO TG 00 GO A0 VG A ST © 80 86 ¢



Iv. Financia] Sussary {coat’d)

L.

Foreign Exchange Impact

The foreign exchasge ispact of the infrastructures MNE is, obvigusly,
segative. The megative Balaace of Payseat ispact in the early yewrs is
insignificant Decause the forcign codpemeats of ceastruction cests are
financed by foreign losas (JECF) at concessismary rates with a 10-yews
srace period. The negative Balance of Payseats ispact increases 1o 8 527
sillion (curreat prices) by the year 2000 but this is duarfed by the
positive foreign exchange ispact of tramsport cest savings and the aet
export earnings of the EPI estisated by JICA to exceed 8 5,300 sillion
(1981 prices) per year by 2000.

et For/Ex Ispact of Infrastrectere (GLY)
(nillion Sabt - Cerveat Prices)

199 19% 200

Infrastracture ForfEx Ispact  (20) (e0) (w00) (320) (527)
Favorable/{unfavorable)

(See detail provided om nest page)
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Eastern Seaboard Development Program

MAP TA PHUT

FINANCIAL PLAN
UPDATE : MARCH, 1988

Office of the ESB Development Committee

NESDB
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EASTERN SEABOARD DEVELOFPMENT PROGRAMME
MAP TA PHUT FIRANCIAL PIAN

EXECUTIVE SUMMARY
I. Introductiop

The integrpted industrial development of Mep Te Phut (MIP) under the
Eastern Sesboard Programme is s leading edge of the Government’s plans
for development. of new industries which exploit Thailamd’s natural
resource opportunities (primarily natural gess) snd merget potential and
for decentralization of vieble industrial development - primery
objectives of both the 5th and 6th Five Year Development Plens. By
providing internatiocelly competitive industrial infrastructures,
services and incentives to industry, the programme is attracting
foreign investors and new industries to Thailend.

The current status of the Map Ta Phut development area is es
follows:

® Stage 1 Petrochemicals industries are proceeding on—plan with NPC’s
olefins plents and 3 downstreems (HMC, TPE, TPC) now comstructing
with start—up in October, 1969 and TPI’s plant expansion already
on-streas.

® Stage 2 Petrochemicals Master Plan was approved by ESDC on 19 Jan,
88. BOI is to spprove applications for about 14 NPC - 2 downstresms
industries in March, 88 (from 60 applications received) for
immediate implementstion. Strategy for upstreem arcmatics/olefins
plant being developed under PIT directiom.

@ National Fertilizer Project still om hold.

® TTIC Tantalum Plant to locate in MIP but further delayed in
finalizing technology agresment.

® WNMIP Industrial Estate/Urban Area now being constructed by IEAT with
completion by Dec 89. Assignment of industrial estates to
potential industries currently under review to support NPC-2
requirements. Sub-Committee has authorized IEAT/OESS to prepare
for acquisition of 10,000 rai (in addition to the 8,070 rai already

acquired) to support future requirements.

®@ WIP Port was approved on 19 Jan 88 by BSDC for immediste
construction of s reduced scope port (2 liquids berths, 1 multi-
purpose berth). This configurstion supports the immediste
requirements of NPC-2 and facilities can be expanded es other
industrial needs become firm. Addenda to the tender documents to
be prepared immedistely for continuation of the tender which hed
been suspended in Nov 65.
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® ESDC bhas sdopted a pricing policy for the industrial estste which
allows leesing only (30 yrs with additional 20 year option) at
prices which recover only the interest "carrying-cost™ of actusl
investment costs.

The {following wupdate of the financial plan is based on the most
currently availsble data by project and the most recent policy
direction by BSDC (in their meeting of 19 Jan 88, es further elsborated
by subsequent Sub-Committee meeting up to 8 March 68). The plan
comprebends detailed dsta on the infrastructure projects end NPC-
1/dowmstresms (NFC bhas been omitted) and indicative data for NPC-2
industries and MIP Social Services which are currently under
study/review.

II.5ummary Assumpticos
INFRASTRUCTURES
e) MIP Industrial Estate:

= Includes Stage 1 and Stage 2 development of 6,042 gross rai.
Does not comsider next aquisition of 10,000 rai.

- Construction costs based on contract for Stage 1 and
engineering estimates for Stage 2.

= Land to be leased only. 19688 prices as follows:

® Inland lerge industrial sites = B 34,300/rai/year
(w/o sewage trestment)

® Vaterfront large industrial sites = B 27,600/rai/year

® Small industrial sites = B 34,300/rai/yesr
(with sewage trestment)

- OBCF to finance F/C (54% of total) and 305 of L/C (14% of
total) as agreed in 12th and 13th Yen lLoens. Balance by RIG
guarenteed bonds and internally generated cash.

b) MIP Urben Ares :
= Includes Stage 1 and 2 development which exploits only s smeall
portion of the 2,028 rai acquired. New Town population is
5,400 in Stage 1, increesing to 9,000 in Stage 2.

= IEBAT to develop micio-block infrastructure and sell the land to
NHA and private developers for micro-block development.
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UA lend price is cross-subsidized with IE land. Land to be
given free to R1IG agencies (Police, Dept of BEducation ) and
sold at cost to state enterprises (NHA, 70T, CAT). Pricing
end method of lesse/sale to private developers mot finaslized
yet.

c) MIP Port

Configurstion as epproved by ESOC (2 liquids, 1 multi-purpose
berth) to be built in initial stage (Basic Package)

Other optioms, including all probeble future expansions, are
snalyzed.

Construction costs estimated based on bids for ICB, Phukett and
Songkhla ports (60-65X of engineering estimates).

Liquids volumes besed on Stage 2 Petrochemicals Mester Plan
material balance asswming NPC will build a jetty for NPC-
1/downstresm volumes.

Liquids cargo tariffs impact analyzed st PAT curremt tariff
level, NPC equivalent level and at charges in other regional
ports. Base Case sssumes B 146/ton.

OECF to finance F/C (70% of total costs) as agreed in OECF l1th
and 12th Yen lLoans.

d) MIP Housing:

As*umes NHA to develop sll housing in MIP New Town, MIP Old
Town, Ban Chang and Rayong associsted with employment generated
by MTP.

Housing to be sold at "sffordeble”™ prices using NHA guidelines.

IEAT will sell UA lend to MHA at & subsidized price of
B 261,000/rsi at which no further R1G subsidy is required.

e) MIP Telephone:

To be developed by 707

1,024 npusbers to be permmnently instslled in 1968, an
edditional 4,000 xmbers in 1000.

Costs are estimated using ICB estimates es basis as 70T has not
completed MIP estimates.

f) Dok Krai - MIP Pipeline:

Pipeline hes been turned over to IEBAT for operstions and
saintenance. Although MOF is paying the interest and debt
repayment, these costs are included in the model to calculste
FIRR/BIRR.
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= Ruw Water price set by ESB Committee at B 5/a3.

= Conservative water sales maximmm of 40.1 MCM verses pipeline
capacity of MCM.

g) Sattship — MIP Railroed:

-~ Construction costs based on 12th Yen loan minutes as SRT
estimates (3/88) for 14th Yen Loan preparations pot
fiuliudf

-~ Revepues based on SRT tariffs plus escalation and an  assumed
minimum cargo of 1,500 kTPA/year. Without reasonable lev-'s of
probable cargo, construction may be further delayed.

= Operating costs besed on ESS and JICA factors end 1985 SRT
historical costs.

~ FIRR/EIRR are calculated on an "incremented cost” basis.
h) MIP Social Services:

= National Education Council (NEC) has completed & messive list
of social services projects (B 1.5 billion) sssociated with the
ESB Progremme. This list has not been properly screened. On
8 March 88 the Subcommittee assigned NESDB, Social Division to
review and revise the social services plen as soon as possible.

-~ The cost of these social services are not included in the
° caculations of FIRR/EIRR but are included to scope the
financing requirements; especially from the RIG Budget.

INDUSTRY

a) Petrochemicals - Stage ] :
- NPC-1 (Olefins) Plant comstruction costs based on comstruction
contracts plus contingencies. Downstream plant costs from NPC
estimates based on Lurgi-Triches study.

-~ NPC to sell ethylene/propylene to dowmstremss st price which
provides 15% FIRR on NPC equity.

= Product prices based on Lurgi-Trichems low price scemario logic.
(US Gulf spot prices plus 40% wlift for transport and duty
protection.

b) Petrochemicals -~ Stage 2 :
= Volumes based on Petrochemicsls Masterplan Study and strategy
approved by ESDC op 19 Jan 88.
- B0l to award incentives to 14 NPC-2 downstream industries for
immediate implementation.
~ NPC-2 Aromatics/olefins plant feasibility study and conceptual
design to proceed as soon as possibble.
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Detail by project mot yet available for input to model.

c) Fertilizer:
~ wovt of Japan rejected the request for $85 million gramt for

NFC. As early implementation is doubtful, NPC data has been
excluded from the model.

1) Economic Valuation:

All natural ges usage is priced at the 100X fuel oil equivalent
(Arsbien light crude @ US$ 22.30/bbl)

Foreign lsbour and material costs are assumed to be at border
prices.

Local labour costs are discounted 0-20% to reflect legal
ninusum wages paid to unskilled labour which are higher than in
alterpative employment of agricultural lebour.

Local material costs discounted 0-10X to reflect effects of
protective tariffs and inefficiencies in the production of
non—tradesbles.

Land costs discounted to reflect only the economic cost of
taking the land out of agricultural production.

After the Nov 84 devaluation, there is asc.med to be no premium
for foreign exchange over the prevailing exchange rate.

Does not include substantial but difficult-to—quantify benefits
of:

® decentralization of industrial development from Bangkok

® additional development potential of the infrastructures
(especially the MTP Port)

0 value of employment generation
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MAP TA PHUT FINANCIAL PLAN
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b) Financing Requirements (contimued)

The total govermment funds (including RTG budget, state enterprise
equity, RTG guaranteed bonds and government-to-government loems) is
less than 25X of the totsl investment in MIP in the initial stage and
decresses to only 12X of the total investment by Stage 2. This is
quite low comsidering the "strategic” pature of this prograame to
decentralize industry by providing total infrastructure and supporting
lead industries. The relatively high debt leverage is justified by
the commercial visbility of the petrochemicals industries and the
favorsble terms of the govvt-to-govt loams which are financing sbout
58X of the total infrastructure investment.

c) Foreign Exchenge Inpact:

48 the foreign components of infrastructure costs ere financed by
govt-to-govt loans end the foreign components of industrial
construction costs are financed by foreign squity, suppliers’ credits,
govt-to-govt loans and foreign commercial loans, the overall effect on
the Balance of Paywments during the construction phase is winimsl.
With the start—up of the Stage 1 petrochemical industries in 1990,
import substitution (pet of 100X 0il equivalent to replace natural gas
consumed and all.other foreign expenses, interest and repayments)
generates substantial net foreign exchange savings. Examples are

shown below:
MTP Amnual Net Foreign Exchange Impact
(million Baht - current prices)
1967 19688 1989 1990 1995 2000

Net For Ex Impact (98) (63) (449) 1,083 2,515 4,111
favorsble/(unfaborsble) '
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Fi ial Acti Boquired
o MIP IE/UA

— Recompmend to ESDC @& 5% per year increase in the base
price of new lesses after 198E.

- Immediate conclusion of IE leases to NPC-1 and downstresms.

- Formulate recommendations to ESOC for pricing and
lease/sale policy for Urban Area development by private
investors.

- Following POI decision on WPC-2 downstream investors, finalize
policy for lot allocations and deposit requirements to reserve
IE land. Conclude leases. .

o MIP Port -

- Modifications of tender documents to be contracted immediately.

— OECF approval required for chenge of scope of port and
adjustments to line items of 11th and 12th Yen loan Agreements
to include revised facilities (i.e. 2 liquids berths)

- Agreesent should be pade with OECF for finamcing of additiomal
facilities ("Options™) which may be included in the
construction contract at a later stage depending upon
industrial demeands. .

~ Operations/management study is required to recommend best
system of management, especially of the liquids cargo berths
which will require specialized experience.

~ Tariff structure must be developed, especial’> for liquids
cargoes.

MTIP Rousing
~ NHA Plans are obsolete. NESBD to finalize RIG policy with
respect to mix of high-medium-low income housing to be
developed by NHA and the sppropriate level of subsidy, if any.
OESB to follow—up/coordinate at techmical level. MoF/NHA must
identify financing sources.

MIP Telephone
~ Follow-up on telecommications privatization proposals for

Eastern Sesboard.

Sattahip-MIP Railway

- Revised project cost estimates by SRT for inclusion in the 14th
Yen Loan request appear extremely high versus previous
estimates and actual costs/km in the 1983/1984 construction of
Chachangsao—Sattahip line. Review before including in 14th Yen
Loan.

= Thorough, updated review of reslistic potential cargoes must
be undertaken before decision to proceed with construction.
Current marketing study at SRT should be provide useful
information for decision-making.

REPORTING OF FINANCIAL/OPERATIONAL RESULTS
- Following completion of reporting formats and general data
collection system (now in progress) and spproval by Min of
Finance, recomend system for ESDC approval.
- Implement systes.






