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URBAN ENVIRONMENTAL INFRASTRUCTURE SUPPORT PROJECT
(THAILAND 493-HG-005)

EXECUTIVE SUMMARY

Estimates for the total level of investment needed for environmental
infrastructure in Thailand's cities are staggering. For wastewater
treatment alone, Thailand could invest B70,OOO million (US$2.8 billion)
immediately and still be far from covering the total need in the
country. Only a fraction of the resources needed for investment is
currently budgeted by the Royal Thai Government (RTG), or available from
international lenders and donors. Private capital markets will need to
be tapped if significant progress is to be made on levels of investment
within the next few years. If the RTG is to tap private sector capital,
it must address the question of risk, real or perceived, involved in
lending by the private sector to municipalities and for non-traditional
BOT projects.

This Project approves the use of $100 million in HG resources, and $2.255. .

million in Development Assistance (OA) grants ($1 million from AEP and
$1.255 million from Mission sources). The Housing Guaranty (HG) Project
will support efforts to establish a sustainable system for financing
investments in urban environmental infrastructure by supporting a new
pUblic-private Guaranty Facility for financing urban environmental
infrastructure. The HG Projact will provide up to $100 million in HG
loans on a matching basis when the RTG makes equity and working capital
available for the new Facility; additional equity wll1 be provided by
commercial banks and other financial institutions. The Facility will
provide guaranties to private BOO/BOT operators and municipalities which
they will use to secure loans from commercial lenders for urban
environmental infrastructure projects.

--
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The Guaranty Facility will be developed as a public-private corporation,
with private sector management. Lending is ex~ecte~ to be five to eight
times the level of guaranty funds. In two years, the Facility will have
$50-$75 million in guaranty funds; over the Life of Project, guaranty
funds could grow to $150 million and leverage up to $1,200.0 million in
loans for environmental projects. Initially, Bangkok, 2-3 secondary
cities and 2-3 BOOIBOT operators are expected to borrow for urban
environmental projects. Over the Life of Project, ten regional cities,
the five cities in the Bangkok Metropolitan Region, and Bangkok itself
could benefit from loan financing for investments in wastewater
treatment, solid waste collection and disposal, and potabl~ water supply.

About $1 million will be made available from the US Asia Environmental
Partnership (AEP) to identify viable projects for loan funding and to
increase access to U.S. suppliers of appropriate environmental goods and
services. Mission grant resources (estimated at $1.255 million) will
provide management support and technical assistance for establishing and
expanding the Guaranty Facility, improving the credit worthiness of
borrowers, improving environmental assessments, and other similar

. . . ,-
activiti es.

I. PROJECT BACKGROUND AND RATIONALE

A. A.I.D.'s Program in Thailand

Since 1951, the United States has provided $1.0 billion of economic
assistance to Thailand. From 1951-1973, assistance'focused on the
b~i1ding of electrical power plants, irrigation systems, dams, airports,
highways, bridges, schools and hospitals. From 1974-89, priorities
included agricultural research, credit. small scale irrigation systems

--and. seed. development. ..USAID ass tstance contr tbutedto_ sud:e s.sfulh.eaJth
care system development, reduction of malaria and family planning. Over
11,000 Thais received academic and non-academic training in the U.S. over
this 40 year period.
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From 1987-1991, Thailand grew at an average annual GOP growth rate of
ten percent, fueling optimism that it will emerge s~ort1Y as the fifth
Asian Tiger. This extraordinary growth derived from a surge in direct
foreign investment; a dramatic rise in manufactured exports; and a boom
in tourism. Thailand's solid economic performance is expected to
continue in the 1990s but at a more measured pace, most likely six to
eight percent per annum.

New Uni'ted states emphasis on cooperation with Asia'-Pacific countries
and Thai emergence as a strong new player in the world economy
precipitated a reassessment of A.I.D. 's role in Thailand. 'Recognizing
that a premature withdrawal of AID from Thailand would serve neither U.S.
nor Thai interests, A.I.D. sought an operational model for Advanced
Developing Countries (ADCs) to serve as a bridge between its traditional
development program and the eventual termination of A.I.D. assistance.
The model adopted recognizes Thailand's growing maturity, and exp1icit.ly
replaces the donor-client relationship of the last 40 years with a
partnership, with both parties committed to sustaining Thailand's
economic and social development .

.
The challenge is to create a long-term. self-sustafriing developmental

bridge between the U.S. and Thailand. The U.S.-Thai Development
Partnership Project (493-0350) funds catalytic interventions. The
Project makes available U.S. expertise and technology and resources from
various sources for the solution of key Thai development problems and to
create sustainable private. public and professional collaborations. The
new approach is less staff intensive and aims to augment USAID's modest
development budget by bringing other U.S. and Thai financial resources to
bear on partnership activities.

The Partnership Project -wi 11
years. One of its two purposes
implement sustainable solutions

make avaLlahle $20. mU 1ion over four
is to help Thailand identify and
to environmental management and
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infrastructure problems which, if not addressed, will constrain economic
growth and adversely affect equity.

In 1991, The Asian Environmental Partnership (AEP) was announced to
support cooperation between the U.S. and Asian countries on environmental
problems. One of the AEP's many initiatives is to help Asian countries
meet their needs for water supply, wastewater treatment and solid waste
systems. An agreement was reached within A.I.D. to combine capital
resources, from A.I.Dl s Housing Guaranty Program, and grant resources,
from the AEP, to involve U.S. companies in urban infrastructure projects
in several Asian countries. Thailand is one of the countries where this
concept is being tested.

B. Nature of Identified Development Problems

The HG Project addresses a series of interrelated problems.

1. The need for physical infrastructure is massive and urgent

Thailand's double digit economic growth has not been supported by
adequate environmental management nor by appropriate level~ of investment
in basic infrastructure. In all of Thailand there are only five
municipal wastewater facilities, and even these do not fully cover the
sewage discharge of the municipalities nor operate efficiently. Bangkok,
a city of eight million pe~ple, has no wastewater treatment system; its
canals are open sewers feeding into the Chao Phraya River.

Solid waste disposal in urban and tourism centers is inefficiently
managed. Only a small fraction of total solid waste disposal currently
meets reasonable environmental standards.

--_.•._"--" - .. - .•..•... - .

Roughly 80 percent of water pollution and solid waste is related
to urban and households sources, and about 50 percent of air pollution is
related to personal vehicles, as opposed to industry. Efforts to deal
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with pollution must, therefore, address urban household so~rces, as well
as sources from factories and agriculture. The po~rest segment of the
population is most affected by the health problems related to the lack of
urban infrastructure.

Thailand is beginning to address these problems, but the price is
very high. Based on RTG estimates for plants in Bangkok and 125· other
cities, investment in wastewater treatment alone would be in the range of
B70,OOO million ($2.8 billion). Once estimates are included for
financing solid waste collection and disposal systems, hazardous waste
treatment, and pollution abatement equipment, the total environmental
infrastructure investment needs are staggering.

2. Insufficient investment resources are being channeled into
environmental infrastructure

No government in the world has successfully raised enough public
revenues to cover all of its municipal infrastructure investment needs on
a current basis. Yet capital transfers from the national budget are. .

still the RTG!s main form of financing infrastructure. While there is no
shortage of private investment capital in Thailand, it is not now being
channeled into environmental infrastructure because of perceived risk,
high rates of return of other investment options, and the aversion of
banks to long-term loans (over eight years) that infrastructure
investment entails.

Thailand must begin to'use private loan financing to a much larger
extent in its investment plans, and to raise funds on the capital markets
if it hopes to make significant inroads in the area of environmental
infrastructure. If it is to tap private sector capital for loans, the

····R-TG·ml}s-taddrQs.s thaquestlon.of.r.isk., r.ea.Lor_pe.rcelved,oflending to
municipalities. In general, financial institutions consider
municipalities as risky borrowers because of their negligible experience
in lending to them.
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3. The demand exists for project financing from municipalities
and private operators

The evidence of demand for loans from municipalities is
incomplete. Previous programs offering small market rate loans (131.)
have been fully subscribed. Also, during project design, municipal
officials \'1ere asked to·identify high priority infrclstructure projects
they would like to include in future capital budgets if loan financing
were made available to them. Municipal officials identified wastewater
treatment and solid waste projects, among others, and indicated they
would be willing to finance these projects with loanl (See Annex 3), even
at interest rates close to market. There are no examples of BOTIBOO
projects in the environmental sector as yet, but there seems to be little
disagreement that guarantied loans would be in great demand when those
projects are designed and ready for construction.

4. The ability of municipalities to handle debt and contract for
BOT projects must be demonstrated and improved

There is. growing consensus that the central government cannot
manage all of the infrastructure projects required by Thailand's cities.
However, municipalities still have limited e~perience with borrowing, and
with no experience BOT projects for environmental infrastructure and
services. Within the Ministry of Interior (Mal>, the Department of Local
Administration (DOLA) manages a small ($8 million) Municipal Development
Fund (MDF> on behalf of local authorities which operates much lil~e a
credit union for municipalities to pool contribut'ons and then borrow
from the pool for small projects. This fund has been fully subscribed,
which is one indicator of demand from municipalities for additional
financing.

Also, ten secondary citles participated in the Regional Cities
Development Project (RCDPI> where approximately icen percent of the total

=-

•
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investment costs were borrowed by the municipalities from Krung Thai Bank
at commercial rates (13%).

::.

A. Goal and Purpose

A review of municipal budgets in five cities (Nakhon Ratchasima,
Udorn Thani, Nakhorn Sawan, Phitsanulok and Samut Prakan) was done for
this Project Paper. This analysis indicates that the largest secondary
cities could carry larger loans than they currently do with little change
in current practices. The analysis also identifies several strategies
whereby locally generated revenues cO'Jld be increased significantly.

;
-j

i
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I
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II. PROJECT DESCRIPTION

•

The goal of the Project is to assist Thailand to address key urban
environmental problems which are affecting economic growth and the
quality of life of urban residents.

The purpose of the Project is to assist Thailand to develop a
sustainable system for financing urban environmental infrastructure,
which benefits an urban households, including low income families.

B. Project Concept

1. EstaLlishment of a Guaranty Facility to stimulate
infrastructure investments

The ;; .... lng Guaranty (HG) Project will support efforts to
establish a ~ustainable system for financing investments in urban

. envlronmental:· 1nfrastrllGtu.rebysuppo~t-1-ng.a- newpu!}llc-prlvate.-Guaranty
Facility for financing urban environmental infrastructure. The HG
Project will prOVide lip to $100 million in HG loans, on a matching basis,

L..
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when the RTG authorizes capital for this Facility; up to $50 million 'n
additional equity will be provided by commercial ~~nks and other
financial institutions over the Life of Project. The Facility will
provide guaranties to private BOO/BOT operators and mun'cipalit'es which
they will use to secure loans from commercial lenders for env'ronmental
infrastructure projects.

Lending is expected to be five to eight times the l~vel of funds
in the Guaranty Facility. In the first two years, the Facility is
expected to have $50-$75 million in resources for guaranties and leverage
up to $600 million in loans. Over the Life of Project, the guaranty
funds could grow to $150 million and lev~rage $1,200.0 m'llion in loans
for environmental projects. Initially, six cities and BOO/BOT operators
are expected to borrow for urban environmental projects. Eventually, ten
fegional cities, the five cities in the Bangkok Metropolitan Region, and
Bangkok itself will have access to loan financing for investments in
wastewater treatment, 501id waste collection and disposal, and potable
water supply.

2. Conformity with country strategy and programs.

The Royal Thai Government (RTG) has identified both urban and
rural environmental protection and restoration as major themes in its
Seventh National Ecoilomic and Social Development Plan (1992-l~96)' Major
environmental objectives are to reduce solid waste and wastewater
pollution and to control water quality in the Chao Phraya River, coastal
areas, tourist destinations, and any areas which face sewage problems or
contamination of untreated water used for consumption. The Plan
identifies several guidelines which show agreement in principal with the
policy agenda identified for the HG project, specifically:

-_.-........ . ..........•.....

enforce the 'Polluters Pay' principal for pollution control;

:..
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change relevant regulations, rules and laws concerning
environmental administration to make them more conducive to
environmental infrastructure development;

mobilize investment to lessen and control pollution in its
various aspects such as through government subsidies,
public/private joint venture programs, or concessions to the
private sector; and

set up tripartite organizations with the government, private
enterprise, and the community to supervise and control
environmental quality.

Thailand is beginning to address many of its serious environmental
problems. Unleaded gasoline 1S be1ng phased 1n. Recycling and
composting programs are being explored. Toxic \-taste regulation and clean
up is beginning. Wastewater treatment plants are being designed and
constructed for cities, factories, and industrial parks. The Royal
Family is sponsoring a campaign for cleaning up the Chao Phraya River, a

•
pilot project.fo,- using constructed wetlands to treat wastewater,
reforestation, and other initiatives.

Public awareness has increased dramatically and polit'cal w'll is
beginning to change with regard to all of these impo~tant env'ronmental
concerns. However, issues of cost and sources of fund'ng for many
programs is still uncertain. The RTG understands that a new system of
financing is needed, and is beginning to explore options. There have
been a series of pronouncements in newspapers about new investments being
made through loan fi nanc ing, but, as yet, the new Guaranty Fac llity will
be the first system change in the way environmental infrastructure is

~--_ .._- .. -_.- -.- ... ···f-lnafH:ed.··

.- - .. \.

..
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3. Other donors active in infrastructure finance and municipal
development

Currently OECF is the largest donor for infrastructure in
Thailand, with a current committment of close to $900 million mainly for
roads and transportation. Of this amount, the Japanese have pledged $100
mt~lion to support the Environmental Fund in the Ministry of Science,
Technology and the Environment (MOSTE). The Environmental Fund, when it
becomes operational, will fund priority projects for industry and
cities. Most of the resources indentified for the Fund have been
earmarked by MOSTE, both grants and loans will be given. A MOSTE
spokesman said that these resources will to be disbursed in CY1993.
Given the Environmental Fund's limited resources, it is expected to
target highly visible projects, e.g., toxic waste dumps and high profile
tourist areas. The Guaranty Facility is seen as complementary to the
Environmental Fund.

Technical assistance in municipal development is now heing
provided by the Germany bilateral agency (GTZ). It is working with seven

I

municipalities on setting environmental priorities and strengthening.
local capacity for project implementation. The GTl program helped
develop a set of urban environmental guidelines for municipal leaders,
covering topics such as water pollution control, drainage, and solId
waste management. The next phase,is to develop local strategies to
address environental problems, with GTl assistance. Participating cities
include Chiang Mai, Nong Khai, Samut Prakan, Phuket, Trat, Phayao and Pak
Phanang. A.I.D. is currently working in three of these cities and GTl
has expressed interest in expanding 1ts program to other cities involved
in the HG Project.

. Anoth.er donQr is UNHABITAI•. wlttL.UNDPfundlnQ-, through itsUk·ban

Management Program (UMP). The UMP regional office in Kuala Lumpur has
been working with country committees, including Thailand, setting
priorities for the Program's second phase. Infrastructure management is
one thrust of that program.

-.
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In Phase I of the UMP, activities included a project with Thai
municipal authorities, "Involving the Private Secto!, 'in the Provision of
Urban Services", and the formulation of the Regional Staff Exchange
Programme for Urban Management in Asia. In Phase II (1992-1996>, the UMP
Infrastructure component is promoting affordability and appropriate
standards, pricing for cost recov~ry, targeting of subsidies, and
involvement of the private sector. Activities include city and country
consultations on policies and practices and the preparation of a
pUblication in 1993 entitled "Strategic Options for Urban tnfrastructure
Management. II

C. Project Characteristics

1. The Guaranty Facility/The HG Component

The RTG and financial institutions will provide capital for a
new Guaranty Facility for loans for environmental projects. As an
incentive to the RTG, HG dollar loans will be made available on a basis
equivalent to the RTG capital contribution. These dollar loans need not

•
be linked direc~ly to the capital in the Guaranty Facility through a
complicated currency exchange and loan arrangement. Instead the RTG
contribution, in baht, should be made to the new Facility using normal
inter-institutional arrangements. On a parallel basis, the HG loans will
provide foreign exchange for up to 30 years, with a ten year grace period
on principal, at current market rates in the U.S. <about 6t fixed). The
RTG is free to use this foreign exchange in any manner it determines
appropriate. The ~eJ~nm~goals of the Project will be met through
the successful operation of the Guaranty Facility. For a ~ore detailed
discussion of conditions: on HG loans, and the links with the operation of
the Guaranty Facility, see Section C.2. on Conditions for Use of HG

_______._.__ __ ._____Re~olLrces .



..:

-12-

a. Recommended organizational structure

A jointly-owned pUblic private corporation ts recommended
for the new infrastructure Guaranty Facility. The objecttve of having
public-private ownership is to promote private sector oriented management
practices, and to involve skilled private sector financial
professionals. While the Guaranty Faciltty can operate initially as a
fund, it should eventually become a corporation in order to be able to
increase its capital. When the Small Industry Credit Guaranty Fund
(SICGF) became the Small Industry Credit Guaranty Corporation (SICGC>,
its capital doubled. The ~apital of the Guaranty Facility will be
managed professionally. The manager will not have capital tnvested, nor
will it utilize guaranties which it manages for its own lending. Its
fees will come from issuing guaranties. as was the case with the Small
Industry Credit Guaranty Fund (SICGF).

All persons consulted tn both the publtc and prtvate
sectors agreed that private sector management would be preferable to a
government-owned guaranty facilIty. They believed that prtvate.
management would be more efficient, less subject to political influence
and encourage loan repayment by the municipaltties. A government
fac1lity would be subject to government civil service regUlations,
inc1uding salary scales, which would make attracting experienced,
co~npetent managers difficult. The manager of the new faciltty should be
an experienced banker, hired with private sector competitive salary.
Only a small staff will be required.

Recommendations for the organization of the new
corporation include the following~

-..

-
~

-.
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..

Board of Directors: Voting members would be representatIves of the
financial institution shareholders (banks, financial
corporations) and the MOF. Private sector members
would comprise the majority. Ex-officio, non-voting
m~mbers might include a representative from MOSTE,
and one from MOl.

Shareholders: l

Regulator:

Government would hold less than 501. of total equity.
Some commercial banks are public, e.g., Government
Savings Bank; GSB equity would be counted as public
shareholdings, along with the MOF's. Private sector
equity could come from both local and foreign banks,
finance companies (merchant/investment banking
subsidiaries), IFCT, and others such as insurance
companies.

Oversight and regulation would be the responsibility
of the MOF

-.

The Facility can be established by Cabinet resolution. A.
detailed business plan, including operational proce~ures fer the Guaranty
Facility, will be developed over the next three months. This plan will
serve as gUidelines for interim operations and as the documentation
required to support the NESDB and MOF request for Cabinet approval of the
Facility. Eventually, as in the case of the SICGC, a separate juristic
person will have to be approved by Parliament. The analyses which were
done for the Thai Guaranty Facility are described in ANNEXES C.l, C.2 and
C.3.

=-

. , ".,

The larger commercial banks and the Government Savings Bank are
--c_'· • • •••• _ ••• potentlally. the. .larges.t...shareholder:s_. p.ar.ttc..ipatlonw.Ulbe _s.ought from

at least seven financial institutions, primarily the banks that are
likely to lend to BOT operators and municipalities for environmental
infrastructure projects .
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b. Initial operations and management

Several interim options for placing the guaranty facility
in existing financial institutions were considered. Among the options
reviewed were using the Small Industry Credit Guarantee Corporation
(SIGCG) which provides loan guaranties for small industries, the
Industrial Finance Corporation of Thailand (IFCT) which provides project
finance to corporations. and the Government Savings Bank (GSB).

None of these institutions is an appropriate vehicle from
the standpoint of the type of projects to be financed. The only guaranty
organization in Thailand, SICGC; is charged with guarantying credits for
small industries. Having the SICGC manage the facility is not
recommended based on the lack of relevant expertise in evaluating large
infrastructure projects or other project loans to pUblic sector entities,
and its small size. Little relationship exists between th~ activities of
SICGC and the new Guaranty Facility for environmental projects. This
lack of business synergy in itself is sufficient reason not to involve
the SICGC. While not suitable to manage an infrastructure credit

•
guaranty facility, the SICGC shareholding structure provides a useful. .

model for consideration when establishing the new facility. Likewise,
the statute establishing the SICGC illustrates what areas should be
addressed in establishing a new Facility.

The IFCT probably offers the best possibility for an
interim management solution until such time as a corporation is
established. ,IFCT managed the Small Industry Credit Guaranty Fund, prior
to its establishment as a statutory corporation, the SICGC. It has also
managed a number of other innovative funds, e.g., the Capital Market
Development Fund and helped set up a new Credit Rating Agency. IFCT's

.. boar:cLsupports participatioc. as ..manager.af .the .newGuaranty facU tty. if

asked by the MOF to do so. There appears to be no legal impediment for
it to manage a guaranty facility on behalf of the RTG or' pubHc/private
shareholders .

-..
l.
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It might also be possible for a single bank to manage the
guaranty program prior to approval of the guaranty ~orporation. This,
however, would be a rIsky option for a privnte bank since it raises the
prospect of conflict of interest between lending and guarantying. Were
the bank ,not to be an active competitor, e.g., the Government Savings
Bank <GSB) or the Government Housing Bank <GHB), this conflict situation
would not arise. These institutions are not viewed as commercial
competitors. The MOF has recommended using the GSB, but the GSB does not
feel it has the necessary project evaluation skills. The GSB supports
IFCT as the interim manager.

Upon e~tab1ishment of the Guaranty Facility 'n 1994, the
RTG <through the Ministry of Finance) \'Ii11 domicile an initial sum of
approximately B625 million <$25 million) with the Facility Manager.
Another B375 million <$15 million) would be raised from financial
institutions.

The manager of the Facil ity wi 11 invest the equity and
other capital in government securities and/or secure investments

•
including shori term interest-bearing placements with creditworthy
financial institutions in Thailand. The diagram on the next page
illustrates the relationships between institutions when the Guaranty
Facility begins to operate..

c. Schedule for start up

:....

08/93

09/93
10/93

12/93
01/94
01/94

NOF agrees in princ'ip1e to support the establishment of a new
Guaranty Facility for environmental infrastructure.
First tranche of HG authorized.
Business plan,and additional analyses completed, with USAID
ass lstance. <PD&SJ.by RTGworklng .group,.
Propo~a1 presented to Cabinet.
"Prospectus" provided to potential private sector shareholders
HG Project Manager hired.
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STRUCTURE OF URBAN INFRASTRUCTURE CREDIT GUARANTY FACILll
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Comm1tments to become shareholders and purchase shares
obta1ned; operat10ns begin under interim_management structure.
managed by IFCT or another organization for a fee.
Pr1vate Sector Techn1cal Representat1ve (AEP) h1red.
MOF transfers RTG resources to Faci11ty. earnings from wh1ch
are used for start-up costs. admln1strat1ve cost and bu1ld-up
of guarantee reserves. HG resources are borrowe~. lf the RTG
decides 1t 1s approprlate. S1multaneously. proposal submltted
to Parllament for 1ncorporat10n.
Second HG Project manager hired.
First loans are made

2. Cond1tlons on the Use of HG Resources

The HG loans are be1ng made available to the RTG 1n support of
lts act10ns in establ1sh1ng the new Guaranty Facllity. In the f1rst
1nstance. up to $25 mil110n 1n HG loans will be authorized. equivalent to
the rHG pal d 1n capl tal for the Guaranty Fac l11ty.

A. I.. ~. 's 1ssuance of a Guaranty for the f1 rst HG loan 1s
dependent on the Royal Thal Government's demonstrated support for the
establishment of the Guaranty Fac1llty for loans for shelter-related
urban environmental infrastructure projects and for securing equ1ty
contributions from commercial f1nancial institut10ns. Pr10r to the
issuance of guaranties for subsequent loans. the borrower shall present
elig1ble expend1tures sat1sfactory to A.I.D. These requirements will be
set froth 1n an 1mplementat10n agreement to be signed by the United
States Government and the Royal Thai Government.

"E11gible expend1tures" 1n the context of HG projects relate
_ ..__ .. .... ..._..... -toshe1-ter-fe-la-te~servlees-·prov-1-ded -to'urbanreslde:t-ts-, liar-ticularly·low

income resldents. Some of the loans made for lnfrastructure projects
with guaranties from the new Facility will be used to justify the HG
resources through the presentation of "ellg1ble expenditures". Based on
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=
the social soundness analysis (Annex C.j), 75 percent of citywlde loans
in cities outside of Bangkok should benefit low lncgme famflles and
therefore be "el1gib1e expenditures". Within Bangkok, only 40 percent of
city-wide projects would be considered "eligible expenditures".

In most cases outside of Bangkok, proposed systems are
city-wide. In Bangkok, however, sUb-projects are much more common. The
borrowers of guarantied loans will be asked to c" dfy that projects are
city-wide. When they are not, borrowers will be asked to present an
estimate of urban households benefitting from the project, by income
level. Eligible expenditures as defined for this Project, will be
subject to certifications from A.I.D. staff as well.

3. Opportunities for U.S. Private Sector Participation/The AEP
Component

=

AEP grant resources will be used In conjunction with HG
investment capital to enhance the access of U.S. companies offering
equipment, ~oods and services for urban environmental infrastructure
projects.

;;

In prel1mlnar.y visits to four municipal1ties (Nonthaburi,
Samut Prakan, Nakhon Ratchaslma, and Bangkok), projects were Identified
for potential loan financing. Cost estimates (extremely rough at this
stage) were made for solid waste and waste water project~,. The estimated
total projected costs for these projects was about US$98 million; about
10 percent of total costs was for equipment and inputs requiring foreign
exchange, e.g., trucks, transformers. Other projects, such as flood
control and storm drainage, were identified, but no cost estimates were
made. Also a proposal for private water supply In Phuket shows potential

---.. -.- ----- .-. -----for- a--BOO---pro-jec-t-.·-Anne-x-C-.-3-.- prese-n-t-s---mere--de-ta-Hed"lnformat-'on- on
eligible projects and BOT/BOO and municipal projects which could be
financed by the Facility.
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Bangkok is especially, important as a market for u.s. goods
and services. The.first phase of BMA'~ waste water_treatment system is
already contracted, but will cover only two million of Bangkok's
estimtl.ted population of six million. The additional phase of waste '\;ater
treatment and other solid waste, and storm drainage projects in Bangkok
represent total costs which are larger than all of the projects in all of
the other cities in Thailand combined.

An estimated $1 million of AEP OA resources will support both
long-term and short-term assistance to identify viable municipal projects
for loan funding, and U.S. suppliers of appropriate equipment and
services. The use of these resources, described in Annex 0.3, may be
summarized as follows:

A ~ull time Urban Environmental Infrastructure Technical
Representative (TR) will'be hired and managed by the U.S. Thai
Development Partnership Project to work with municipalities on the
development of projects. When the Guaranty Facility is established, this
contractor would be involved in projects submitted for financing at a•
very early ~tag:. The TR would also provide on-the-job training to the
municipalitios on how to conduct pre-feasibility studies. He/she would
also look for joint venture opportunities in environmental infrastructure
for U.S. and Thai firms, and develop the groundwork for BOO/BOTs. AEP
resources will also support BOO/BOT project development and prOVide
enhancement grants for additional training to projects with U.S. private
sector participation.

In addition, AEP resources will be used to support aU.S.
broker/facilitor at a major U.S. association who will provide access to
U.S. equipment suppliers. The contract may be jointly funded with

---"--'- ., .... "-"'-lndon~s-ta' or--oth~r-Collntr-l~S---tOO~ tng- for'-th~-S'lime--k+nd-of-s~r-v-te~s-.- ThIs
facilitator will conduct searches for appropriate U.S. technologies and
services. based on the needs identified by the TR. The facilitator will

',' ...

=

•"-i
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make periodic trips to Thailand to get a thorough grounding in the
projects that are being developed, but will be ba5e~ in the U.S. The
facilitator will provide access to a range of U.S. companies which supply
the goods and services meeting project needs of Thai cities.

The AEP resources will support work w,th ten or more
municipalities. If a group of municipalities receiving loans need the
same equipment, e.g., transfer stations, trucks and other related solid. .
waste equipment, U.S. companies would have a larger marketing opportunity
than they would have working with just one municipality. Also,
opportunties for joint ventures would be identified on a regular,
systematic basis. If the Guaranty Facility becomes as large as some
analysts project, total financing for projects could surpass $1 billion.

4. Technical A~sistance/The Partnership Project Component
(Mission DA)

Technical Assistance will focus on cities borrowing for
municipal infrastructure. Grant resources from AEP will be used to

•
further the de.sign of projects which are accepted for loan financing, as
well a~ co provide greater access to U.S. goods and technical services.
Mission DA will be used to help borrowers, both BOT operators and
municipalities, to improve revenue streams to pay back loans .

In addition, several policy areas have been identified for
collaboration with the RTG, which further the Project's purpose to
develop a sustainable system of finance for infrastructure. For example,
promotion of.changes in property tax law, tax incentives for private
sector participation in municipal services and infrastructure, incentives
for public-private partnerships in land development, and o~her actions

...-'-wou-ld--'greatry" eXJ7and--the-:'private- .sector' 'involvement-in'envtronmental'

projects and the access to private finance for such projects.

I'
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Funds for short-term tec~nical assistance and twinning will be
approved when:

(a) A clear connection i5 made between the activ1ty and the
Project's objectives.

(b) The RTG can show that actions have begun to be taken on
the activity, i.e., there has been some progress on the activity.

(c) Counterpart resources, from DTEC, local government,
private sector, etc. are identified. If more activities are identified
than can be funded with available resources, selection will take into
account of the leveraging of additional funds of various activities.

(d) The U.S. has a comparative advantage in terms of
technologies or a solution to a problem.

Activities which may be funded include additional twinning
arrangements, such as the four which are underway:

•

Chiang Mai - Knoxville, Ta: This tWinning will focus on the
management of solid waste, looking at technologies for collection and
disposal, and ways to improve fee collection and to develop by
products which enhance revenues.

Samut pral;an - Corpus Christie, Tx: Samut Prakan is highly industrial
and faces severe industrial pollution, as well as problems related to
treatment of household wastewater. This exchange involves planning
for a new sewerage treatment system. Paiticipants will look at
options for operation and maintenance and the organization of Samut

·P'f·-aKaiff·swasfewafercrepa:rtm~mt·.·--n· ·a-tso~tnvotve-!= ttre~tntroducttorr- of
the concept of impact fees for both industrial and residential
development.

=-
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pattaya - Savannah. Ga: The lack of waste water treatment from hotel
and residences has had a negative impact on Patt~ya's tourism. This
tWinning focuses on the management and operation of two new plants,
water conservation, pUblic environmental awareness, and financing
options for additional wastewater capacity.

Jia.n.gJwk - SMl.i.t.au.Jliilri ct QUg~: The ctty of Bangkok is
facing significant water shortages as demand increases Without

, .

consonant increases in supply. This twinning focuses on the reduction
of leakages and water conservation, as well as on waste water
treatment and reuse.

III. IMPLEMENTATION

A. The Borrower of HG Resources

The Ministry of Finance (MOF) will be the borrower of HG dollar
loans.

B. A.I.D ..Project Management

The Project will draw upon Mission resources to prOVide management
support as well as short-term technical assistance. An estimated $1.255
million in Mission resources will be used from the approved U.S.-Thai
Development Partnership Project (493··0350). (A description of how the TA
workplan will be developed is provided in Annex 0.1.)

No additional U.S.'Direct Htre staff are required to manage the
Project. Two local PSCs will be hired by RHUDO for Project management.
Also. one local hire Technical Representative will be hired through the
U.S. Thai Partnership contractor to help identify viable projects, using
tne AEP'grant resources.

=-
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C. Evaluations and Audits

The mid-term and final evaluations are planned in the 3rd Quarter
FY 1995 and the 1st Quarter FY 199B, respectively. Audits will be
carried out in accordance with the Partnership Project audit plan.

O. Financial Plan

The only resources which are authorized by this Project Paper are
HG loan resources. The grant resources from USAEP ($1,000,000) and the
Mission (approximately $1,255,000) will be obligated through the
Mission's U.S.-Thai Partnership Project (493-350). That Project will
earmark resources to be used in support of the HG Project. For the
purposes of the Project Paper, an illustrative schedule of inputs of both
DA and HG loans is provided in section 2 below.

1. Obligation of HG Resources

HG resources are authorized on an annual basis, depending upon
•

the availability of authority given world-wide demand, and on
country-specific progress toward the objectives of the Project. While no
more than $25 million in HG authority can be authorized in anyone year
in any country, a borrowing can be much larger if a government decides to
space out its borrowing, e.g., every other yelr. The following is an
illustrative schedule of authorizations and borrowings for the Thailand
HG Project.

Illllstative Schedule for IIG loans
($000)

FY93 F\'94 FY95 FY96 FY97

HG authorization 20 20 20 20 20
UG Borrowings 25 25 25 25
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2. Schedule of Inputs

DA resources for technical assistance and project management
are earmarked from several sources, (Mission and USAEP) but are not being
obligated through this Project. The following provides an estimation of
all Project inputs.

Illustrative Schedule of Inputs
($000)

--
FY94 FY95 FY96 FY97 TOTAL

HG Borrowings 25.000 25.000 25.000 25.000 100.000
USAEP Grant'" .500 .500 1.000
US/ThaiPartn.Proj."'''' .315 .330 .280 .330 1.255
Other Resources"''''''' 100. 10 200.20 200.30 250.30 750.900

*See ANNEX D.E. for a description of the proposed use of the USAEP
resources.

USee ANNEX 0.1 for a description of the proposed use of the US-Thai
Development Partnership DA funds.

*"'*Two kinds of resources will be leveraged by the Project, principally
from the private sector. The principal purpose of the Project is to
leverage loan funds which will total an estimated $750 million, minimum,
by the end of the Project. In addi tion, an estimated $900.000 will be
leveraged in private sector (U.S. and Thai) and RTG resources in
connection with the technical assistance activities which are carried out.
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E. Procurement Plan

A range of contracting actions are expected in connection with this
Project. Although the procurement may occur under the Partnership
Project, the activities are listed herein.

=

Procurement Plan

'---

($000)
Category Type Contract Schedule Cost Fund Source

-

ProjManagem. 1 PSC 1/94 $160(4yrs) Partnersh.Proj.
- 1 PSC 6/94 $160(4yrs) Partnersh.Proj.-
.:: Evaluation IQC 9/95 $ 50 Partnersh.Proj.

Evaluation IQC 12/97 $ 50 Partnersh.Proj.
Tech.Assist. CoopAgrm/Partner 1994 ongoing $235 Partnersh.Proj.
Tech.Assist. CoopAgrm/Partner 1995 ongoing $200 Partnersh.Proj.

-:

Tech.Assist. CoopAgrm/Partner 1996 ongoing $200 Partnersh.Proj..
Tech.Assist. ,C?opAgrm/Partner 1997 ongoing $200 Partnersh.Proj.
AEP Tech.Rep CoopAgrm/Partner 4/94 $200 (2yrs) AEP Grant
Access U.S. direct grant 1994 $100 (2yrs) AEP Grant
Access U.S. CoopAgrm/Partner 1994 $200 (2yrs) AEP Grant
TAlTra in. CoopAgrm/Partner 1994-95 $500 (2yrs) AEP Grant

-
-

..
IV. SUMt4ARI ES OF TECHNICAL ANALYSES

A. The Feasibility of a Guaranty Facility for Urban Environmental
Projects in Thailand --
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Annex C.l. describes requirewents for successful guaranty
programs, reviews experiences with guaranty facilitjes in other countries
and wi th Tha11 and's Small Industry Credit Guarantee Corportion, SICGC,
and analyses the feasIbility of the new environmental infrastructure
Guaranty Facility.

The proposed facility appears feasible, legally, technically and
financially.

o It will have substantial paid-in capital from the MOF and
participating banks.

o It will be set up as a corporation, with a majority of board
members from participating financial institutions. Therefore,
it should have organizational autonomy.

o The proposal clearly has support from Government. The MOF is
taking the lead in establishing the Facility. The impetus
behind the RTG is its intention to reduce grants, and decrease•
the ~entral government's funding of municipal public works
(currently about 75%).

o Risk is shared with the private sector since commercial banks
will have equity in the facility.

o Appropriate security in place of collateral is likely to come
from special deposits of municipal resources in a sinking fund
which would be used as first line guaranties against default,
and BOT projects will offer other forms of collateral .

-
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o With a guaranty, banks can use their "prime" rate, 11-12
percent, aod have an adequate spread.

o An appropriate fee structure can be established, based on the
needs of the banks, and the experience gained in other
guaranty facilities. One of the problems encountered in
Thailand's SICGC was that the fee structure did not cover
administrative costs for very small loans. Environmental
projects will require much larger loans.

o In general, there are no legal impediments to the creation of
a new Facility. A Cabinet resolution is required initially.
Operations can begin immediately. Parliamentary approval will
be sought later, as was the case for the SICGF.

There are some concerns related to the perceived capacity of
municipalities to borrow. This subject is analyzed in ANNEX C.2.

B. Illustrative Projects for Loan Financing
I

.
The Guaranty Facility for environmental infrastructure is being

designed to finance private and public sector projects. While all
projects will be built by the private sector, a few also may be owned and
operated by the private sector, or as public-private partnerships. Solid
waste management project~ lend themselves to private sector initiatives,
since fees and revenue streams can be more directly managed by the
private sector. In a 8/19/93 article in the Bangkok Post, the Chairman
of a large Thai finance company identified waste management as one of two
sectors in ~hich the company planned to invest in the immediate future.

Bulk water supply also provides potential investment opportunities
-for the prfvatesector .. <DistribUtion networKswfthihcttnrsare less
appealing to the private sector given tariff collection considerations.)



-28-

A recent proposal for Phuket has received wide attention. This proposal
is to develop a private Phuket Water Authority that_would seek to develop
a reservoir in nearby Phangnga Province, then pipe and distribute the
water throughout Phuket.

In addition to private sector initiatives, municipalities have
many projects wh'ch are on hold due to lack of financing for the central
government. For example, Nonthaburi would like to develop a new sanitary
landfill site to replace the existing distant one (35 km. away) which has
little remaining capacity. A new landfill site is estimated by city
officials to cost about 15'2 million Baht. The city also needs more and
improved refuse collection vehicles. The total capital requirements for
the next three years for the sanitation department amounts to some 166.2
million Baht, or $6.64 million, split equally between local and foreign
costs.

Similar projects have been identified in Samut Prakan, Nakhon
Ratchasima and various other secondary cities. The BMA has embarked on
an extensive waste water treatment project. The contract has been let

•
contract of thr~e of the four project for the First Phase but the largest
part of the Project is still in the design stage.

The types of projects eligible for loan financing have not been
finalized, but the list ~s expected to include:

Solid Waste Projects, e.g., collection vehicles of various
types, recycling equipment.

Resource recovery systems: sorting, separation and/or
spreading, composting, methane gas production, high
temperature reduction and energy production.
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Refuse disposal: land fill construction, drainage control and
equipment (trucks, tractors, cranes, barges), waste storage,
clean up and closing of land fills.

Potable Water Projects, e.g., wells, aquaducts.

Storm Drainage Projects, e.g., street drains, tunnels, lined
canals, grates, settling basins, dikes, wetlands construction,
and k10ng dredging and cleaning.

Waste Water Projects (Gray Water), e.g. installation,
expansion, rehabilitation and upgrading of waste water
collection networks and sewers.

See Annex C.4 for a more detailed list.

C. Institutional Analyses

1. Ministry of F)nance (MOF)
•

The MOF is ultimately responsible for all decisions related to
RTG foreign currency borrowing and domestic fiscal policy. Its Fiscal
Policy office has two divisions which will be involved in the Project, a)
loan Policy and Management Division which will monitor HG borrowing, and
b) Monitary Policy and Financial Institution Division which will oversee
establishment of the Guaranty facility. The MOF is also the sole
government entity that can hold shares directly on behalf of government.
The MOF has the authority to commit the government to financial
guaranties under the Act Determining the Power of the Hinistry of
Finance. The MOF's involvement in the creation of a similar guaranty
facility (SICGC) is described in Annex C.l.
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2. The Industrial Finance Corporation of Thailand (IFCT)

The Industrial Finance Corporation of Thailand (IFCT) is
likely to be the interim manager of the new Guaranty Facility. It is a
development finance institution established in 1959 under the Industrial
Finance Corporation of Thailand Act. Its main objectives are to promote
the development of private industrial enterprises and the domestic
capital market. It is managed as a private organization, and its
financial services for projects are consistent with the Gov~rnment's

development policies. Its services include: medium and long term loans,
working capital loans, equity investments, loan syndications, guarantees,
and investment advisory services. IFCT also manages special funds set up
by the Government, such as the Industrial Development Fund, the Capital
Market Development Fund, and the Small Industry Credit Guaranty Fund.
IFCT's shareholding structure is approximately as follows: commercial
banks, foreign and Thai (30%); private companies, finance, security, and
insurance (29%); Ministry of Finance (17%), Krung Thai Bank (8%) and the
remainder with private individuals. Its affiliated companies include:
The Mutual Fund Co., Ltd., The Thai Factory Development Co., Ltd., The,
Industrial Management Co. Ltd., The Thai Orient Leasing Co., Ltd., and
the Bara Development Finance and Securities Co., Ltd.

3. Ministry of Science, Technology, and Environment (MOSTE)

MOSTE is responsible for formulating RTG environmental
protection policies and funding selected environmental infrastructure
projects. It has been playing a leading role in ensuring that other RTG
agencies adopt and follow appropriate environmental standards. The
Environmental Act of 1992 provides MOSTE with widespread authority in a
number of environmental areas.

=
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MOSTE issues specific regulations for Environmental Impact
Assessments (EIAs). EIAs are required for hotel or_resort facilities in
environmentally sensitive areas with more than 80 rooms, for industrial
estates of all sizes, for theremal power plants, and several types of
industrial installations. Environmental Analyses (more streamlined than
EIAs) will be conducted for all environmental projects financed through
the Guaranty Facility. Only in cases \o/here indicated will EIAs be
required.

The MOSTE Environmental Fund was launched in March 1992,
although no projects have been funded, as yet. Initial capital includes
$20 million from the RTG budget and $200 million from the Oil Fund.
Fifty percent of the Fund is earmarked for industrial pollution control
and 50 percent for municipal waste management. The Fund will be used in
support of the RTG's budget in solVing politically sensitive
environmental problems such as wastewater, solid waste, air pollution,
and natural resource management.

The Environmental Fund will disburse some resources in the
I

form of grants, and some as loans. The terms of loans have not been.
established. The range of five to six percent has been mentionl~d, as
well as four percent per quarter (which would be a market rate) 0. The
manager of the Fund has not yet been announced. When the conditions of
the resources are determined, and the Fund is operational, it is likely
that the funds will be distributed qUickly. Most of the funds have
already been earmarked for projects according to various government
spokesmen. OECF has indicated support for additional projects in the
future, with funding levels u~ to $100 million a year.

The MOSTE Director of the Fund sees its operation as
complimentary to the Guaranty Facility. Given the Fund's resource
-lhll1tations and the high polftical"proffTe"oflts project, e.g.,
hazardous waste dumps, important tourist locations, its disbursements

--
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probably will be made on soft terms. This is not, however, seen as
competition with the Guaranty Facility given the va~t needs for
investment in Thai c1ties and industry. If cities receiving
Environmental Fund resources are credit worthy, they would be able to
borrow with guarantie~ to carry out a greater number of projects.

The information gathered for the development of the Guaranty
Facility will be shared with MOSTE and with other RTG institutions
involved in municipal finance. As these various financing mechanisms
become operational, coordination will be continued.

4. Ministry of Interior (MOl)

The MOl is critical to the project insofar as loans are made
to municipalities~ Few municipalities have the resources or, training to
"go it alone" though, they have more authority and capability than they
use. Within the MOl, several offices may be involved:

:::

=-
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o• Office of Policy and Planning (OPP): This office is
responsible for preparation of pol1cles and plans on
activities under the responsibility of the Ministry
and coordinates with other agencies at the national
level .

o Public Works Department (PWD): This is genenlly the
lead technical agency for the MoInt in the
development of water supply, sanitation, and other
engi neeri ng works outs ide of Bangkok. Pl'lD is
especially important in the develo~nent of wastewater
treatment capabilities for municipalities and other
local governments.
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Department of Local Administration (DOLA): DOLA is
responsible for all activities ~t the provincial and
local levels.

5. Office of the National Economic and Social Development Board
(NESDB)

This is the national agency which serves as an advisory [,ody
to the Prime Minister. Its responsibilities include the development of
policies and preparation of the five-year development plan at the
national level.

NESDB has been helpful in coordinating other RTG line agencies
in the preparation of the HG Project. If Cabinet approval is required
for the creation of the Guaranty Facility, the NESDB will advocate its
approval. The Cabinet would request NESDB's analysis and recommendation
of the HG Project.

6. The Department of Technical and Economic Cooperation <onC)
I

DTEC coordinates all foreign grant assistance to Thailand.
Proposals for both RTG and foreign donor agenr.y initiated projects are
channelled through DTEC for review and approval. DTEC will need to be
consulted frequently during project implementation so that the
effactiveness of USAID grant assistance, and possibly other donor
funding, can be maximized to the greatest extent possible.

7. Ministry of Industry (MOlnd)

This Ministry could be involved in BOO/BOT Projects financed
by a Guaranty Facility,
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B. Banks and Other Financial Institutions

Sixteen Thai commercial banks operate in Thailand, as well as
the Government Savings Bank which undertakes many commer~ial banking
activities. The largest commercial bank is Bangkok Bank, Ltd.

The commercial banks do not generally lend to municipalities,
except for the Bangkok Metropolitan Administration (BMA> , for large, high
profile projects which involve participation of consortia of prominent
companies. The banks would be most interested in BOT projects, and would
look most favorably upon projects for Bangkok because of project size.

The Krung Thai Bank has the most experience lending to
municipalities. Initially, it is expected to be the most 'nvolved in
this lending.

9. BOT Operators'and Municipalities

BOT Operators and Municipalities will be the borrowers under•
the Project..See ANNEXES C.S. and C.2. for discussions of municipal.
functions and debt capacity.

D. Economic Analysis

ANNEX C.G has an overview of Thailand's economy. Regarding the
use of HG loans, given Thailand's ADC classification, the use of such
resources for development is extremely appropriate. HG dollar loans,
made by the U.S. prlvate sector, carry a U.S. and a Host Country
Guaranty, and usually are for 30 years with Q ten year grace period on
interest. While the loans are at market rates, rates in the U.S. are
relatively low at this time. HG loans provide untied foreign exchange.
These doll ars can be"used by the gove-"nment t'o re'structure commercta1
debt, or for any other activity requiring foreign exchange. If urban
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infrastructure projects require foreign exchange. this can be made
available directly from the HG loan as deemed appropriate by the RTG.
Also. Thailand's creditworthiness, as determined by the Department of
Treasury. makes it an emminently suitable borrower of USG guarantied
loans.

The HG project is also economically sound In that it is supporting
RTG efforts in developing .~~~ financIng for infrastructure. The
projects will be financed with commercial bank loans. Also, cost/benefIt
analyses of environmental infrastructure projects should take into
account the environmental cost to society that results from the lack of
basic infrastructure. While this cannot be quant1fled In exact terms for
Thailand, it is clear that Thailand as a nation is paying dearly for its
lack of basic infrastructure. both In terms of poor qualIty of life for
urban residents and in economl~ disIncentives.

The grant funded activities will follow the strategic partnership
model which reqUire considerable leveraging of resources from partners
and is aimed at identifying sustainable solutions to development

•
problems. (See Partnership PP.)

E. Financial Analysis

BOO/BOT projects must have adequate revenue streams in order for a
private developer to be interested in investing. In many cases, these
revenue streams are from municipal budgets.

Annex C.2 provides an analysis of the income and expenditure
patterns of municipalities. It looks at their existing unused capacity,
and at possible medium term courses of actions which could significantly
change the revenues and borrowing capacity of cities in Thailand. Five

::.
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sample cases were examined. If these munic1pallties were to increase the
average percent of income dedI cated to debt servl ce_ from sIx to ten
percent (still less than the 15 percent average internationally>, and
also dedicate annual surpluses to debt servIce, borrowings could rise by
$46 million immediately. The application of better property tax
assessment procedures could almost double that source of revenue. Over
the medium term, other techniques or strategIes could fundamentally
change the revenue of cities and their autonomy with regard to borrowing
and capital expenditures.

F. Social Soundness Analysis and Homen in Development

ANNEX C.7. provides information on urbanization, and income levels
in Thailand. Based on NESDB data, the national urban median for 1993 is
814,305 per month. The data shows that the median income of households
in ill cities outside the Bangkok Metropolitan Region is lower than the
national urban median. About 75 percent of the entire urban population
outside BMR falls below the national urban ~edian. Therefore, for the
purposes of the HG Project, 75 percent of ar.y city-wide urban•
environmental ,project outside Bangkok, should be "eligible expenditures II

for HG disbursements. In the case of Bangkok, the 40th percentile (Bht.
13,749 in 1993) is close to the national urban median. Therefore, 40
percent of city-wIde projects in Bangkok should be an "eligible"
expenditure for the purposes of HG disbursements.

The situation of woman in Thailand is relatively good as
demonstrated by comparative gender gross enrollment rates at all levels
of education. Official data is not sex idsaggregated, but numerous
private studies have shown roughly equal enrollment rates, high female
labor force participation and relatively low gender-related wage

·dlffef'entials. Supporting datafol"tM-s- apPl"oaeh wefe pfov-hled to AID1~~

in the Thailand WID Action Agenda of 1989.

I
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Children are expect~d to benefit most from improved health as a
result of better infrastructure and sanitation. ~lo_men, as primary health
care givers for children, will also benefit in terms of reduced time and
cost spent on illnesses. No adverse effects are expected from the
Project on women or children.

G. Environmental Analysis and Determination

A categorical exclusion was requested for this Project. The
Project is entitled to a categorical exclusion from the procedural
requirements under section 216.2(e)(2) because it provides for two basic
categories of assistance:

(1) Training and technical assistance (not inclUding construction
of facilities) and

(2) Financial support for an intermediate credit institution.

Financial assistance is provided through support for an
•

intermediate credit institution, the Guaranty Facility. This facility
will promote bank lending for urban environmental infrastructure by
providing repayment guarantees for approved projects. Implementation,
inclUding assessment, review, and approval of projects, will be performed
by Thai, consultants, credit institutions and government agencies subject
to the criteria established for this program. While AID has established
basic criteria and program direction, it will not have knowledge of
individual projects prior to funding nor will it have control over
individual projects selected. This support for an intermediate credit
institution is also specifically identified as qualifying for a
categorical exclusion under section 216.2(c)(2)(x).
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Despite these categorical exclusions from procedural requirements.
both USAID and the RTG are committed to inclusion of environmental
criteria for infrastructure activities under the Project. All projects
proposed for funding with guaranties will first be subjected to
environmenal analysis by an independent environmental consultant
registered for that purpose with the Ministry of Science. Technology and
Environment. In addition to the environmental analysis performed on
behalf of the project proponents, project supporters will also have to
assure that their analysis has been reviewed by the MInistry of Science
Technology and Environment or another competent Independent environmental
review body. See ANNEX E. for a more detailed discussion of the
institution responsibilities for environmental reviews and suggested
technical assistance.

..

-.
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PROJECT DESIGN SUMMARY
logical Framework

"G Program for Urban Environmental Infrastructure
Project Title and 'hanber:_4..:.:9;.::3--=-H::,:G:...-OO=-=-=4 _

AUNt-A IS
Life of Project
From FY 93 to FY 98
Total U.S. Funding Authority HG $100 million
Date Prepared a/g)

:-Mid-term Evaluation of Project i
I-Final Evaluation of Project

- Potable water
- Wastewater treatment
- Environmentally sound solid waste

disposal
- Drainage

UarratlVe StIlIII1ary : ObJectlVely-Verlfiable Indicators ': Means of'Verification :Important AssuiiijjtlolDsI I I
ogram or Sector Goal: The broader: Measures of Goal AChievement:!. !Assumptlons for achieving goal
jective to which this project : : :targets:'
ntrioutes: ~ Increased number total urban house- ~ ~ ~

holds and low income household& with: : :
Iassist Thailand to address key

an e"vironmental.infrastructure.
vblems.

Project Purpose: : ConCfitlons that-Wil'indicate: :-Assumptlons foraCliieVing purpose:
purpose has been achieved:EOPS

assist Thailand to develop a
stainable system for financing
uan environmental infrastructure,
ich benefits urban households

Icluding low income families.

- 10 cities have borrowed for urban
environmental projects and citywide
systems have improved.

- Project Monitoring Reports.

- Final Evaluation of Project.

- Mid-term Evaluation of
Project.

pUts: '--- :'Magmtude of Outputs: : .: Assumptlons for acluevlng Outputs:
Establishment of Facility : - Facility with $150 million guaranty : - Project Monijtoring Reports. '
to guaranty loans for municipal : funds and 1,000 million or more in
infrastucture. : loans over lOP.
loans are made for environmental ~ - An increase of 25~ in local revenues
infrastructure & overall investment of participating municipalities,
increases. : minimum, over lOP.
Participating cities ipcrease : - 10 Thai cities introduced to U.S.
revenue & become more credit : suppliers of goods and services.
worthy. : - 2-3 BOO/BOT urban infrastructure
U.S. suppliers provide goods ~ projects ide~tified.
and services for projects.

•

~

I 1

280 330

500 500

3115 330

1'1 1 I!

.
I.
I

1'1

Inputs: : Implementatlon target (Type & Quantity)~ = Assumptions for prQviding inputs:
: 94 95 96 97: :!

00 .illion equivalent of RTG : 2S ~ 2S 2S (HG Borrowing): Annual BUdget Submission
resources to Guaranty Facil ity. I -

o.illion additional equity from •
commerical Thai banks and :
financial institutions. I
.il1ion AEP grant for US techno
logy and enhancellents•

•25 .i11ion Mission grants for
project .nagsent and TA.



ANNEX C.l

FEASmTLITY OF A GUARANTY FACILITY
FOR URBAN ENVIRONMENTAL PROJECTS IN THAILAND

This analysis reviews requirements for successful guaranty facilities, the experiences with
facilities around the world and in ThailaJ,1.d, and summarizes why a new facility is feasible.

A. REQUIREMENTS FOR SUCCESSFUL CREDIT GUARANTY PROGRAMS

Capital Adequacy

Successful credit guaranty agencies have substantial paid-in capital, which is invested in interest
bearing securities. Investment earnings are sufficient to keep the guaranty organization
profitable even during the first years when operating revenues are relatively low. Capital is
equal to at least 25 %of anticipated outstaJ:1dings at start-up, gradually declining as a percentage
of outstandings in subsequent years.

Organizational Autonomy

Organizational autonomy is vitally important. Successful credit enhancement guaranty programs
have the authority to maIo::: their own decisions, guided by their own managers and Board of
Directors. They do not mal,~ business decisions solely for political reasons and are not required
by government to undertake unprofitable operations unless they are acting as agent for the
government, using government funds or committing the government to the related risk.

Support from Government

Support or at least benign neglect from Government is important for successful credit
enhancement programs. This support is primarily in the form of the provision of funds on
favorable terms, a reasonable and appropriate regulatory environment (e.g. tax and reserve
policy requirements), and publicity given the guaranty agency by government to encourage use
of the guaranty program.

Proper Risk-Sharing

----Vital---to-success--is'rcquiring that commercial banks and borrowers share risks in every
transaction. Losses may be limited by cofinancing and cooperative guaranty agreements with
other government and private programs.
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Appropriate Fee Strocture

Successful guaranty programs operate on the principle that availability of credit is more
important than cost, but also that the program itself must be profitable over the long-run in order
to survive. Accordingly, fees reflect the real costs of doing business and maintaining the value
ofcapital. This means that guaranty fees are designed to cover related claims and administrative
expenses.

Diversity of Operations •

••

In order to be fully successful, the guaranty programs must be flexible and have the ability to
offer a range of programs to meet the varied financing needs. The needs for, and use of, these
programs will vary over time, as will their profitability.

Quality of Management

Successful credit guaranty agencies are run by financial professionals who have extensive prior
experience with the management of private financial institutions. They are personally familiar
with the techniques of financing and are .flexible, efficient, profit-conscious managers. In order
to obtain and keep such individuals, the credit guaranty agency provides compensation
comparable to that in private sector banks.

Efficiency of Procedures

Successful credit guaranty agencies keep paperwork and administrative procedures to the
minimum. Average processing time for guaranties is one month or less, and internal analysis
is structured to emphasize chect:1ist procedures· rather than extensive memo-writing.
Discretionary commitment authority is given to officers within the organization.

Aggressive Marketing

Marketing familiarizes banks, municipalities and government agencies with programs and
encourages their use. Marketing is directed to financial institutions, all types and sizes of
municipalities and to all geographic regions of the country and is frequently done through third
parties, such as banks and government agencies.

Skill in Credit Analysis

Successful credit guaranty agencies have guaranty executives with sound judgement, extensive
experience, and mastery of the techniques of risk analysis. Losses due to inadequate analysis
and structuring in the early years are reduced as the credit guaranty agency learns from its
mistakes and upgrades its skills.
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"Appropriate Security for Crfldit Guaranty Operations

Security may consist of deposits of municipal resources, guaranties or pledge of funds from
central government or other a,ppropriate sources of funds. Hypothecations and other charges on
real property may be made; be made, but are not common due to the political and social
implications of pledging public resources to private lending institutions. Guaranty underwriting
policy emphasizes taking minimum security consistent with acceptable risk parameters for the
whole portfolio.

-..

Technical Sophistication ..

The credit guaranty agency must be able to utilize the latest techniques, change those techniques
as necessary to meet the requirements of specific projects and conditions in the financial
markets. To attract finance fnr large scale infrastructure projects on a synd~cated basis from
financial institutions, including foreign banks, the guaranty agency must be able to work with
lenders and municipalities to structur(~ appropriate, innovative financing packages. Financial
engineering techniques used tofinancl~ private business projects may provide useful models for
structuring municipal facilities ..

B. SUMMARY OF EXPERIENCE, IN OTHER COUNTRIES

Guaranty funds have been operating in" some countries for over 25 years. In OECD countries,
these funds are a means for stimulating growth and realignment. Two examples which support
municipal as well as industrial investments can be found in France and the U.S. Thailand also
has an example of a Guaranty Fund, although it is directed at small industry.

France's SaFARIS, (37.5% government owned), has set up fourteen special districts for
regional and municipal rehabilitation and industrial renewal. Thirty-two per cent of the credit
guarantees issued in 1991 were related to public works and regional rehabilitation. As of
December, 1991, outstanding guarantees issued were almost $1.5 billion. Only six percent of
loans are in default.

In the U.S. guarantees are provided by the Small Business Administration. More than $16
billion in guarantees have been issued. $1.2 billion are performance 'guaraI)tees supportingk
municipal services and public work contracts.

For this analysis, additional guaranty programs were reviewed many of which (e.g. Bolivia,
Paraguay, and Costa Rica) were sponsored by USAID and those funded in part by the World,
BanlL(Le.lamaica, Cameroon, SrLLanka, Morocco.ancL Portugal). ,Special attention was-paid '
to the schemes in Malaysia, Indonesia and the Philippines which were deemed of special interest
and relevance to Thailand. Guaranty Funds operating in Taiwan and Korea were considered to
be notcomparable in scope and purpose to the Thai Project. Attention was also given to IFCT's
existing Small Industry Credit Guarantee Corporation.

/ ,;
I
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The most striking aspect of the guaranty funds is their great diversity. The diversity extends to
objectives, to structure and to operational mode. In principle, mos! if not all of the guaranty
funds purport to facilitate the entry of the small (and medium) scale enterprise to the formal
financial market institutions. But they differ greatly in their definition of the target groups, in
designation of the financial institutions, and in type of credit made available.

Among the most frequently cited barriers to entry are commercial bank's risk aversion, lack of
adequate collateral among borrowers, and the dearth of project-based term finarice with generous
grace period and extended loan duration. Although most, if not all, of the guaranty funds
emphasize the lack of collateral as the pnncipal rationale for the partial assumption of risk by
the funds, none of them (with the possible exception of the Philippines ILGF) specifically
imposes a ceiling on the borrower's collateral as a condition of eligibility.

The vast majority of the guaranty funds look to the commercial banks as the primary lenders and
employ a variety of devices to insure their participation. The ILGF does so in essence, by
providing the participating banks with funds obtained from external donors. The Indonesian
Askrindo uses state owned banks as a principal vehicle, and the two Malaysian funds rely on
mandatory proportions imposed on total assets of the private commercial banks.

In fact, most of the guaranty funds either combine their guaranty operations with on-lending or
rediscounting functions or else rely (as in Latin America) on extensive and elaborate supportive
systems of technical assistance and training aiming both at the commercial banks personnel and
at their clients.

The diversity of aims and objectives is reflected in the structure and operational modes of the
funds. There is a great variety of arrangements in apportionment of authority, in allocating
responsibility and ,in assumption of risks. The guaranty as a percentage of loan range from 25 %
to 90%. In some schemes the lenders assume full responsibility for appraisal and recovery
(e.g.; the Thai SICGC), in others, a large part of the responsibility is vested in the guaranty
authority and so on.

Given the great variety of the funds, it is difficult to generalize but a number of tentative
conclusions do emerge:

o Focused schemes appear to achieve their basic objectives better than multipurpose
schemes.

o Complex procedures for allocating responsibility between the lender and the fund
authority add.1itt1e~ et'fectivenessofthe scheme but cause delays and increase
costs thus further impeding the genuine participation of the commercial lenders
in the programs.

o Guaranty funds, if they are to succeed in their developmental aims, must be
prepared to face risks and to incur losses, within reason.
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"C. THAILAND'SSMALLINDUSTRY CREDITGUARANTEE CORPORATION(SICGC)

The Small Industry Credit Guarantee Corporation (SECGC)is relevant as a model of a
guaICll1ty fund in Thailand, but its institutional structure not suitable for the new facility.

1. History

The SICGC was established by the Small Industry Guarantee Corporation Act, passed by
Parliament on December 30, 1,991. As a result of this Act, all business and operations of the
former Small Industry Credit Guarantee Fund were transferred to the SICGC effective
February 21, 1992.

The Small Industry Credit Guarantee Fund (SICGF) - The SICGF concept was first
conceived by the Joint Government-Private Sector Consultative Committee on Industrial
Development during the latter part of 1983. The Committee members mutually agreed that
the main Gbjective of the SICGF should be to provide credit guarantees for viable small
industries which lacked the necessary collateral to obtain sufficient credit from commercial
banks or the Industrial Finance Corporation of Thailand (IFCT).

Upon a proposal from the Ministry of Finance (MOF), the Cabinet passed a resolution to
establish the SICGF on June 26, 1984 and appointed the IFCT as its administrator.
The SICGF was meant to operate for five years and then be incorporated by Parliamentary
resolution.

SICGF's Board of Directors (elected by the shareholders) agreed to pay management fees to
the IFCT at the rate of 10% on the SICGF's net income. It was also proposed that, after
five years of successful operation, the Government would consider establishing the SICGF as
a fully juristic person.

The start-up capital of the SICGF was 1200 million, equally shared by the private sector and
the Ministry of Finance on behalf of the Government. With regard to th~ commercial
institutions, the Krung Thai Bank and IFCT each held a share of 120 million while a major
portion, m60 million, came from the Thai Banker's Association. Currently, shareholders
are: commercial banks:

MOF 43.76%
.: IFCT 11.91 % =---

Bangkok Bank Ltd. 11.91 %
-

-
. KrungThaiBankLtd. 9~19%.

-
-~-_._-'---'-'.. '

-

Thai Farmers Bank Ltd. 6.01 % -

Siam Commercial Bank Ltd. 2.96%
Bank of Ayudhya Ltd. 2.38%



,
Bangkok Bank of Commerce
Bangkok Metro. Bank Ltd.
Thai Military Bank Ltd.
Siam City Bank Ltd.
First Bangkok City Bank
Bank of Asia Ltd!.
Union Bk. of Bangkok Ltd.
Thai Danu Bank Ltd.
Nakomathon Bank Ltd.
Laem Thong Bank Ltd.

2.38%
1.79%
1.79%
1.79%
1.19%
1.19%
0.60%
0.60%
0.30%

• .. 0.24%
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On April 17, 1985, an Agreement on the Establishment and Operation of the SICGF was
signed with the Regulation on Rules and Procedures instituted shortly thereafter. The SICGF
began to offer its services in November, 1985 in four provinces which were proclaimed as
small industrial development zones: Songkhla, Kanchanaburi, Phitsanulok and Khon Kaen.
Seminars were then held in each of the provinces to introduce guarantee service:s to bankers
~md small entrepreneurs.

Following the initial introduction period in the field, evaluations were made and some rules
and regulations of the SICGF were accordingly changed to

meet the customers' demands. In May, 1986, the SICGF extended its services nationwide.
Small entrepreneurs were able to ask for SICGF servkes from any commercial bank branch,
IFCT and its regional offices.

Operations of the SICGF required fund review of complex guaranty applications and, Sn most
cases, field re~iew of loans prior to guaranty approvals. Technical assistance from ADB and
IFCT's experience in broad banking activities provided evidence that staff were capable of
carry' out the activities SICGF required.

In 1987, the SICGF joined USAID in its Rural Industries and Employment Project (RIE) and
was granted US$8 million or approximately 1200 million to establish the Small Industries
Guarantee Facility (SIGF). The operation of the USAID sponsored SIGF was far simpler to
manage than that of the SICGF primarily because of much simpler application procedures
and no requirement for IFCT review of loans prior to guaranty approval. In essence, the
SICGF served as the custodian of the SIGF guaranty funds. Since the staff at tiat time were
expected to be almost fully occupied with operating the SICGF, additional staff were
required to manage the SIGF second window. USAID's RIE project provided funding for

-- .__ suclLstaff.inthe form ofaS.40,OOOL~earhudgetfm:administrati~eexpenses.Guarantyfees~

charged at 1.5% per annum, were accumulated to cover guaranty payments by the SIGF for
defaulted loans. Due to policy changes, however, USAID requested that the SIGF be phased
out in 1990.

In 1990 the SICGF become a statutory corporation, the SICGC.
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Organization and Guidelines
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= The shareholdem of the new corporation, SICGC, namely, the Ministry of Finance, the Thai
Banker's Association, the Krung Thai Bank, the IFCT and commercial banks, remained
unchanged from those of the SIca Fund. The SICGC is currently 52.94% government
owned, although the MOF intends to sell part of its holdings in order to reduce the RTG
share to less than 50%. The policies and operations of the SICGC are formulated and
supervised by the Board Of Directors. The Board of Directors consist of representatives
from the SICGC's shareholders and are:

Chairman

Mr. Suphachai Phisitvanich
Director-General
The Excise Department, MOF

Directors

Dr. Somchai Richupan
Director General
The Fiscal Policy Office, MOF

Dr. Sathit Uthaisri
SeniClr V.P.
Bangkok Bank

Mr. Anuchata Chaiprapha
Advisor
Thai Military Bank

Mr. Aswin Kongsiri
General Manager
IFCT

Mrs. Ninlavan Vudthivat
Assist. Managing Director
Thai Danu Bank

Mr. Padetpai Meekun-Iam
Director, Planning Division
Department of Industrial
Promotion, MoInd

•

Mrs. Rasaporn Nivadawong
Manager, Government Credit Policy Department
Krung Thai Bank

Mr. Chinsuk Viravan
Director & Secretary to the Board

---SlGGe

Mr. SuphotRJtisuwan
Advisor to the Board
DirootOF,-Banking-Department
Bank of Thailand

The SICGC is divided into three departments: the Credit Guarantee Department, the Business
Promotion Department and the Administration Department.
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For small industries who wish to use the guaranty service of the SICGC, the following
criteria must be met:

1. The total net fixed assets on the date of loan application shall not exceed B20
million.

2. The minimum loan applied from the financial institution shall be B2oo,000 and
the maximum amount, including existing credit lines, shall not exceed BIO
million.

0'

-
.IIi

3.
,

The small business shall be a natural person or juristic person who has Thai
nationality and operates its business in Thailand.

...

4. The small business shall have equity in the project of not less than 20% of
total investment.

If small businesses meet the above criteria, then the SICGC will guarantee 100% of the
unsecured credit but not exceeding 50% of the total credits with the lender. For all
guaranties, the SICGC charges a guaranty fee in advance at an annual rate of 1.5% and sets
up provision for guaranty payments at the rate of 0.5% of liabilities on guaranties at the end
of the year, or an amount based on a review of the individual borrowers' financial condition,
whichever is greater. In the case of default, SICGC will pay guarmty compensation to the
lender after a civil court has ruled a final judgement against the borrower on the amount
stated in the Letter of Guarantee, including accrued interest up to the date of the final
judgement.

3. Lending History

After' experiencing three years. of growth, the number of new guaranty approvals provided by
the SICGC has remained relatively flat since 1990. Average loan size has been around
$37,000 over the last 11/2 years. The rate of default during the SICGF's existence never
exceeded 8% for anyone year and averaged a little over 4% over its six years of operation.
On the other hand, the SICGC has been able to reduce the rate of default significantly and
has even maintained a net credit to its guaranty payment reserves due to remittances from
banks which once received guaranty payments but later collected on bad loans. The size of
the SICGC's guaranty fund currently stands at around $18 million with only 1.3 times this
amount in outstanding liabilities on guaranties.

A.

II'

The apparent lack of enthusiasm on the part of the banks to use the SICGC is most likely due
to two factors. First, the average size of loans made to new borrowers is quite sm~n in
comparison with most industries' credit needs (and in comparison to the size of loans

--

'"

'-XC(
-
---
-
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expected for environmen~'l1 projects). The banks incur the same administrative costs for
these small loans, with a much smaller profit margin they do for larger loans. Banks
probably lose money on many loans. Secondly, the guaranty that is issued by SICGC has no
effect on the interest rate of bank loans to the small industries. The lending history has
shown that banks are relunctant to reduce the normal 2 to 3 points above prime rate that they
charged to borrowers. Thus, there is little incentive for prospective lenders and borrowers to
use the SIeGC guaranty.

D. THE FEASrBILIBY OF A NEW GUARANfY FACILITY FOR
ENVIRONMENTAL INFRASJ'R'OCTURE

The proposed facility appears feasible, legally, technically and financially.

o It will have ~.. bstantial paid-in capital from the MOF and participating banks.

o

o

o

o

Set up as a corporation, with majority on the board of directors from
participating financial institution, it should have organizational autonomy.

The proposal clearly has support from Government. The MOF is taking the
lead in establishing a facility. The impetus behind the RTG is its intention to
reduce grants, and decrease the central government's funding of municipal
public works (currently about 75%). The only way to do this is to let
municipalities borrow in their own name.

Risk is shared since commercial banks will have equity in the facility.

Appropriate security in place of collateral is likely to come from special
deposits of municipal resources which would be used as first line guaranties
against default, and BOT projects will offer other forms of collateral

o With a guaranty, banks will use their "special prime" plus two percent risk
and profit and two percent adminstrative costs. This four point spread is
adequate for banks to participate.

a An appropriate fee structure can be established, based on the needs of the
banks, and the experience gained in other guaranty facilities. One of the
problems encountered in Thailand's SICGC was that the fee structure did not
cover administrative COSUI for very small loans. Environmental projects will
involvemuch-Iarger.loam.
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In general there are no legal impediments to the creation of a new Facility. A
Cabinet resolution is all that is required initially. O~rations can begin
immediately. Parliamentary approval will be sought iater, as was the case for
the SICGF.

-_..

•

If there are doubts about the feasibility of the proposed Guaranty Facility, they relate to the
perceived capacity of municipalities to borrow. This subject is analyzed in ANNEX C.2.

,

"



ANNEX C.2

THE DEBT CAPACITY OF MUNJCIPALl'CIES

A. mE CURRENT SITUATION OF MUNICIPALITIES

...

=

Given the Central Government's intention to reduce grants, and decrease its present level of
funding (close to 75 %) of municipal public works, there seems little doubt that municipalities
will take on greater responsibility for bor.rowing for services and infrastructure. The question
is one of time: how quickly will steps be taken to strengthen local revenue generation, and to
decentralize the authority for borrowing decisions.

1. Revenue Sources

There are six major sources of revenues of most local governments in Thailand. They are (i)
local-levied taxes; (2) surcharged taxes; (3) shared taxes; (4) other non-tax revenues such as
license fees and fines; (5) central government grants and subsidies; and, to a very limited extent,
(6) municipal borrowing.

Figure 1: Sources of l\funicipal Revenue

C9Il'AAL rrN TAXES (311.3)

FEliS (".0Il)

Taxes are either
collected and
retained by the
municipality or are
collected by the
central government
and redistributed to
mun icipali ties.
There are four
types of taxes
collected and
retained by
municipalities: a)
the Building and
Land Tax, b) the
Local Development
Tax, the Signboard
Tax and the Animal
Slaughter Tax.
T-ir-e-· ·---ma--s-t
significant of these
four levies is the Building and Land Tax. It accounts for three-quarters of the revenue raised I

by these taxes and is assessed on the gross rental value of a property. (The tax is not levied on
owner occupied buildings.) It should be noted, however, that property taxes in Thailand

--_.,--~ .._-.....
-0;

-'
; -.. ','
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represent only about 0.18% of GDP, 'compared with 0.40% in Indonesia, Korea and the
Philippines and about 2.0% in Australia and New Zealand.

Centrally collected taxes which provide revenue for municipalities include a surcharge on the
business tax, a surcharge on the liquor tax, a surcharge on the gambling tax and an excise tax
on nonalcoholic beverages. In addition, municipalities share the proceeds from the motor
vehicle tax with provincial governments.

General subsidies and project specific grants are another source of municipal revenue. One
general subsidy provides 100 baht per capita to all municipalities, while another is primarily
used to cover teacher salaries. Projeq~ grants provide funds for specific projects and is
negotiated on a case-by-case basis. Typically, project grants underwrite the cost of developing
or upgrading infrastructure.

Municipalities are also able to borrow funds to finance specific development projects. Sources
of loaned funds include: the Municipal Development Fund, the Sanitary District Development
Fund, ~he Provincial Authority Development Fund and banks. (The fund is financed by
municipalities contributing 10% of their budget each year to the fund. Municipalities are allowed
to borrow funds equal to their contribution at no interest once every four years. In addition they
can borrow an amount equal to ten times their contribution at concessional rates of around 4%.
Municipalities can also borrow from. Sanitary and Provincial funds in some circumstances.

In sum, total locally-levied taxes--of which the two major taxes are the house and rent tax and
the local development tax--and other taxes, fees and fines have never exceeded 55-60 percent
of the total revenues of all municipalities combined. However, the proportion of grants and
subsidies received from the c~ntral government consistently amount to around 40 percent of total
revenues. It is safe to conclude that the self-financing characteristic of municipal governments
through local tax collection is less than effective than it should be, but this can be strengthened.

2. Local Expenditures

Local spending is primarily for recurrent purposes, with salaries accounting for over two-thirds
of most municipal budgets. Capital investments generally arc made either from recurrent budget
surpluses or from national grants. Little use is made of loans for capital investment.

Localities are required (by DOLA) to maintain cash flow reserves equal to about three months
worth of salary spending to compensate for any lags in budget approval, local collection
shortfalls, disasters, or delays in transfer payments from the Ministry of Fin~ce.

I

=

Overall, DOLA estimates that less than 10 percent of total governmental spending in Thailand
takes !llace at the municipal level; and if Bangkok is excluded from the calculation, local

---.....-. .···govemments-are responsible for only about Zpercentof total spending.. Thts·conuasts··sharpry-
with the situation in the U.S. and Western Europe, where about half of all spending takes place
at subnational levels.
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Table 1

Municipal Revenue Sources

- Collecting-

Tax Agency Description Rate Distribution

Building and Municipality Tax on annual rent for houses 12.S% of annual rent. Retained by
Land Tax &buildings used for Manufacturing property IIW1lclpal lty

commercial purposes. Owner' taxed at 1/3 normal
occupied structures exempted. rete.

"Land MunicipaLity Tax on assessed value of land. Rises from .5 baht to Ret~ined by
Development Exemptions: land subject to 7~ baht per ral /IU'1icipal lty
Tax house &rent tax, small depending on size of

agricultural pEots, govern' holding.
ment land I religious land

Slaughter Tax Municipality Tax on slaughter of animals 10 to 30 baht per head Retained by
above a minimum number depending on type of /IU'1icipal ity

animal --

Signboard Municipal ity Tax on area and number of Ranges from 1 baht per Retained by
Tax characters on a signboard 500 sq cm for Thai signs /IU'1icipality

to 20 baht per 500 sq cm
for foreign languages

Surcharge on Ministry of Surcharge on businesses 10% surcharge on basic Distributed
Business Tax Finance at point of manufacture rate in proportion

to 1960 local
collections

Surcharge on Ministry of Taxes on raw and distilled 6 baht per liter for raw Distributed by
Liquor Tax Finance liquor and fees for liquor, 50 baht for share of- distribution rights disti lled. 2000 baht fee national

to sell. population

Excise Tax Ministry of Tax on non'alcoholic beverages .2 baht per cu cl on Distributed by
Finance and other commodities of beverages In containers share of tax

daily life (e.g. matches) 1% to 10% surcharge on collected in
comnodl ties the local lty

Surcharge on Ministry of Tax on betting at races 10% surcharge on betting Distributed by
Gamling Tax Finance taxes share of tax

collected in
the locality

Motor Vehicle National Tax on motor vehicles Based on weight of Provinces 25X-. Registration Police vehicle Municipal 45X
Tax Department San dist. 25X

based on pop.

Fees Municipality Fees and licenses cover 113 Varies Retained by
and licenses subjects municipal ity

Reve~ from Municipality Rental income, utility income Rates set by local lty _ Retained by
locally owned and interest on municipal Municipal lty
property bank accounts

General Central Central government grant 100 baht per capita Transfer from
Subsidy Government central gov.

-~_._._-----~ .._.•. _-_.---... -- .--'...

Specific Central Central government grant to Varies. Subsidizes all Transfer from
Subsidy Government finance specific deY. projects or part of dev. project central gov.

Source: coop.,. .. Lybr.nd. "Fln.nclng R.glonel Cill.. In,,..tructUI.," F.b,u.,v 1986.
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3. Experience with Borrowings

, Four municipalities (outside Bangkok) are known to have received commercial bank loans for
infrastructure projects. These loans were made as part of the World Bank-~ponsored RCDP I
Project. The four municipalities (Chiang Mai, Nakhon atchasima, Songkhla, Khon Kaen)
borrowed from three sources for projects built in 1984-1986. Twenty-eight percent of the
:81,243 million projects were funded by the cities. Of the B348 million required, the cities used
39% (8135 million) of their own budget resources and borrowed 61 % (8212 millon) from three
sources on the following terms:

=

Municipal Development Fund
Sanitary Development Fund
Krung Thai

Perc~nt of
Funding

14%
14%
33%

Amount
(8 Ms)

48
48
115

Term
(Years)

10
10
10

Interest
Rate
4%
4%
1.3.5%

'.

The Krung Thai loans are the only commercial bank loans to municipalit: ~s to date. Because
Krung Thai is primarily a governmen~-owned bank, the MOF guaranteed repayment of these
loans. The four municipalities have been.paying the loans as agreed.

4. Current Borrowing Capacity .

The current debt situation of the city of Nonthaburi is an example for other cities in terms of
increasing their borrowing capacity. The city's present level of debt service, Bl1.572 million,
represents 7.4% of total revenues (8156.154 million) and 10.2% of city-generated income
(8113.464 million - See Table 2). Statutory reserves and accumulated surplus (863.182
million), represent 69% of Nonthaburi's total outstanding debt (892.240 million - see Table 6).

Some steps could be taken immediately at the local level to increase borrowing capacity.
Fimmcial management techniques of local government appear quite simple. Techniques such as
pooling of funding and 'leveraging are not now used, but could be introduced'. Specific examples
of revenue enhancement techniques and avenues for increasing debt capacity follow (N.B.:
additional debt is assumed to be 20 year term at 12% interest p.a.).

ACTIONS TAKEN AT mE LOCAL LEVEL

4.1. Change in Property Tax Administration

Local property taxes generally account for only about 15 percent of the revenue base in most
Thai municipalities. Various studies have been done on changing th~ system for assessing

"···propeft}r-tax:es'lifTliaiTaild. 'Ifcnanges' are--made','tliiscotilafepresenf the' singft~rri()sf significant
tax for municipalities. However, in the meantime, studies in cities such as Chiang Mai and
Samut Prakan show that municipal revenues from this source could be increased by at least sixty
percent by simply enforcing or slightly increasing the collection of already existing taxes or
user's fees.
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Table 2

I I II ,I, 'I -' I I ~ , - .1-..

I -.
,,JONli.Ji3tiRI CITY !,?~!)0r::T
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RATE OF EXCHANGE: $1 = 25 BAHT

ACTUAL ACTUAL ESTIMATED
i -

RE/VENUE (,000) g ·1991 1991 1992 1992 1993 1993 % OF TOTAL
d 9 B $ 8 $ 8 $ (3 YR. AVG.)

LOCAL &. SHARED TAXES )/ 68.327 2,733 85.852 3,434 84.985 3,399 42.8%
- PERMITS. FEES & FINES 9.793 392 10,613 425 8.798 352 5.2%

INCOME/PROPERrrIES 12.441 498 17,742 710 13.891 556 7.9%
INCOME FROM PqBLIC UTILITIES •
AND BUSINESSES: - 3.164 127 3,482 139 4.650 186 2.0%
MISCELLANEOUS! ~ 1,332 ~ 53 653 26 1,140 46 0.6%
1/11/11/11/1/1/1/1//1/1/1/1/I/f1/1/11I1/11/1/11/11/1///11///11/1/1/1////1//1//1/1/11/1/1/1/1/,,///1//11/1//1////1/11//1/1/11///1/11///11/11///1/////1/1//////1/1//1/1//1/1/////////////1/1//1/1///1/11/1//////////
TOTAL lOCAL & SHARED REVENUES 95,057 3,802 118,342 4,734 113,464 4,539 58.5%
//1///1///1/1/11/1/1/1/1/i1/1/11/111/11/1/1/1/1/1/1/1/1/1//1/1/1/1//1/1/11/1/1/1/11/1/1/11/1/1/11/11/1/11/1/1/11/1/1/1/1/1/1/1/1/1/1/1/1/1/11/1/1/11/1/1//1/11/1/1///1/1//1/1/1/11/1/1/1/11/1/1/////1/1///11111///
OTHER REVENUE$
RTG TRANSFERS I

(PER CAPITA SUBSIDY) 21 15.157 606 24,489 980 24.924 997 11.6%
RTG TRANSFERS; I • •

(GENERAL PURPOSE SUBSIDY) -3/ 15.893 636 14.219 569 ':7.7'36 711 8.6%-
RTG TRANSFERS ! ,!

(SPECIFICPROJECTGRANTI 4/ 18.156 726 46.658 1.866 0 0 11.6%
MUNICIPAL RESERVE FUND 5/ 4.161 166 10,412. 416 0 0 2.6%
CASH FLOW FROM LOANS 6/ 10,177 407 29,682 1,187 0 0 7.1%
1/1//1//11111/1/111/11/1111111/111/41111111111111111/11111111111111111111/1111111//11111,,1/1/1/1//1/1/1/11/11/111//11I/11/1/11I/111I11I///11/11/11/1/1/11/1/11/1/1/111/11/1/1/11/11/11/1/111//11/1/1/1/1,,/1//1/1///111/1/1/1
TOTAL NON RECU~RENTREVENUES ' 63,544 2,542 125,460 5,018 42,690 1,708 41.5%
11111111/1/1/1/1111I1//1/1//1111/1/1(/1111I1111111/11/111/111/11/1/111/1//11/1111111//11//1111/11/"1/1/11/1/1//111/1/11///1/11/1/1/1/1//11/11/1/11/1/11/11/11//1//1/1////1//1/1/1/1//1//1"1/1/1/////1/1/1/11/1///11/////1/1/
GRAND TOTAL RE'fENUES 158,601 6,344 243,802 9,752 156,154 6,246 100.0%
'/1/11/1//1/11/1/1//11/1/1/111/111/1111I11111111111/11/1/11/11/1/111/11111/1/1/1/111/111/111/111////11/11//1/11/111/11//11/1/11/1////1/11/1//11//11/1/1//1/1//1/1/1/11/111/11///1/1/1//1/1/1/11/111/1/1//1/11/11/1/1/11/1/1/11/

1/ Includes propertyltaxes collected ~y tho municipality and other taxes (e.g., VAT, vchiclc, excisc, etc.) collectcd by
the RTG and redi~tributed to the municipalitics

?'/ Annual SUbsidy, b~sedon population, that is uscd for general expenditures
31 Annu<;ll subsidy th~t is primarily used for teachcr salaries
~/ For specific projeqts proposed by tho municipality and either approved or disapproved by DOLA based on the sizo of

the project, urgen~y, and RTG bUdget.
3/ Withdrawls made ~o cover shortfalls in capital investments
3/ Usually 10 year, 4V~ interest p.a, loans prOVided to the municipality from DOLA's Municipal Development Fund
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ESTIMATEDACTUALACTUALi
EXPENDITURES (,000) q 1991 1991 1992 1992 1993 1993 % OF TOTAL

, B $ B $ B $ (3 YR. AVG.)
GENERAL BUDGE'jr EXPENSE 3,733 149 10,886 435 20,232 809 6.5%

D~bt Service 1/ 0 0 3,823 153 11,572 463 2.9%
GeperaJ Obligations 2/ 2,925 117 6,330 253 7,660 306 3.1 %

Contin¥encv 808 32 733 29 1.000 40 0.5%
FIXED RECURREN"fEXPENSES 60.889 2.436 73.809 2.952 77.113 3.085 39.4%

4.7%99724.9241025612300

PRE CAPITAL INVI;:STMENT
EXPENSES . 36,567 1,463 . 49,105 1.964 13.875 555 18.5%
1IIIIIIIIIIIIIII/I/IIIIIII/I/IIIII/illllllllllllllllllllllllllllIJ11I1111111I11111I1111111I11I1111111111/1111I111I11I11I11I/1111111111I1111111I111111I1111I11I11I/11111I11I11111111IJllIIIIIIIIIIIIIIII/IIIIIIIIIIIIIIIIIIIIIIIIIII ,.
TOTAL MUNICIPAL:EXPENSES .
FUNDED BY LOCAL & SHARED TAX RECEIPTS 101.189 ·4.048 133.800 5.352 111.220 4.449 64.4%
1111111111/11111/111/1111111/111/1/11/1/111111/1/1/11111/111/1111I111/111111/1111111/1/111/1/111I/1/1/111I1/1/1/1/11/1/1/111I111/1/11/1/111/11/11/11111/1/1/1/1/11/111/1/1/1/1/11/111/1/1/11/1/1/11/1/11/1111I/1/1/1/11/1.11I/1/11/1
FIXED & RECURRENT EXPENSES
FUNDED BYPER dAPITA GRANT
FIXED & RECURRENT EXPENSES
FUNDED BY GENEfRAL PURPOSE GRANT 14.909 596 14.213 569 17.741 710 8.7%

2.7%oo41610.4121684.193

INVESTl'.·IENT EXPfNSES FUNDED
BY SPECI4L rROJECTGRANT 18.157 726 46.658 1,866 0 0 12.1%
1/1/1/1/1/11/1/1/1/1/1/1/1/1/1/1/1/~/I/I/I/I/I/I/I/I/I/III/I/I/I/I/I/I/I/II/IIII/I/I/ 11//1/111I11I1111111/111/11/111/111/11/11/1/I/11111I1/111/111//11/11//1/1/111///1/1/11/11/11//111I1/11/1/1/1/111/1111/11/1/11/1/111I1/1/1/1111
TOTAL EXPENSES ~ND INVESTMENT
FUNDED BY RTG TRANSFERS 33,366 1,335 61.127 . 2,445 42,665 1,707 25.5%
1I1/I/lIIIIIIIIIIIIIIIIIIII/IIII/II)jII/1/11111111111111/111111/111111111111111111111111/1/I/I/III/I/I/11/1/1/I/1/1/I/I/I/11/1/1/I/I/III/I/I/I/11/1/11/111I1/11111I11111I/11111I11I/111/1/11/111I/11111I11/1111111111111I./11I111111
EXPENSES & INVE$TMENTS
FUNDED BY ACCUIMULATED SAVINGS

-3.5%

EXPENDITUREI LAIND &. CONSTRUCTION
FUNDED BY LOANS 10.177 407 29,682 1,187 0 0 7.4%
IIIIIIIII/II/Ili/11111/1I/IIIII/I/I)JIII/II!1/1/1/11//1/1/11/111/1/1/11/1/1/1/1/111111/1/11/1111I/1111I1/1/1/1//I/111I11/111I1/11/1/111/1111JIII//lJIllJllIIII/IIIIIIIIIIIIIIIIIIIIII/11111I1/1111/1/111I11/111I1111I111I.111I11I11I
INVESTMENT & EXPENSES FUNDED
BY LOANS AND ACCUMULATED SAVINGS 14.370 575 40,094 1,604 0 0 10.1%
1/11/1//11/1/1/1/1/11/1/1/1/1/1/1/1111/1/1111I1/1/11111/1/1111/1//11/1/11/11/111/1/11111111I1/1/1/11/11/11/11/111I11I1/111/11I1/11I1111/11/11/111111/11/11/11/11/11/111/111/11/111/111/11/1111/11/1111/11/1/11/111/11/111.1/111I11/1
GRAND TOTAL CAP:ITAlINVESTMENT
AND BUDGET EXPENSES 148,925 5.957 235.021 9,401 153.885 6.155 100.0%
!11I1/1/1//1/1/1/!/I/!III/!!!II!!!!)!I!!I!!!.'!I!II!!!III/!IIII1II/!!11/l/II/!II!!IIII!1:1iII/llIlI/11111/111111/!/III//1I/ן/I/1/1//1/111/1/11/1/111111111I11/11/11I111I1/111//111/1111/1111/11/!/IIIIIIIIIII/II/III/!11/1.111/11/1/1
LOCAL & SHARED REVENUE DUD(f.ET . .'
SURPLUS I DEFICIT (6,132) (245) (15,458) (618) 2,244 90
=============~========================================~~=================================:====:

::t:>

rT1
X

LOCAL & SHARED REVENUE BUDGET + RTG TRANSFERS
SURPLUS 1 DEFICIT 9.676 387 8,781 351 2.269 91 3.7%

n.
N

=============9==========================================================================:====:
11 Annual principal and interest payments on Municipal Development Fund loans
21 Includes annual payments to Municipal league of Thailand, traffic police, fire protection, national pension plans and social security, ·etc.
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4.2. Increasing Average Debt Ceiling

Simply allowing a somewhat higher debt service level would greatly affect the independence of
municipalities. As a possible starting point, about 10 percent of total recurrent revenues might
be authorized to be used for debt service at anyone time, as compared with up to IS % on
average in other countries. Table 3 iilust~tes the potential increased debt capacity of five
typical cities if only 10% of a municipalitY'!i local revenues were to be dedicated to debt service.

Table 3 - Increasing Present Debt Service tC?...l.P% of local Revenues (,000 Baht)

Annf.!~i.. Percent Additional Additional
Local Debt of Local Debt Debt

City Revenue. Payment Revenue Payment gapacity US$ GOOD}
Nakhon Ratchaslma 165,470 8,188 4.95% 8,359 . 62,437 $2,497.48
Udon Thanl 140,112 4,630 3.30% 9,381 70,072 $2,802.89
Nakhon Sawan 172,163 0 0.00% 17,216 128,596 $5,143.85
Phitsanulok 101,113 409 0.40% 9,702 72,471 $2.898.83
Sarnut Prakan 86.726 782 0.90% 7,891 58.938 $2.357.54

By adjusting upwards the percentage of their budgets used for debt service, the cities shown
above could increase present capital investment by 2-10 times.

4.3. Surplus Revenues

A different approach involves allowing any surplus of recurrent revenues' to LIe devoted eith~r

to "pay as you go" capital spending (the current Thai system) or to debt service, subject to what.
the market would bear as the outer limits on debt service. This is generally the approach taken
in Anglophone-type municipal budgeting systems in Africa or other Asian countries. A quick
survey of the potential increased debt capacity of five typical cities using this approach is
illustrated in Table 4 below.

Table 4 - Using Average Annual Surplus as Debt Payment (,000 Baht)

-
£

Average Additional

City
Nakhon Ratchaslma
Udon Thanl
Nakhon Sawan
Phitsanulok
Sarnut Prakan

Annual
Surplus

29,138
27,279
25,100
12,159
7,59,8

Debt
Capacity US, GOOD}

217,645 $8,705.79
203,759 $8.150.36
187,483 $7.499.32
90,821 $3.632.84
56,753 ~2.270.11

--!!'.-
11-

!:-

If both annual budget surplus and 10% of local revenues were used towards debt service, then
the additional debt capacity of municipalities in Thailand would increase significantly. Table
5 shows that five cities alone could increase their present debt capacity by 5-30 times, amounting
to an additional investment of $45 million in capital projects.

, I
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Table 5 - Uslna Ayerage Annyal Sumlus as Debt Payment ± Increasing Present Dabt Service to 10%
41:

Cltv
Nakhon Ratchaslma
UdonThanl
Nakhon Sawan
Phltsanulok
Samut Prakan

Average
Annual
Surplus

29,138
27,279
25,100
12,159
7,598

Totlll
AddltJo.,.ml Additional Additional Additional

Debt Debt Debt Debt
Capacft1{ PaYment Capacltv Capar-Itv US, (,rlgO}

217,645 8,359 62,437 260,062 $11,203.27
203,759 9,36'1 70,072 273,631 $10,953.25
187,483 11,216 126,596 316,079 $12,643.17
90,821 9,702 72,471 163,292 $6,531.67
56,753 7,891 58,938 115,691 $4,627.65

•
..

Grand Total $45,959.01

B. FURTHER ENHANCING mE CAPA{;ITY OF MUNICIPALITIES TO BORROW

Additional steps can be taken to expand significantly the capacity of municipalities to borrow.
Some ~tions could be taken as temporary measures until local revenue generation improves.
Others might be more permanent.

1. Eannarking Special Projec~ Grants Cor Debt Service

One immediate step has been proposed which has generated a great deal of interest in the RTG.
Currently funds which are earmarked for direct transfer for capital expenditures on projects
could be earmarked for debt services. Using Nonthaburi again as an example, there is presently
little room for upward adjustment (A the level of debt service based on annual budget surpluses
or increased percentage of loral revenues dedicated to debt service (as mentioned earlier,
Nonthaburl~s debt service level is already around 10% of local revenues). However, Nonthaburi
has the potenti~ to increase turrent debt carrying capacity by 300% when project grants are
used fer debt service and the city's repayment of the loan is guaranteed by the Guaranty Facility
(see Table 6). Th;s approach should also :appeal to the RTG as they could gradually phase out
sp~ial project grants as municipalities increas(~ their locally generated revenues.

2. Revenue-Backed Loans or BontIs

Revenue-supported loans or bonds are likely to prove realistic for some large Thai cities,
especially to the degree the municipalities can develop dependable sources of fees (e.g., if they
have their own user fee-supported water systems). In such cases, it would be reasonable for
them to take on capital debt for investment in the system, provided that they covenanted to
charge fees sufficient to cover both O&M and debt service. This practice has been adopted as
the most common basis for the sale of revenue bonds in the U.S.

This particular revenue enhancement scheme is one that would provide a new income base for
municipalities and would have no adverse effect on debt service or local economies. This
enhancement is focused on the adced value tax (VAT), generated by local businesses and

--

•
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Table 6 -CITY_DEBI Sic: tVICE V.J GilA tANTY:=I_ D
-1

!
;

r'~ - •....,..,..,~..,.,.1 -_. 7'--S~'h~"(f'~I-'7'~'i""""'-·c····
~t1c:;4.it~.JJQ~'b.~"-_E.~.~~.~.~.. ~.~.:.:~ '.c.. ' .•': ••.•

I
I

Pararr!;ters ~ci .J]
E .

B 25 = UfS$1
4.4% AnnIJallnterest Rate

10 Yeal' Term on Municipal Development Fund (MDF) Loans
Curlent Debt = 92,240,450

Fiscal iJ;urrent Principal Interest Total Outstanding
Year !Debt Payment Pay','nent Debt Payment Debt
1993 ~2,240.450 7,558,436 4,013,844 11,572,230 . 84,682,014
1994 4,682,014 7,887,341 3,684,939 11,572,280 76,794,674
1995 716,794,674 8,230,559 3,341,721 11,572,280 68,564,115
1996 q8,564,115 8,588.712 2.983.568 11.572,280 59.975,403
1997 ~9.975,403 8,962,449 2,609.831 11,572,280 51,012,954
1998 Sl,012,954 9,352,451 2,219,829 11 ,572.2~0 41,660.503 :

1999 41,660,503 9.759,423 1,812,857 11.572.280 31.901,081
2000 ~1,901,081 10,184.104 1.388,176 11,572,280 21,716,976
2001 21,716,976 10,627,265 945,015 11,572.280 11,089,711
2002 n,089,711 11:089,711 0 ",572,280 0

B: Additionjll Debt on New Borrowings Covered by Guaranty Fund

#'

Assumption~ ,
!

20 Year Term
12% Ann~allnterest Rate
2% Guetanfy Fee on Outstanding Principal Paid into Sinking Fund

300% Increase in Current Debt (1994)
New Loan = 254,046,043

%

Fiscal
Year
1995
1996
1997
1998
1999

C;urrent
Debt

254,046,043
2~,520,194
246,571,243
2~,148,418

2~,194,854

Principal
Payment

3,525,849
3,948.951
4,422,825
4,953.564
5.547.992

Interest Total Outstanding
Payment Debt Payment Debt
30,485,525 34,011,374 250,520,194
30,062,423 34,011,374 246.571,243
29,588,549 34,011,374 242,148,418
29,057,810 34,011,374 237,194.854
28,463,382 34.011.374 231,646.862

Guaranty
Fee

5,080,921
5,010,404
4,931,425
4,842,968
4.743.897

:t:>

",<
n.
N

-0
Q.I

c::!
rtl

\D

I' 11'1' I I I' 1'1 I 'I I I' '--..,...-' II 'I II 'I' I I I I



I I, "

It!
,~.... 111

1

' ,11',11 ,. I ",,1'& ,III..

i
J

, I I I ,I LJ.. ... 11.1
, I" J . ill " " I I l .1" I, ~.I I ,II , ,I

J:'-jscaJ
Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
20i5

i
q·urrent

Debt
23~ ,646,862
22p,433,111
21~,473,710

21 p,679,181
20~ ,949,308
19~,171,851

1811,221,098
16~,956,256

15p,219,632
13~,834,614

12?,603,393
1°f,304,426
8 ,689,582
5',480,958
30,367,299

o

FrillcipaJ
Payment

6,213,751
6,959,401
7,794,529
8,729,873
9,777,457

10,950,752
12,264,843
13,:36,624
15,385,019
17,231,221
19,298,967
21,614,843
24,208,624
,.,..~ i i ~ ~"a
" J • • ""1'-'--

30,367,299
o

Interest Total Uutstanding
Payment Debt Payment Debt

27,797,623 34,011,374 225,42-3,111
27,051,973 34,011,374 218,473,710
26,216,845 34,011,374 210,679,181
25,281,502 34,011,374 201,949,308
24,233,917 34,011,374 192,171,851
23,060,622 34,011,374 181.221.098
21.746.532 34,011.374 168,956,256
20,274,751 34,011,374 155,219.632
18,626,356 34,011,374 139,834.614
16,780,154 34,011.374 122.603.393
14,712,407 34,011.374 103,304,426
12,396,531 34,011,374 81,689,582
9,802,750 34.011,374 57,480,958
6,897,715 34,011,374 30,367,299
3,644,076 34,011,374 0
000

<.iuaranty
Fee

4,632,937
4,508,662
4,369,474
4,213,584
4,038,986
3,843,437
3,624,422
3.379,125
3,104,393
2,796,692
2:452.068
2,066,089
1,633.792
1.149,619

607,346
o

,.

~2J(e.~~ues ':Z:~~~:;::::,q:~
6

:

Assumptions! ,
I

5% Annual Increase in Local Revenue
3% Ann4allncrease in RTG Per Capita & General Purpose Subsidies

10% Anm~a1 Decrease in Special Project Grants (1995-1999)
15% Ann4a1 Decrease in Special Project Grants (1995-2004)
20% AnmJaI Decrease in Special Project Grants (2005-2009)

Pha$e Out Special Project Grants in 2010
10.5% Inter~st p.a on Accumulated Sinking Fund Deposits (One year promissory note)

6'...-\

Fiscal
Ye<lr
1992
1993
1994
1995
1996
1997
1998
1999
2000

Low.,l
RJvenues
11e,341,732
113,464,000
11$,137,200
12~,094,060

131,340,763
131.916,201
144,812,011
15~,052,612

15~,655,242

RTG
Subsidies
38,708,000
42,690,000
43,970,700
45,289,821
46,648,516
48,047,971
49,489,4-:0
50,974,093
52,503,315

TotalOperc1ting
Revenues
157,049,732
156,154,000
163,107,900
170.383,881
177,997,279
185,964,172
194,301,421
203,026,704
212,158.558

Special
Pro;. Grants

46,658,000
o

48,057,740
43,251.966
38,926,769
35,034,092
31,530,683
28,377,615
24,120,973

Reserves
10,411,500

o
o
o
o
o
o
o
o

Loans
29,682,150

o
254,046,043 .

o
o
o

°o
o

Sinking
Fund

Interest

°o
o

533,497
1,059.589
1,577,389
2,085.900
2,584,010
3,070.468

Total
Revenues
243,800,817
156,154,000
465.211,683
214,169,344
217,983,637
222,575,653
227,918,005
233,988.329
239,349,998

:>

~

x

n.
~
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Fiscal
Year
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

,I II,

I
I
1

J.,.ocal
~venues

16~ .638.004
17~.019.905

181.820.900
194.061.945
20~,765,042
21~.953.294

22~.650.959

239.883.507
24il.677.682
26Q.061 ,566
27~.064.645
28~.717.877

30~,053.771

31 ~.1 06,459
331.911,782

1l.1'G
Subsidies
54,078,415
55.700.767
57,371,790
59.092,944
60,865,732
62,691,704
64,572,455
66,509.629
68.504.918
70.560.065
72.676.867
74.857,173
77.102,889
79,415,975
81,798.455

1'otalOperating
Revenues
221,716,419
231,720,672
242.192,690
253,154,889
264,630.774
276.644.999
289.223.414
302.393.136
316.182.600
330.621,632
345.741.512
361.575.050
378.156.659
395.522,435
413.710,237

I
I I

Special
Pro;. Grants

20.502.827
17,427.403
14.813.292
12,591,298
10.073.039

8,058.431
6,446,745
5.157.396
4.125.917

o
o
o
o
o
o

Reserves
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

Loans

, I

o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

I"

Fund
Interest

3.543,878
4.002.672
4.445.099
4,869.192
5.272.753
5,653.317
6.008.125
6.334,087
6.627.739
6,885,207
7.102.146
7.273.694
7.394.404
7,458,175
7,458.175

1'oZal
Revenues

245.763.124
253.150.747
261,451,081
270,615,379
279,976,566
290.356.747
301,678,285
313,884,619
326.936':256
337.506.838
352.843.658
368,848.744
385.551.063
402,980.610
421.168,412

D~::'ExpeDditUjr'es--_. .-

:Assumptions U
4.5% Ann~allncreasein Operating Expenditures (Excluding Debt Service)
100% of Rl1G Special Project Grants Used for Debt Service. Remainder for Capital Investment (1994...)

Fiscal Operating
Year Exp-$nditures
1992 12~,977,022

1993 14~,313,OOO

1994 14Q,717,085
1995 15&,409,354
1996 164,402,775
1997 169.710,900
1998 17i!.347,890
1999 18&,328.545
2000 19~,668,330

2001 20~.383,405

2002 21 ~,490,658

2003 22~.007,137

2004 23Q.953.085
2005 241.345.974

'I I • I I I "l I 1'1 'I

fTl
:>:

:t:>

.........

("")

N

-0
OJ

C
CD

1.6%
7.4%
5.5%

21.3%
20.9%
20.5%
20.0%
19.5%
19.0%
18.5%
18.0%
13.0%
12.6%
12,1%

.,,-A"

235,020.160
153,885.280
450.820.868
206.073.929
212.996,833
220,225,979
227,774~513
235,656,097
243,884,921
252,475,721
261,443,786
259,232,695
269.003.446
279,200,786

Debt as %
Total of

Loans Exp-enditures Total Revenues
29,682,150

o
254,046,043

o
o
o
o
o
o
o
o
o
o
o

" 'I' I 1 •.

Reserve~

10,411.500
o
o
o
o
o
·0
o
o
o
o
o
o
o

--..,

)'1 •• - II'.

Capital Investment
Special Govt.

Grants
46,658,000

o
36,485,460

o
o
o
o
o
o
o
o
o
o
o

o
o
o

5,080,921
5,010,404
4,931,425
4,842,968
4,743,897
4,632,937
4,508,662
4,369,474
4,213,584
4.038,986
3,843,437

Guaranty
Fee

Debt
Service
3.822,870

11,572,280
11,572.280
45.583,654
45.583,654
45,583.65.4
45.583.654
45.583.654
45,583,654
45,583,654
45.583,654
34.011.374
34.011,374
34,011,374

I II • I"II'I
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Fiscal
Year
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

I

Op~ratilJg
Ex nditures

252206,543
263555,838
27~415,850

287~809,564
300~760,994
314r295,239
328~43S,524

343~218,258

358~663,080

374~802,918

Dcbt
Service

34,011,374
34,011,374
34,011,374
34,011,374
34.Q11,374
34,011,314
34,011,374
34,011,374
34,011,374

o

, Capital Investment Debt as %
GuaralJty ; Special Govl.- '" _' " .. __ ' .. _ " '_ ',.. Tolal of

Fee L::,~ Grants '~:Rt;serves-;_,,:~~Loal1s.,~:~~_ Expenditures Total RcvcDues
3,624,422 0 0 0 289,842,340 11.7%
3,379,125 0 0 0 300,946,337 11.3%
3,104,393 0 0 0 312,531,617 10.8%
,2,796,692 0 0 0 324,617,630 10.4%
2,452,068 0 0 0 337,224,436 10.1%
2,066,089 0 0 0 350,372,702 9.6%
1,633,792 0 0 0 364,083,690 9.2%
1,149,619 0 0 0 378,379,252 8".8%

607,346 0 0 0 393,281,800 8.4%
o 0 0 0 374,802,918 0.0%

E::~_~~~.f)]:)V(r~J2I:tffll:+:"~

Fiscal 1(ota! Tola~ Surplus/
Year Re'''cnues Expcl!diturcs (Deficit)" Reserves
1992 243800,817 2~5,020,160 8,780,657 52.169,254
1993 156~154,000 151,885.280 . 2,26&.720 54,437.974.
1994 465~211,683 450.8~~,868 14,390,815 68,828,789
1995 214p69,344 206,073,929 8,095,415 7E,924,204 :

1996 217~983,637 212,996,833 4.986.804 81,911.008
1997 222~~75,653 220,225,979 2,349.675 84.260,682
1998 227~~18,O05 227,774.513 143,492 84,404.175
1999 2331988,329 235,656,097 (1,667.768) 82,736,407
2000 2~j91349,998 243,884,921 (4.534,923) 78,201,484
2001 ~45~763,124 252,475,721 {6.712.59B} 71,488.885
2002 253,150,747 261,443,786 (8,293,039) 63,195,847
2003 261,451,081 259,232,695 2,218.386 65,414,233
2004 2701615.379 269.003.446 1,611.933 67,026,166
2005 279

1

976.566 279.200.786 775.781 67,801,947
2006 290356,747 289.842,340 514,407 68,316,354
2007 3011678,285 300,946,337 731,948 69,048.302
2008 3131884,619 312,531,617 1.353.001 70.401.30~ . ::l>2009 326j936,256 324,617,630 2,318,626 72,719,929
2010 3371506,838 337,224,436 282,402 73,002,331 r""'I

x
2011 252j843,658 350,372,702 2,470,956 75,473,287 n
2012 358

1
848,744 364,083,690 4.765,054 80,238,341 .

N
2013 3851551 ,063 378,379,252 7,171,812 87.410.153

"2014 402~980,610 393,281,800 9.698,810 97.108,963 C>
to

2015 421,168,412 374,802,918 46.365,494 143,474,457 m
....
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collected at the province level on behalf of central government, which is presently allocated
primarily towards; Bangkok (60%), with the remainder to all cities and all other regional districts
(40%).

-
The proposed approach, a variation of which is already in use in Europe, would be to allow
municipalities to make use of VAT funds on a "revolving and temporary basis·'. Municipalities
would receive the earnings from investment of the VAT attributable to their area for a short
period of time (say, 18-25 days). No major changes would be required in collection and
distribution of funds, and there would be no major cash flow impact affecting governments'
revenues. This approach could provide a major funding source to cities, which could be used
to support an increase in their debt s.~rvicing ~apacity. While following the prevailing
nationwide VAT allocation, it would substantially offset what is perceived as a serious inequity.

...
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t,.REATlON OF mE NEW INFRASTRUCTURE GUARANTY FACUJTY
DE&CJUPTION OF THE STRUCTURE "AND OPERATIONS

A. 5ETTING UP A CORPORATB STRUCTURE i

1. Recommended Structure

A jointly-owned public private corporation is recommended for the new infrastructure
Guaranty Facility. The objective of having public-private ownership is to promote private sector
oriented management practices, and to involve skilled private sector financial professionals. All
persons consulted in both the public and private sectors agreed that private sector management
wculd be preferable to a purely government-owned guaranty facility. They believed that private
management would be more efficient, less subject to political influence antJ encourage loan
repayment by the municipalities. A government facility would be subject tel government civil
service regulations including salary scales which would make attracting experienced, competent
managers difficult. The manager of the new facility should be an experienced banker, hired with
private sector competitive salary. Only a small staff will be required.

2. Other Options ..

...

Several options for placing the guaranty facility in existing financial institutions were
considered. The criteria for consideration included relevant expertise of the organization to
operate an infrastructure credit facility, ease ofestablishment, confidence of lenders in the ability
of the organization to manage the guaranty facility, legal authority to operate the facility, level
of potential polltital iMluence on operations, and acceptability by government and the private
sector. Am\l11g the options reviewed were using the Small Industry Credit Guarantee
Corporation (SIeGe) which provides loan guaranties for small industries, the Industrial Finance
Corporation of Thailand (IFCT) which provides project finance to corporations.

Neither of these institutions is an appropriate vehicle from the standpoint of the type of
projects to be financed. The only guaranty organization in Thailand, SICGC, is charged with
guarantying credits for small industries. Having the SICGC manage the facility is not
recommended based on the lack of relevant expertise in evaluating large infrastructure projects
or other project loans to public sector entities, and its small size. Little relationship exists
between the activities of SICGC and the new Guaranty Facility for environmental projects. This
lack of business synergy in itself is sufficient reason not to involve the SICGC. The SICGC is

__________ recently established. as_~~tatutQ.rycornoration.-<in 1290}, havin&.~ previously...manqed by
the IFCI'. It has always had a low level of activity and apparently only recently has streamlined

. its procedures anq adjusted criteria to be more responsive to the needs of small industries and
lenders. Its capital at B400 million is small relative to the potential Capital required to support
the Guaranty Facility for environmental projects. The SIeGC has joint public-private
ownership, with ~rivate Thai commercial banks, Krung Thai Bank~ lFCf and the Ministry of

(
l?
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Finance (MOF) as shareholders. While not suitable to manage an infrastructure credit guaranty
facility, the SICGC shareholding structure provides a useful model for consideration when
establishing the new facility. Likewise, the statute establishing the SICGe illustrates what areas
should be addressed in establishing a new Facility.

The same institutions were looked at as interim solutions in order facilitate the start up
of loan operations. The IFCT offers the best possibility for an interim management solution
until such time as a corporation is established Its project finance activities directed towards Thai
private sector businesses have similarities with the skilJs required to evaluate financing of
environmental infrastructure projects and the ability of prospective borrowers to service ~'~bt.

Likewise, IFCT has mixed public/private sector ownership. IFCf managed the small industry
credit guarantee facility prior to its establishment as a statutory corporation. Apparently the
IFCT lacks the legal authority to become involved in the financin~ of infrastructure, but it still
has to be confirmed that it could manage a guaranty facility on behalf of the RTG or
public/private shareholders.

It might also be possible for a single bank to manage the guaranty program prior to
approval of the guaranty corporation. This, however, is a risky option since it raises the
prospect of conflict of interest between lending and guarantying. Were the bank not really to
be an active competitor, e.g., the Government Savings Bank and the Government Housing Bank,
this conflict situation would not be likely to arise, as these institutions are not really viewed ~
competitors. However, 'both are government institutions, which might be viewed by
municipalities as not requiring the same concern with repayment as would be the case of a joint
public-private organization. Neither of these financial institutions has relevant BOT or municipal
project expertise to bring to interim management of the infrastructure credit guaranty•

Some of the recommendations for the organization of the new corporation are as follows:

Board of Directors Voting members would be representatives of the financial institution
shareholders (banks, financial coporporations) and the MOF. Ex-officio,
non-voting members would include one representative from municipalities
(perhaps the President of the Municipal League), one private developer
(BOT), a representative from MOSTB, and one from MOl.

Shareholders· Government would hold less than 50% of total equity and total
membership on the Board of Directors. Some commercial banks are
public, e.g., Government Savings Bank, so their equity would be counted

-----~,......'--_._._ ..• _.-._ _-~- ----_.-,. -~.._._--_._.~_._-- --_.._,..._.-_ .•.._-.-.- -_.'--' - ----- _.,-_.- --_.

=

I The larger commercial banks and the Government Savings Bank
are potentially the largest shareholders. Participation will be
sought from at least seven financial instititutions, primarily the
banks that are likely to lend to BOT operators. and municipalties
for environmental infrastucture projects.
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with the MOF's as public. Private sector equity and board members could
come from both local and foreign banks, finance companies
(merchant/investment banking subsidiaries), IFCT, and others such as
insurance companies

Oversight and regulation would be the responsibility of the MOF

Legal Considerations =

A private sector corporation to offer infrastructure credit guaranties could easily be
established under corporation law. Government cannot invest in the private corporation without
specific Cabinet/Parliamentary approval. Having a mixed public/private corporation will require
specific approval, initially from the Cabinet. It will most likely also require Parliamentary
approval through passing a law establishing a statutory corporation to offer municipal credit
guaranties. Parliamentary approval is expected to take as long as two years, compared to less
than six months for Cabinet approval. However, operations can begin immediately upon Cabinet
approval.

The MOP is explicitly granted the power to guaranty other government agencies
. including municipalities in the 1967 Act Determining the Power of the Ministry of Finance in

Guarantying (as amended). It can guarantee an obligation of a financial institution with t{]e
approval of cabinet and the obligations of state enterprises. The guaranty is limited for financial
institutions to four times the investment capital of the financial institution. The MOF can
determine the guaranty fee for a state enterprise and a financial institution at one percent of the
guaranteed amount.

Banks have the legal authority to guarantee and to invest in public-private financial
institutions. .

The sole government entity that can own stock on behalf of the RTG is the MOP.
- ~ Therefore, the government share of the municipal credit guaranty corporation would be held by

the MOP. Other governmental entities could be on the Board of Directors, either as board
members or as ex-officio (advisory) members.

While the Bank of Thailand (BOT) is the regulatory authority for commercial banks, the
MOP regulates the SICGC. The BOT believes that MOF supervision of the municipal guaranty
corporation would be appropriate, but the BOT would be willing to serve on the Board in an
advisory capacity. The Bank of Thailand (BOT) cannot hold government shares directly unless
directed by statute. Since the BOT has no guaranty role and is does not directly deal with

--.- ---..---- .-.. muntclpa1it1'-es~it··vlews·its-tote··as aavlsoryratfier tJlajfdiiecC .. .....
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A change in the way transfers are made from central government to the municipalities
would require a cabinet decree. For example, Cabinet would have to authorize use of specific
funds for debt service that are now transferred as grants.

The new corporation should be exempt from taxation on income from fees and
investments. Taxation would serve to lower the amount of funds available for reserves to
support the guarantee. If it is not tax exempt, consideration could be given to having municipal
fees be considered participation in a separate class of stock, and the stock and investment
earnings from that class of stock be on first call in the event the municipality defaulted.

B. OPERATIONAL GUIDELINES

1. Guaranties

- ~

..

Guaranties supporting commercial or institutional credits to municipalities and public
utility districts or BOO/BOT operators would initially be issued up to five times the pool of
funds, including equity. This could eventually be increased to as much as eight times based on
favorable guaranty claims experience.

It is anticipated that $400-$600 million in guarantees will be issued the rust two years.
The municipalities benefiting from the guaranties will be required either to pay a two per CC[lt
guaranty fee, computed on the annual guaranty exposure of that municipality, or to buy share
certificates in lieu of paying a two per cent guaranty fee. BOO/BOT operators would pay the
2" guarantee fee, annually on outstanding balance.

For BOO/BOT operators the maximum loan eligible for guaranty would be 85" of
project costs, with the remainder representing the operators equity in the project.

Municipalities might provide collateral from reserves or current revenue equal to a
portion of the loan amount which would substitute for providing equity•

Guaranties would cover 100" of loan amount.

Steps in the Guaranty Process

Bank reviews application for loans from BOT or municipality

Bank structures loan and applies to the Infrastructure Guaranty .Coproration for
a guaranty to cover the loan

The Guaranty Corporation underwrites the guaranty application, and ifapproved,
a guaranty is issued. The .borrower pays two percent guaranty fee, prior to
disbursement.
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Lender makes loan disbursements on basis of project implementation needs.

Borrower pays loan (municipality from its own resources and BOT operator from
project fees).

lAmder reports monthly to the Guaranty Corporation on disbursements, amounts
outstanding and any past due payments.

Lender is obliged to monitor loan and request past due payment from the
municipality or BOT operator.

Ifloan principal and/or interest is overdue six months, the lender can make claim
against the guaranty. The claim will be reviewed by the GlWranty Corporation.

The Corporation is responsible for pursuing recoveries from borrowers. The
lender works with the corporation to effect recoveries.

Payment of claim would be made 6 months after default on defaulted installment.

Claims against guaranties will be paid in the following order:

1.
2.

. 3.

..
From participating shares to municipalities
From interest earnings generated by the investment of the shareholder's
contribution
FrOM shareholder's equity (capital plus retained earnings)

C. START·UP - RESOURCES AND SCHEDULE

Commercial banks (at least 7) will be invited to set up a corporation majority-owned by
financial institutions that operate on a commercial basis for the purpOse of creating a guaranty
corporation. Initial capitalization could be modest, perhaps $20 million, with provisions made
for subsequent increase.~ as required. Eventually, private sector capitalization of $50 million or
more will be sought.

Upon establishment of the Guaranty Facility, the RTG (through the Ministry of Finance)
will domicile an .nitial sum of B62S million, representing the Baht equivalent of a RTG
borrowing of $25 million under the HG, to be increased over ,a five-year period, up to a
maximum of $100 million. The funds from the RTG may be provided both as equity and as
eapi~.!,?r~!~ties for use by the corpJratio_n... , .' ..

The managers of the facility will invest the equity and other capital in government
securities and/or secure investments including short term interest-bearing placements with
creditworthy financial institutions in Thailand.

I

" '0q, .
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Est. Date ACI'ION

08/93 MOP agrees in principle to support the establishment of a new Ouaranty
Facility for environemental infrastructure

- 10/93 Business plan and "feasibility study" completed, with USAID assistance.
and RTO working group.

-
12/93 Proposal presented to Cabinet ---
01194 "Prospectus" based on the feasibility study proposed to potential private

sector shareholders •

03/94 Commitments to become shareholders and purchase shares obtained

05/94 Operations begin under interim management structure, managed by IFCT
or another organization for a fee. -- =-

-

-
-

06/94 MOP tr?llsfers resources to fund, earnings from which are used fpr
establishment expenses, administrative cost and build-up of guarantee
reserves. HG resources are borrowed, if the RTG decides it is
appropriate. Simultaneously, proposal submitted to Parliament for --

incorporation.

07/94 First loans are made.
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ILLUSTRATIVE PROJECTS FOR LOAN FIN~CING

This analy~is lists the types of project~ which are expected to be
eligible for guaranties, and some examples of projects which might
be initiated by cities (Section B) and by the private sector
(Section C).

A. TYPE OF PROJECTS ELIGIBLE FOR HG LOAN REIMBURSEMENT

1. Solid Waste projects

Solid waste collection: vehicles of various types (small,
large, compactor), dumpsters, transfer trucks, clea~ing

equipment.

Resource recovery systems: sorting, separation and/or
spreading, composting, methane gas production, high
temperature reduction and energy production.

Refuse disposal: land fill construction, drainage control
and equipment (trucks, tractors, cranes, barges), waste
storage, clean up and closing of land fills.

Potable Water project

..

-=

3.

. .
Wells and other source development
Aquaducts and distribution mains
Local area water distribution sytems, including hydrants,
stanpipes, and related equipment
water chlorination, fluoridation, and purification
Industrial wells and storage facilities.

Storm Drainage Projects

Street drains, tunnels, line4 canals.
Impoundment areas for flood damage reduction.
Grates, settling basins and other pollution removal
devices.
Sewer basin cleaning equipment.
Dikes, walls and other storm and surge protection
devices •

. W~Y~~(l.m:~s.; .p?;'ot~ct~o.l.lC!..I1~__90J1~t..:I:'l!gtj.QJl
Klong dredging and cleaning.

. /\ \"
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Municipal Waste Water. projects

Installation, expansion, rehabilitation and-upgrading of waste
water 'collection networks and sewers, including television
condition monitoring systems and pipe relining.

Treatment systems, including primary and secondary
treatment plants and equipment, settling basins,
chlorination, package plants, lagoons, mechanical
areators.

=

5. Toilet Waste projects

Collection
Treatment and disposal
Sludge separation and composting
Installation of dry (composting) toilets.

6. Other Projects

Preventive health facilities and equipment.

Air and water quality monitoring equipment.

Metering, measuring and signaling systenls in connection
with infrastructure systems, computerized command and
control systems for monitoring conditions and changes.

Tracking, billing and tee collection systems in
connection with utility and tax rates or user charges.

Slaughterhouse and/or stockyard waste treatment or reuse
(biogas generation) systems.

Note: . Industrial environmental projects may also be funded
by the facility at some future time.

B. ENVIRONMENTAL INFRASTRUCTURE PROiJECTS IDENTIFIED BY CITY
OFFICIALS AS POTENTIAL PROJECTS FOR LOAN FINANCING..

NONTBABURZ HUNICIPALZTY

The following capital investment projects are included in the
municipality's current three year capital budget plan:

L.___ . .D-e.velopment 2f...anew.s.anita~ ~andfill. si-t.e .:t.oreplace the
existing distant one (35 kIn. away) which has little remaining
capacity. A new landfill site is estimated by city officials to
cost about 52 Million Baht for the land alone. The city also needs

:.
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Septic tank sludge collection and disposal.

ANNEX C." Pags3

more and bet'ter condition reuse collection vehicles. The total
capital requirements for the next three years for the sanitation
department amounts to some 166.2 Million Baht o~ $6.64 Million,
split equally between local and foreign costs. The four projects
included in the capital bUdget are listed below. The purchase of
57 vehicles, mostly trucks for various purposes, is included in the
capital bUdgat. (Details of these project costs are shown in the
Nonthaburi Capital BUdget at the end of this paper).

Solid waste disposal (new landfill).

Solid waste collection.

.
A new 17 Million Baht municipal slaughterhouse.

The following additional projects are those of greatest current
interest to Nonthaburi's city officials, based on interviews with
them:

-
2.

-
-

3.

4.

5.

o Wast water treatment collectors and plants, now wholly
absent, have been proposed by the national public works engineers.
They would serve 80 percent of the city. Preliminary cost
estimates are about $60 million (1.5 Billion Baht). Two "gray
water" treatment plants would be built. Detailed cost estimsltes
are being prepared by the Public Works Department (PWD).

o Storm drainage improvementEi are urgently needed, altbough
the precise nature of actions proposed was not specified.
Nonthaburi, like Bangkok, is a very low-lying city located in a
tidal river basin. The city receives a meter and a half of
rainfall each year, concentrated into two-thirds of the year.. In
addition, its location at the mouth of the Chao Pbraya ,eiver
subjects it to possible water surges or high tides. Structures in
downtown Nonthaburi, which abuts directly on the river, are highly
exposed to floods.

::.

SAHOT PRAKAN MUNICIPALITY .. ..
Samut Prakan is one of nine cities to implement an experimental
land v~luing system and to levy the full 6 percent (of land value)
land tax allowed by law. The results was a 77 percent increase in
revenues in the first year of introducing the new valuation s,ystem.
city officials listed the following four priorities for

~__.,__, ,~,_~_, __._ infra~trugtm:~t ,iny~@~ments;

1. A new landfill site for which they need 150 rai of land. This
is a very large quantity to be found in a rapidly growing urban
area. sites may cost a million Baht per rai.

,-
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2. Equipment for the solid waste collection unit, inoluding more
efficient compactor trucks (they now use five people on each of
their 17 obsolete trucks) and tractors for the landfjll. Total
estimated cost: $8 million (200 Million Baht).

3. Widening' of local roads to ease the problem of refuse
collection. (Clearly, HG resources would not be used to finance
such projects, but it may be possible to demonstrate alternative
feasible solutions through the capital bUdgeting, revenue
enhancement, project feasibility and financing ~ssistance probided
to participating municipalities.)

4. Dikes to keep the river from flooding into the low-lying city
and other drainage works to help prevent rainfall-based flooding as
well. User fees will be collected for this project which will be
handled through a special assessment district.

NAKHON RATCHASIMA MUNICIPALITY

Nakhon Ratchasima has a clear set of infrastructure priorities. In
rank order, they are:

1. Additional interceptor sewers and oxygenation basins to cover
the remaining 30 square kilometers of the city (28 percent or. 7
square km. are already served). They do not hc:l.ve any cost estimate
for this project as yet, although the broad outlines of what is
needed were laid out by the PWD engineers when they designed the
first stage. The first stage cost $1.2 million (30 Million Baht)
for the plant alone, not including the interception sewers. The
remainder of the system will clearly cost more, perhaps on the
order of $6-8 million (150 to 200 Million Baht).

2. A site for a new solid waste landfill. At present, the city
is collecting 180 tons of refuse per day anG is disposing of it in
a landfill owned by another government entity. Nakhon Ratchasima
does not anticipate being able to continue to use this leased
landfill for more than another 12 years (when the lease expires).
Nakhon Ratchasima's staff estimates that they need 100 rai for a
new landfill and that land acquisition ~ill cost about 200,000 Baht
per rai. for both land and equipment, they believe they need $1
1.2 million (25 to 30 Million Baht) for the new landfill.

J'
r

..:

3. Nakhon Ratchasima's solid waste sys:em also needs more
equipment, including 27 front-end loaders fOl' the existing landfill
and replacements for their aging collection truck fleet. They

_____._.. _...espe.cial.~y.mentioned_the ne.ed.for smalLtrucks to...get. into a narrow ..
streets of the old center of the city.

4. An additional water supply main or canal is needed to allow
access to a second government reservoir because the reservoir Korat

~
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now depends on is reaching capaoity. )\. new aquaduct could cost up
to $8 million (200 Million Baht). Another avenue Nakhon Ratchasima
is exploring is recycling water from the oxygenation tanks of its
water pollution cont~rol system for non-drinkJ,ng purposes.

5. A new slaughterhouse is needed to replace the obsolete,
polluted existing facility. Nakhon Ratchasima has already
purchased the site for a new slaughterhouse but they need money to
erect a structure and purchase pollution control equipl0ent. They
estimate a' cost oj! about $800,000 (20 Million Baht). Chances
should be good for the debt service on this facility to be covered
by fees from the users.

BANGKOK METROPOLI~AN ADMINISTRATION

Bangkok Metropolitan Administration (B~A) has begun an ambitious
program of environmental infrastructure investment. Two proj~cts

have been
identified as being both of high priority and suitable for loan
financing:

1. BMA owns a number of valuable tracts of land which could be
developed within the framework of a public/private partnership. In
exchange for all or part of the development rights and other
incentives such as access to lIG-backed guarantees and loans, the
private investor partner could be required to build pUblic
facilities and/or infrastructure 0111 a BOO or BOT basis. This
approach has been used in a number of communitj.es in the u.s. and
provides an'ideal opportunity for U.$.-Thai partnerships.

2. BMA has initiated a major wastewater treatment program
(covering 'toilet wastes as well as "gr.ay water" and storm water).
The system is to be constructed in phases. The first four projects
which constitute phase one (see below) will serve only 2 million of
Bangkok's 5-7 million inhabitants and are expected to require about
12.5 Billion Baht ($500 million) of investment. The RTG has agr~ed

to provide 75 percent of the required funds for construction of the
first phase, but BHA must repay these funds and must also find a
way to finance the remaining cost. Fiuancing for future projects
is expected to be on a less generous"basis.

Phase One Bangkok waste water Treatment project:

..
I!!

--

o

o

sukbumvit - 30,000 cubic meters per day secondary treatment
serving 100,000 people at an estimated cost of 280 Million
Baht .. {$.1L.2...mi~1.i.QnJ ..

Lat Phrao - 40,000 cubic meters per day gray water treatment
serving 125,000 people at an estimated cost of 700 Million
Baht ($27 million).
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o Thonburi - 350,000 cubic meters per day serving 1,080,000
people and other users at an estimated cost 6 Billion Baht
($240 million).

o Chaeng Wathana - 390,000 cubic meters per day serving 750,000
people and other users at an estimated cost of 5.5 Billion
Baht (220 million).

Contracts for three of the four projects in the First Phase
have already been let, but the Fourth (and largest) Project is
still in the design stage. There will be many others 'to follow
before the entire urban area is served.

Environmental Infrastruoture projeot
in Nonthaburi's Capital BUdget

-I-
i
r-.

(

,
1. Solid waste Disposal (New Landfill)

TOTAL FOREIGN COSTS 12,000

TOTAL PROJECT COSTS 52,807

-=

LOCAL COSTS

Access Road
- Excavation
.. Drainage
- Security Wall
- Aerators and Pond

TOTAL LOCAL COSTS

FOREZGN COSTS

- Transformer
- 4 Garbage Trucks

2 Ten Wheeler Trucks
- 2 3,000 Lit. &

1 1,000 Lit.

(000 Baht)

14,316
457

6,394
12,640
7,000

40,807

500
6,400
3,200

1,900

..

(US$)

573,000
18,280

255,760
505,000
280,000

1,632,000

20,000
256,000
128,000

76,000

480,000

• 2,112,000

2. Solid waste Colleotion Faoilities and Equipment

LOCAL COSTS (000 Baht) (US $)

- Paving Area (New Land) 5,000
- Worker Housing 500


.~--

• __.•__•••_ .•. _ •••._--_.-••._- -.-.. --+ .~. __ .--.-

TOTAL LOCAL COSTS
...

5,500

200,000
20,000

200,000
::.
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FOREIGN COSTS

20 Garbage Trucks 36,000 1,440,0'00
10 Ten Wheeler Trucks 8,000 320,000

..
15 Trucks 27,000 1. 080. 000

TOTAL FOREIGN COST 71. OOQ iL 840,000

TOTAL PRCJJ'ECT COSTS 75,500 3,060,000
P'~

3. Septio Tank Waete Disposal

LOCAL COSTS
- Land and Construction 17,850 714,000

(5 Rai for Night Soil. Pits)

FOREIGN COSTS
- 4 Pump Trucks 3,600 144,00Q

TOTAL PROJECT ::OSTS 21,"50 858,000 :-
:.... Slaughterhouse

TOTAL COSTS 19,000 760,ODO
(ALL LOCAL)

TOTAL CAPITAL BUDGET

LOCAL COSTS 83,157 3,326,280
FOREIGN COSTS 83,OQO 3,320,000

TOTAL CAPITAL BUDGET
COSTS 166,157 6,6"',280

C. A PRIVATE WATER AUTHORITY FOR PHUKET -.

The Problem
•

Phuket, a tourist island of 180,000 with over a million visitors a
year i5 embarking on an environmental "action program" to deal with
water, waste water and solid waste problems. water supply is a
serious problem as the island water authority can only provide
11,000 cubic meters of water a day, as opposed to a water demand of
23,000 cubic meters. The shortfall is made up by private operators
.that ...bYYrainwater. fr.Qm..tinmine.piU_.aruLtruck_J;hawab~rtothe
hotels. This operation is costly and time consuming for the
hotels. Due to dry season-wet season, inadequate groundwater and
t~e projected continued growth on Phuket, water supply is an
increasingly-severe problem.

:..
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A Solution

Recently, a U.S. Asian Environmental Partnership EPA "action team"
visited Phuket to survey the Island's environmental pr.oblems and
propose solutions. The EPA has complied a list of tlQuick Winners,"
actions that are short run and inexpensive that can deal
effectively' with some of the islands problems such as waste water.
others are more medium term, such as their suggestion for dealing
with the current water problem.

The EPA team has proposed that Phuket develop a private Phuket
Water Authority that would seek to develop a reservoir in nearby
Phanga Province, then pipe and distribute the water throughout
Phuket. During the EPA visit and in meetings with the Phuket Hotel
Association, the hotel owners and operators indicated they would
consider signing with such a water authority. This would relive

the hotels of the need to constantly deal wi·th the private truckers
as well as purify the water they receive from the tin mines.

The EPA team recommended that USAID seek u.S. technical assistance
fo~ such a venture from the u.S. private sector, especially from an
oT.ganization'in the U.S. that might be interested in investing and
jointly operating the system with Phuket as a partner. IdeallYl
the tin mine owerns could be linked into the system, as well as the
private truckers, who would, of course, lose out in a fully
automated piped system.

The Governor of Phuket has expressed. interest in the privatization
of the water system. The Governor noted that as Phukei: is
designated as a "special province", he has the authority to
privatize the water system.

USAID has agreed to follow up with the EPA team and fund the travel
and per diem costs of a technical assistance team, preferably a
private u.S. water authority operator.

AEP-HG Financing .
If the technical assistance teams finds the creation of a Phuket
Water Author:ity viable and the Governor follows through on his
authority to privatize the water system, equity and debt financing
could be arranged through a variety of means. The hotels, for
example, may want to invest in the authority. The U. S. partne:i:" may
also want to invest.

Debt financing can be arranged through the new AEP-Housing
Guarantee 'facititywith the SIFCT, small rndUstrtaI Finance
Corporation of Thailand. Under this new program, the AEp··HG will

=-
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guarantee loans for private municipal environmental services.
Accordingly, a loan could be arranged from a local Thai bank (Krung
Thai, Siam commercial, Thai Farmers, etc.), which then would be
guaranteed by-the SIFCT.

USAID and AEP could enhance this project by assisting with
training, billing and collection sy;c5't.eD'.s, and start-up technical
assistanc:e.

•

r_



ANNEX C,S

INSTITUTIONAL ROLES AND RESPONsmjLITIFS
=

--

A.

." 1•
-

RTG POUCY AND REGULATORY AGENCIES

M.lnJstry or Finance (MOF)

::

The MOF is ultimately responsible for all decisions related to RTG foreign currency borrowing
and domestic fiscal policy. It is also the sole government entity that can hold shares directly on
behalf of government. The MOF has the authority to commit the government to financial
guaranties under the Act Determining the Power of the Ministry of Finance. Therefore, the
MOP will playa lead role not only as borrower of HG funds on behalf of the Govemment, but
also in the establishment of the Guaranty Facility. The MOF's involvement in the creation of
a similar guaranty facility (SICGC) is described in Annex C.I.

2.. The Industrial F'mance Corp,oratlon ol!' Thailand (IFCT)

~e Industrial Finance Corporation of Thailand (IFCT) is likely to playa management role in
the new Project, and could also be involved in policy issues. It is a development finance
institution established in 1959 under the Industrial Finance Corporation of Thailand Act. Its
main objectives are to promote the development ofprivate industrial enterprises and the domestic
capital market. It is managed as a private organization, and its financial services for projects
are consistent with the Government's development policies. Its services include: medium and
long term loans, working capital loans, equity investments, loan syndications, guarantees, and
investment advisory services. IFCT also manages special funds set up by the Government, such
as the Industrial Development Fund, the Capital Market Development Fund, and the Small
Industry Credit Guaranty Fund. IFCT's shareholding structure is approximately as follows:

commercial banks, foreign and Thai
private companies, finance, .
and insurance

Ministry of Finance
Krung Thai Bank
the remainder with private individuals

30%

29%
17%
8%

It affiliated companies include: The Mutual Fund Co., Ltd., The Thai Factory Development
Co., Ltd., The Industrial Management Co. Ltd., The Thai Orient Leasing Co. Ltd., and the
Bara Development Finance and Securities Co., Ltd. -.-.



ANNEX C.5 Page2

3. M1nJstry or Science, TecbnololY, and Environment (MOSTE)

MOSTE is responsible for formulating RTG environmental protection policies and funding
selected environmental infrastructure projects. It has been playing a leading role in ensuring that
other RTG agencies adopt and follow appropriate environmental standards. The Environmental
Act of 1992 provides MOSTE with widespread authority in a number of environmental areas.

The National Environmental Board (NEB): The NEB has been subsumed into MOSTE. This
agency now 1) submits policies, plans, and opinions on the development of the environment to
the Cabinet; 2) recommends amendments and improvements to the law concerning the prevention
of environmental degradation; 3) considers and submits opinions about projects which may have
adverse effects on environmental quality to the Cabinet; 4) recommends standards of
environmental quality and will soon have the mandate to enforce such standards; and 5) provides
loan and grant funding for environmental infrastructure projects.

MOSTE issues specific regulations for Environmental Impact Assessments (BIAs). EIAs are
required for hotel or resort facilities in environmentally sensitive areas with more than 80 rooms,
for industrial estates of all sizes, for thermal power plants, and several types of industrial
installations. Environmental Analyses (much briefer and streamlined than BIAs) will be
conducted for all environmental projects financed through the Guaranty Facility. Only in cases
where indicated will BIAs be required. EIAs must be submitted to the MOSTB which has tt!e
power to approve or reject BIA reports but not to suspend or revoke factory licenses. Only
registered institutions and experts are permitted to p~pare BIAs; in 1990, there were 22
companies, 7 universities and I research institute. However, the effectiveness of MOSTE in
enforcing environmental controls on the basis of EIAs is undermined by lack of resources, weak
support from top Government levels and procedural privileges enjoyed by the Board of
Investment and the Industrial Estate Authority of Thailand.

The MOSTE Environmental Fund was launched in March 1992, although no projects have been
funded, as yet. Initial capital includes $20 million from the RTG budget and $200 million from
the Oil Fund. Fifty percent of the Fund is earmarked for industrial pollution control and 50%
for municipal WZSLe management. The Fund will be used in support of the RTG's budget in
solving politically sensitive environmental problems such as was~water, solid waste, air
polluti.on, and natural resource management.

The Environmental Fund will disburse some resources in the form of grantCl 4Jld some as loans.
The terms of loans have not been established. The range of five to six percent has been
mentioned, as well as four percent per quarter (which would be a market rate). The manager
of the Fund has n~t yet been announced. When the conditions of the resources are determined,
and the Fund is operational, it is likely that the funds will be distributed quickly. Most of the
-film-1fave alreadY" oeeri earmarKed for projects according to various government spokesmen.
OECF has indicated support fnr additional projects in the future, with funding levels up to $100
million a year.

~ ::-q,{
.....
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The MOSTB Director of the Fund sees its operation as complimentary to the Guaranty Facility.
Given the Fund's resource' limitations and the high political profile of its projects, e.g.,
hazardous waste dumps, important tourist locations, its resources probably will be made on soft
terms more often than not. This is not, however, seen as competition with the Guaranty Facility
given the vast needs for investment in Thai cities and industry. If cities receiving Environmental
Fund resources have need for additional loans, and are credit worthy, they would be able to
carry out a greater number of projects.

The information gather in tlle course of the development of the Guaranty Facility will be shared
with MOSTB and with other RTG institutions involved in municipal finance. As these various
financing mechanisms become operational, coordination will be continued•

..:

4. Ministry of Interior (MOl)

Public Works Department (PWD): This is generally the lead technical agency for the
Molnt in the development of water supply, sanitation, and other engineering works
outside of Bangkok. PWD is especially important in the development of wastewater
treatment capabilities for municipalities and other local governments.

The Mal is critical to the Project insofar as loans are made to municipalities. Few
municipalities have the resources or, training to "go it alone." though, they have more authority
and capability than they use. Within the MOl, several offices may be involved:

Office or Policy and Planning (OPP): This office is responsible for preparation of
policies and plans on activities under the responsibility of the Ministry and coordinates
with other agencies at the national level. ..

0-.
-

-
~

0

--

o Department of Local Administration (DOLA): DOLA is responsible for all iU,;,tivities
at the provincial and local levels. Under this department, there are three divisions
concerned with developmental affairs: 1) The Local Finance Division (LID) - The LFD
reviews municipal and provincial government budgets and sets· policy in all local financial
matters. This Division will play a key role in effecting policy changes related to RTG
transfers to municipalities; 2) The Office of Urban Development (OUD) - Coordinates
external assistance for the Ministry. TheOUD was created by the World Bank to be
solely responsible for the implementation of the ReDP I and U. It is expected that, by
the end of 1993, the OUD's role will be expanded to include policy formulation and
review and approval of all local government administrations' development plans; 3) The
Local Affairs Division (LAD) • Oversees all civil activities of the local government,
except the City of Pattaya and the BMA which are under the direct responsibility of the
Minister of Interior. The LAD also coordinates plans and programs of the Municipal
League-ofThailana; arid 4}The' filStitiJfe of' Government'AdDiIDiStratioD and LOCal
Development (IGALD): Plans and implements training programs for provincial and
local officials.
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$. Office or the National Economic and Social Development Board (NFSDB): This is
the national agency which serves as an advisory body to the Prime Minister. Its responsibilities
include the development of policies and preparation of the five-year development plan at the
national level. NESDB is receptive to technical analyses and the Thailand Development
Research Institute (TDRI) is often and effective avenue for approaching NESDB.

NESDB has been helpful in coordinating other RTG line agencies in the preparation of the HG
Project. If Cabinet approval is required for the creation of the Guaranty Facility, the NESDB
will advocate its approval. The Cabinet would request NESDB's analysis.4ld recommendation
of the aG Project.

6. The Department ofTechoical and Economic Cooperation (DTEC): DTBC coordinates
all foreign grant assistance to Thailand. Proposals for both RTG and foreign donor agency
initiated projects are channelled through DTEC for review and approval. DTBC will need to
be consulted frequently during the UIGF's implementation so that the effectiveness of USAID
grant assistance, and possibly other donor funding, can be maximized to the greatest extent
possible.

.
7. Ministry or Industry (MOlnd)

This Ministry could be involved in BOO/BOT Projects financed by a Guaranty Facility. ..
It is responsible for promotion of industrial development and control of industrial pollution. It
is also charged with the provision of water supply from groundwater and conU'OI of groundwater
subtraction in some areas. The MOlnd is the only agency outside of MOSTE currently to have
environmental enforcement authority.. Agencies involved with environmental infrastructure are:

o Department of Industrial Works (DIW): Regulates uti1i~es and services for most
major industries. Currently contracts out for private treatment and disposal of hazardous
wastes.

o industrial Estate Authority of Thailand (lEA1'): As a state enterprise, provides
necessary services within the boundaries of its industrial estates.

B. BANKS AND FINANCIAL INSTITUTIONS

Sixteen Thai commercial banks operate in Thailand, in addition, the Government Savings Bank
undertakes many commercial banking activities. The largest being Bangkok Bank Ltd.

The commercial banks do not lend to municipalities, except for the Bangkok Metropolitan
Administration (BMA) on large high profile projects which involve participation of consortia of
prommenrcompanies~CommerciaIDanKSand-financecompaniesnrianceprojecfS fof'pnvate
sector clients. The primary lending activity is short term, consistent with the predominantly
short term nature of their funding. Project lending is viewed as lucrative in that transactions
tend to be larger and involve fees as well as interest income from loans. However, financing

-
"--
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projects is also considered higher risk than typical lending to companies. When financing
projects, heavy reliance is placed on the generation of sufficient revenues from dIe project itself
to make interest payments on the project loan. Various techniques are used to reduce the risk
that the loan will not be paid. Often the land, plant and equipment associated with the project,
are pledged as collateral security for the loan. Few projects are financed in the same manner,
the particular circumstances of each are taken into account in structuring the project finance
package (referred as financial engineering).

Banks have adequate liquidity and are seeking opportunities to lend and to obtain fee income.
They would be interested in financing BOO/BOT operators, because the projects are based on
business principles, have identifiable sources of repayment, private companies contribute their
own resources and can provide collateral. They would also look more favorably on projects in
Bangkok based on size, and greater knowledge and ability to monitor projects.

Bankers would prefer 100% guaranty of principal and interest, rather than risk sharing with the
guaranty corporation. While they might be convinced to assume some risk, it would probably
not exceed 10-15% (i.e. 85-90% guarantee). Some risk assumption might encourage banks to
monitor the loans more closely than they would if the guaranty was 100% With a 100%
guarantee, banks would be likely to lend at the prime or super prime IC\te, rather than refer to
the underlying credit to determine the interest rate charged.

"Other financial institutions could participate in the Project, as lenders or shareholders in the
Guaranty Facility. The institutions include finance companies, insunmce companies, and
specialized financial institutions, such as IFCT.

--

=

C. LOCAL ADMINISTRATION AND THE PROVISION bF ENVIRONMENTAL
INFRASTRUCTURE

--...

Thailand has two types of local government: entities under the direct control of the provincial
governor and entities with self-governing powers. Those under the authority of of governors
include districts (amphur), communes (tambon), and villages (muban). Self-governing entities
include municipal governments (tesaban), and sanitary districts (sulcapiban). Two special self
governing districts have been created in recent years: the Bangkok Metropolitan Administration
(BMA) and the City of Pattaya. The sections that follow briefly describe these units of
government. (See Figure 1.)
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Figure 1
Stnacture or Thai Local Government

,

..

* T8iDon CQIIUnIS end telbon .unlclpalltle. are ''PIrate entitle'

There are three types of self-governing municipalities (tesaban):

a)

b)

c)

nakhQns, which require a population Qf 50,000 or more and a population density
of at least 3,000 residents per square kilQmeter,
muan~s which require a population of 10,000 or more and a density of 3,000
residents per square kilometer and
tambQns which are established at the discretion of the Ministry of Interior if it
believes that area needs are best met thrQugh a self-gQverning unit of local
~overnment.

The HG Project is principally concerned with the first type.
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Bach municipality has a legislative and executive body. The legislative body, called an
assembly, consists of 12 to 24 members elected for four year terms depending on the class of
municipality. The assembly is responsible for approving the municipal budget, enacting
municipal ordinances and overseeing the operations of the executive branch. By custom, the
leader of the ~ority party of the council becomes the mayor and the mayor then selects two
to four councilors to help him run the municipal administration. However, by Jaw, the
appointment of the mayor and his assistants is the prerogative of the provincial governor, which
serves as a powerful check on the freedom of mayors. The mayor is responsible for establishing
municipal policy, presenting appropriate enabling legislation to the municipal assembly and
supervising units of the executive branch. The mayor exercises his management responsibilities
through the chief administrative official of the municipality, referred to as the town clerks.

Table 1 provides a breakdown of functions by type of municipality. Hiring of municipal
government personnel is under the control of Municipal Service Commission. The Minister of
Interior acts as the chairman of this commission, the Ministry's permanent secretary acts as vice
chairman, and the director of the Ministry's Department of Local Administration acts as
secretary. Commission membership includes all department heads in the Ministry. The existence
of this commission has hindered recruitment and made it difficult for some local governments
to hire competent professionals.

..

--
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Table 1

Municipal Functions

CCllIp.Ilaory leNIc.:

1. Malnt.ln l... and order
2. Provlde/_Int.ln roads

and w.terw.y.
3. Keep roads/.ldewelks &public

pl.ce. clean • refuse
and g.rbage dlspos.l

4. Prevent &.uppr.s.
communicable dl ......

5. Provl·~ fire fighting
service.

6. Provide educ.tlonal .ervlce.
7. Provide clwan wator
8. Provide ~lauJht.r hous••
9. Provide/maintain Medlc.l

center.
10. Provide/maintain dr.lnago
11. Provlde/_Int.ln public

toilet.
12. Provlde/_Int.ln public

light.

~I...l &ervlc.:

1. Provide merket, ferry &h.rbor
harbor f.cllities

2. Provide cemet.rle. &
crematorl.

3. PrOMOte employment
4. Engage In commercial

activltl••
5. Provide &_Int.ln ho.pit.l.
6. Provide oth.r nec....ry

public utilltl..
7. Provide &_Int.ln .tadl. &

f ftN" cMter.
8. Provlde/Mint.in voc.tlonal
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9. Provide &lIIIlntaln parka,

playgrounds &zoo.
10. Provide &Mlnt.ln ~ther &

child welf.re .ervlces
11. Provide &Mllnt.ln other

public health .ervlces
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CClIIpulMrV ..rvl..:

1. M.lnt.ln l... and order
2. Provlde/llIIlntaln roads

and ...ter...va
3. Keep roedl/.ldew.lk. &public

pl.ce. cl••n • refuse
and g.rbage dl'poI.l

4. Prevent & auppr .
COMmUnicable dl ..

5. Provide fire fighting
.ervlce.

6. Provide educ.tlonal .ervlc..
7. Provide cle.n water
8. Provide .laught.r house.
9. Provlde/_Int.ln -.dlc.l

cent.r.
10. Provlde/_Int.ln dr.lnage
11. Provlde/_Int.ln pblfc

toll.t.
12. Provide/_Int.ln public ..

lIghtl
13. Provide &_Int.ln MOthor

&child welf.re .ervlclS
14. Provide other nec....ry public

he.l th IIrvlc..

OptIONl ....,,1..:

1. Provide market, ferry &
harbor f.cllltl ..

2. Provide c...t.rl.. &
crematorl.

3. PrOlllOte ~loynllf'lt

4. Engage in commercl.l
.ctlvlti..

5. Provide &..Int.ln hosplt.l.
6. Provide other nec....ry

public utfl Itl..
7. Provide &..Intaln .tadl. &

fltnes. center.
8. Provlde/Nlnt.ln voc.tlonal

.choola
9. Provide &..Int.ln parkl,

pl.ygrCKntl & 1001
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The executive branch must consist of at least four administrative units: a) an office of the chief
administrative official, b) a division of finance, c) a division of public works and d) a division
of public health. Larger towns frequently add additional administrative units.

It should be noted, also, that there are sanitary districts which are usually established in
relatively nigh density areas that have not met the criteria for a municipality. Sanitary districts
must ha\le a population of at least 1,500 individuals or have more than 100 commercial
establishments and consist of an area of one to four square kilometers. Two other facrors also
informally contribute to the establishment of a sanitary district: a fairly high level of Urbanization
and an adequate tax base. Administration of sanitary districts is r.arried out through a sanitary
board which consists of four locally elected members, the district officer (who acts as chairman),
and the deputy district officer (who acts as the chief administrative official). Other board
members include the district police chief, the district health officer and the district treasurer.
(Need statement about locally elected members to a sanitary board.) In theory, sanitary districts
are self-governing but in practice they are run by the district officer. Functions of sanitary
districts extend well beyond sanitation and are virtually identical to tambon municipalities. In
addition to sanitation, district responsibilities include education, fire fighting, maintaining roads
and .waterways, prevention and suppression of disease, provision'of market facilities, and
provision of electricity.

As of 1991 there were 133 municipalities in Thailand (including Bangkok and Pattaya) as weJI
as 849 sanitary districts. The largest municipalities (those with populations over 50,000)
perform the following principal functions:

..::

..:

-
o . FormulaJng and adopting their own budgets, subject to technical review and

:approval by DOLA. DOLA refers the budgets to the Provincial governo:.t' f~)r his
review and approval as well.

o Local roads, waterways and street lighting construction and maintenance.

-= o

o

o

Solid waste collection ~d disposal.

Environmental protection services, including public health functions and waste
water pollution control.

Social services, including maternal and child welfare.

o Fire fighting and preservation of law and order.

o

o

Administrative functions (such as reco~d keeping, tax aIld user fee ~ll~t:i()n, etc.)

Economic functions such as markets, slaughterhouses and cemeteries.
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A few municipalities operate their own water systems but for the most part water supply and
distribution is the responsibility of a national parastatal agency, named the Provincial
Waterworks Adininistration (PWA). The Bangkok area is served by its own Metropolitan Water
Authority.

Local Water Supply. Three units of government are responsible for the provision of water to
local governments in Thailand: the Metropolitan Waterworks Authority (MWA), the Provincial
Waterworks Authority (PWA) and the municipalities themselves. The MWA is a
semiautonomous agency responsible for providing water to the Bangkok Metropolitan Area and
the adjacent provinces of Nonthaburi and Samutprakam. The MWAcharges an average of 5.34
baht per cubic meter of water.

The Provincial Waterworks Authority is a semiautonomous agency responsible for providing
water to municipalities, sanitary districts and some rural areas. (Cabinet approval is needed for
new investments over 5 million baht, setting tariffs, disposing of immovable assets and entering
into partnerships with other organizations.) As of 1989 PWAs were responsible for the
provision of water in 97 of Thailand's 131 municipalities (as well as 201 of the nation's 842
sanitary districts). Th(\ PWA divides its operations up into 10 subregions. In what was
reportedly an effmt to r~(juce duplication of water supply efforts the central government has
mandated that municipal w~~terworks be integrated into the Provincial Waterworks Authority by
1990. However, political upposition made this impossible and such transfers are current\)'
optional~ Water charges l'ange between 3.75 baht per cubic meter for monthly consumption of
less than 11 cubic meters to 10 baht per cubic meter for monthly consumption over 3,000 cubic
meters. The PWA also levies a monthly service charge that ranges between 10 and 100 baht
depending on'the diameter of the user's supp!, pipe.

A total of 33 municipalities provide water supply services. Usually' the services are provided
through the municipal engineering department in smaller communities while separate divisions
of water supply are sometimes established in larger municipalities. Municipalities typically
charge 2-4 baht per cubic meter of water.

Local Solid Waste Disposal. Municipal sanitation and public health services are provided by
local governments with the Department of Public Health, the Public Works D'epartment and the
ONEB. At the local level sanitation responsibilities usually lie with the Division of Public

, Health. Most municipalities divide their public health unit into four subsections: sanitation and
environmental health, veterinary services, public health services and administration. Larger
municipalities may also have units devoted to solid waste removal, drainage cleaning, wastewater
treatment and street sweeping.

~~~~.b~.\!gg~~~a~~~~~Th~s c:ti~~~ Qf ·~.84~~Q&~J11~~f \Y~~ ~r.~~i~ ~~ day.
This waste is usually collected by municipal employees using trucks. Some of the waste is
typically diverted for recycling, with the rest be~ng disposed of in open dumps. A very large
portion of the waste is vegetable matter making a poor candidate for self-sustaining combustion.

II:
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The service life of sanitation equipment tends to be quite long and as a result it spends much
time being serviced. "ibis contributes to problems of uncollected gubage, limited service areas
and high overhead costs. As a result only 60% to 90% of the populatiou is provided with solid
waste services in most cities. A study of waste disposal costs in Bangkok found that collection
and transportation of waste cost 273 baht per ton and that dispJscl in an open dump cost another
54 baht per ton. (It was estimated that privatization would lead to savings of ISO baht per ton.)
Disposal at a composting site cost 570 baht per ton (and 1,850 baht per ton of compost

produced). Most cities only recover 10% of their costs through user charges.

Exlstlnl Municipal Sewerage and Wastewater Management Systems. Of Thailand's 133
municipalities only five have wastewater treatment systems. (These five cities include some of
the twinning candidate cities and a separate document discusses the systems.)

This absence of sewerage treatment is refle~ted ;n the quality of many of Thailand's rivers,
canals and coastal waters. A study of water pollution in the lower Chao Phraya River (the river
that Bangkok is located on) found that household waste accounted for 40% of the pollution in
the river. Another 27% was accounted for by restaurants and food stores. Industry only
accounted for 25% of the observed pollution. Collectively, hotels, hospitals, markets and other
sources accounted for less than 10% of the observed pollution.

The 1980 census revealed that 9S % of urban households are served by latrines or toile..ts
connected to septic tanks and leaching pits. However, such ;'Y~~Ij'ms are not alwa)'s effective
because of the high clay content of Thai soils. Furthermorf', iliJllaJl'wastes are still frequ~ntly

dumped directly into the environment in low income and ~lum communities. Depending on the
community, desludging can be the responsibility of the home owner or th~ municipality. The
central government discourages the reuse of human waste and the waste is typically buried or
composted. Sullage (grey water) from houses, commercial establishments and light indu3tries
is frequently discharged into street drains without any treatment.

-
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ECONOMIC ANALYSIS

•

1. Overview

In the late 1980s Thailand had one the fastest growing
economies in the world. AlthoV9h growth slowud somewhat in the 1990s it
remaills in excess of seven pe/cent. This growth hs 1ed Tha11 and well
into the ranks of the moderp-te income countries and been the basis of
classification by A.I.D. a/f an lIAdvanced Developing Country.. l1,

Rapi d economi c deve1op(nwt in the 1960s and 1970s was
slowed by the worldwide recession of early 1900s. The economy recovered
in the late 1980s and grew at a rate of 9-11 percent annually in the late
19805, one the highest rate of growth in the world. Growth has currently
slowed to the 7-8 percent range.

Because of this accelerated economic activity, the Bangkok
Metropolitan Area and Thailand's secondary cities face 5erious pl'ob1ems
associated w1th rapid growth, including housing shortages and pressure on
such basic services as water, sewage, and health care.

::.

Thai Economi~Data
--

1991 GOP (US$b) $92.0 ..
- 1991 GOP Per Capita 1.604.00

Avg GOP Growth 1987-91 10.41.
~ Agriculture as 'L GOP 121.- Manufacturing as 'L GOP 261.

1991 Inflation 5.81.
Merchandise Exports (US$m) $28,407
Merchandise Imports (US$m) $38,114
Debt Service Ratio 11.01.

I:
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Agriculture continues to dominate the Thai economy and
small independent landholders produce substantial food surplus~$. About
57 percent of Thailand's labor force works in the agricultural sector,
and aboutr 65 percent of population is dependent on it for their
livelihood. Agriculture currently accounts for 12 percent of it GOP and
27 percent of its exports. Major crops incL:ded rice, maize, cassava,
rubber, sugarcane. coconuts, cotton, kenaf, and tobacco.

•
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Modern enterprises are primarily concentrated in the
Bangkok Metropolitan Area. Most industries are Thai owned, but joint
foreign ventures are common. State enterprises also constitute an
important segment of the industrial sector. Currently industry accounts
for about 26 percent of Thall and I s GOP and 2'7 percent of its total
exports. Principal manufactured products include food and beverages,
textiles and apparel, and wood and mineral products.

Major exports include primary and processed agricultural
products, tin, clothing, and other manufactured consum~r goods. Major
imports include capital goods, intermediate products, and raw materials.
Pc!troleum products are the largest single import measured by monetary
value. Largest trading partners are Ja~an and the United States. Trade
with both. is unbalanced. Thailand runs a large deficit with Japan and a
large surplus with the United States.

The Thai GOP grew by 7.5 percent in 1991 and 1992. Exports
have been the driving factor behind recent economic growth will export
growth widely spread across different products and markets. This growth
is the result of a massive wave of foreign inve~tment in new factories
and new capacity at old factories. Traditional exports such as rice,
rubber, textiles computer' chips, gems and frozen food and also continue
to grow. As a result Thai exports topped $32.5 billion in 1992 up from
$29 billion 1n 1991.

2. The HG Component

Given Thailand's ADC classification, the use of loan
resources for development is extremely appropriate. HG dollar loans,
made by the U.S. private sector, carry a U.S. and a Host Country
Guaranty, and usually are for 30 years with a ten year grace period on
interest. While the loans are at market rates, rates in the U.S. are
relatively low at this time. HG loans provide untied foreign exchange.
These dollars can be used by the government to restructure commercial
debt, or for any other activity requiring foreign exchange. If urban
infrastructure projects require foreign exchange, this can be made
available directly from the HG loan as deemed appropriate by the RTG.
Also, Thailand's creditworthi~,ess, as determined by the Department of
Treasury, make it an emmin~ntly suitable borrower of USG guarantied loans .

•
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The HG project is also economically sound in that it is
supporting RTG efforts in developing sustainable financing for
infr~structure. The projects will be financed wit~ commercial bank
loans. Also, Cost/benefit analyses of environmental infrastructure
projects should take into account the environmental cost to society that
results from the lack of basic infrastructure. While this cannot be
quantified in exact terms for Thailand, it is clear from the above that
Thailand as a nation is paying dearly for its lack of basic
infrastructure.

Poor infrastructure could begin to hinder Thailand's
extraordinary economic growth. Investors and international organizations
are beginning to locate in nearby countries to avoid the congestion of
Bangkok. Unsafe· water at resorts negatively affects tourism. Thus,
inadequate environmental infrastructure is beginning to take an economic
toll, as well as a toll on the quality of life for urban residents.

The country is also paying a high price in economic terms
because of the subsidies that have traditionally been built into capital
investment and services. More emphasis needs to be placed on the
recovery of costs for services, and on the use of loans for municipal
infrastructure that support that big picture goal. Loans for pollution
control and environmental infrastructure are currently more common for
businesses than for cities. However, cities could and should become more
business-like in their operations if they are given greater ..
responsibility for capital investment and the means to manage more of
their own finances~ In particular for the 10-12 larger cities
(especially Bangkok), loan financing could, over a period of time, become
a much. more important source of capital investment finance.

3. The Grant Component

The grant funded activities, will be financed under the
Partnership Project, do not lend themselves to standard methodologies for
project analysis. They will follow the strategic partnership model which
require considerable leveraging of rasources from partners and is aimed
at identifying sustainable solutions to development.problems.

Identifying and qual1fy"ng of beneifts attibutable to the
Partnership's investments is very difficult, i! in1e. However, the U.S.
Thai Development Partnership PP indicates that USAID expects economic
returns sUbstantially above the opportunity cost of capital. Since many
of the transactions will involve private sector investment, the
likelihood of better than acceptable financial rates of return is high.
And because Thailand's key prices such as foreign exchange, labor, etc,

~ are by and large determined in open markets, economic and financial
~'~~-'---" - .. --- 'prices and rates of return' may notbe'substant1allydfffetentcreaVihg

aside indirect costs and benefits) and both may be significantly above
the opportunity cost of capital for some transactions.

• I
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ANNEX C.7

SOCIAL SOUNDNESS ANALYSIS

A. OVERVIEW OF POPULATION AND URBANIZATION TRENDS

Thailand's population is now about 57.6 million and it is growing
at a rate of 1.5 percent annually. This figure represents a 50
percent reduction from the rate 20 years ago and reflects the
success of Thailand's birth control program. Nonetheless, 44
percent of the populace is still under 15, and hence, population
pressures are likely to continue for years to come.

•

:.

Thai Demographic Data

Total Population 1992(M)
Growth Rate 1983-90
Doubling Time
Population Under 15
population/Sq. Km.
Urban Population
Life Expectancy
Infant Mortality/1,000
PerSOJ"lSI Dector
~iterllcy Rate

57.6
1.~%

46 yrs.
44.0%

112.3
27.0%
65 yrs.
29.0

4,473
90%

--

Thailand's share of urban population remains quite low, 29 percent,
for a courlltry at its stage of economic development. The urban
inhabitantliJ are concentrated in the Bangkok Metropolitan Area. The
city itsel1: has a population of 5.6 million while the population af
the region is rapidly approaching. 10 million•. No other city in
Thailand approaches Bangkok in terms of size or importance. The
Bangkok metropolitan area accounts for more than 30 percent of
Thailand's GCP and the city dominates Thailand in the same way
Paris dominates France. .

Although Thailand as a whole has been urbanizing rapidly, Bangkok
and iots Jlletropolitan region remain the focus of most of the
nation'SI u.rban growth. The Bangkok Metropolitan Area (BMA) I is one
the most extreme examples of urban primacy in the world. More than
36.2 percent of the Thailand's 15.8 million urban residents live in
Bangkok, 1:ar higher than any other country in the region. In 1988,
the BMA h,ad mc)re residents than all other 132 Thai municipalities
combined, (5.'7 million vs. 4.2 million).

IAn entity convering 1, 565 square kilometers created in 1975
and conslsti:ng of the cities Bangkok and Thonburi.

Q I
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Concentration of the population has been accompanied by similar
concentration of manufacturing, commercial and ~ervice enterprises
in the Bangkok Metropolitan Area. The combination has exacerbated
the inf.rastructure problems both in the BKA and the surrounding
Bangkok Metropolitan Region ~BMR)2. Environmental degradation,
traffic congestion, inadequate water supply and increased urban
poverty are some of the more obvious manifestations of" these
problems.

At the same time, however, other cities in Thailand are becoming
large enough to warrant increased investment in infrastructure.
The cities of Nonthaburi, Nakhon Ratchasima, Chiang Mai, Hat Yai,
Khon Raen and a few others, in particular warrant increased levels
of investment in urban infrastructure given their size.

Ta))le 1
population of secondary cities

(1990)

•

Nonthaburi
Nakhorn Ratchasima
Chiang Mai
Hat Yai
Khon Kaen
Nakhon Sawan
Ubon Ratchathani
Songkhla
Udon Thani

238,300
194,700
160,143
146,250
143,700
108,000
103,620
84,200
81,050


I,

•

Nonthaburi was also the fastest growing lar~e city in Thailand
during th~ 1980s. Its population grew nearly 800 percent during
the period.

B. ECONOMIC GROWTH AND INCOME DISTRIBUTION

The benefits of the country's booming economy are being felt
primarily in the BMR.

Since the mid-1980s Thailand has experienced a trend of increasing
regional disparities associated with the acceleration of export-led
industrial growth. Risin~ regional disparities are reflected in
the BMR's massive increases in per capita GDP. In contrast, most
other areas of Thailand have experienced only modest increases in
per capita GOP. Thailand's stellar economic performance has thus
largely been a function of the performance of the "city state" of

------- --i;he--Banqkok-HetropolitanReqion. In 1980, pereapi-ta--ineomein the

~his area, known as the Metropolitan Region includes the
Bangkok Metropolitan Area as well as the neighboring provinces of
Samut Prakan, Nonthaburi, Pathum Thani, Nakhon Pathom and Samut
Sakhon.
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northeast was 41 percent of the national average. By 1990 it fell
to 37 percent. While the case of the nort;.heast is somewhat
extreme, this figure also fell in every other region except the BKa
and the East. The decline in the south has been particularly
precipitous with per capita income shifting from 104 percent of the
national average in 1979 to 68.5 percent in 1989. In contrast, per
capita income in the BMA rose from 247 percent of the national
average to 329 percent.

Despite the rapid economic growth, the incidence of'povety has
hovered in the 20-30 percent range with substantial year-to-year
fluctuations. This is because a large number of households are
clustered immediately around ~he poverty line. A 1988 analysis
revealed that raising the income definition of urban poverty (then
set a Bht. 6', 320 or'-US$250 annually for a family of four) increased
the number living in poverty by one third. A virtually identical
phenomenon was observed in the case of rural poverty even though
the income figure was much lower (Bht.4,140).

The regional shifts in income are a reflection of the rapid
structural changes taking place in the Thai economy. Agriculture's
share of the GDP declined from 25 percent of the GDP in 1980 to
approximately 16.6 percent in 1988. In contrast, industry's share
of the GDP rose from 29 percent to 36 percent during this period.
Nonetheless, agriculture continues to employ 57 percent o~

Thailand's labor force and lagging productivity in the sector helps
to explain the growing disparities between the BKa and the rest of
the country.

The regional distribution of GOP per capita is shown below:

Table 2
Regional Domestic Product 1989

Region

Thailand
~MA
BKa
Central
Eastern
Western
Northern
Northeastern
Southern

GDP 1989

Bht.1,775,978
628,033
855,080

82,003
152,627

92,183
2('12,926
229"-,-87-5
161,284

Per Capita GDP 1989

Bht.32,028
105,357
96,239
30,587
45,751
28,434
18,833
11;981
21,955

Note: In Million of Baht
Source: statistical Yearbook Thailand, 1992



Table 3
Median Urban Indome

(1993)
50th tile

National Urban Median3

Central Region Urban Median
Northern Region Urban Median
Northeastern Region Urban Median
Southern Region Urban Median
Bangkok Metropolitan Region Median

Bht.14,305
9,809

11,899
11,816
8,748

18,043

ANNEX C.7 Page 4

80th tile

Bht.50,344
32,817
43,570
40,006
36,292
62,518

-..

For purposes of the HG Project, an analysis of median income was
carried out to determine where low income urban residents live.
The data shows that the median income of households in all cities
outside the Bangkok Metropolitan Region is lower than the national
urban median. About 75% of the entire urban population outside BMR
falls below the national urban median. Therefore, for the purposes
of the HG Project, 75 percent of any city-wide urban environmental
projec:t outside Bangkok, should be "eligible" as an expenditure for
HG'disbursements. In the case of Bangkok, the 40th percentile
(Bht.13,749 in 1993) is close to the national urban median.
Therefore, 40 percent of city-wide projects in Bangkok should be an
"eligible" expenditure for the purposes of HG disbursements. ..
In most cases outside of Bangkok, proposed systems are city-wide.
In Bangkok, however, sUb-projects are much more common. The
manager of the Guaranty Facility will be asked to certify that
projects are city-wide. When they are not, borrowers will be asked
to present an estimate of urban households benefitting from the
project, ~y income level.

C. WOMEN IN DEVELOPMENT

The situation of woman in Thailand is relatively good as
demonstrated by comparative gender gross enrollment rates at all
levels of education. Official data is not sex disaggregated, but
numerous private studies have shown roughly equal enrollment rates,
high female labor force participation and relatively low gender
related wage differentials. Supporting data for this approach were
provided to AID/W in the Thailand WID Action Agenda of 1989.

Children are· expected to benefit most from improved health as a
result of better infrastructure and sanitation. Women, as primary
health care givers for children, will also benefit in terms of

- ---reduced-time and cost spent on illnesses. - -No adverse effecte.are
expected from the Project on women or children.

3All urban Centers, including Bangkok.
Source: NESDB
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THE USE OF DA FUNDS FROM THE U.S.-THAI DEVELOPMENT PARTNERSHIP PROJECT

A. GUIDING PRINCIPLES

The use of grant resources in support of the HG Project will follow
the same principles as outlined in the U:S.-Thai Development Partnership
Project (493-0350):

"The Partnership will pursue its objectives through the
identification, development, nurturing and enhancing of the
development impact of highly leveraged strategic partnerships. !hi
strategic partnership -- any formal arrangement (e.g .• a contract.
MOU. etc.> among principals to implement and self-finance a priority
development activity -- lies at the heart of the partnershin
concept. Strategic partnerships will assist Thailand in solving
critical development problems in the two areas of Partnership progrem
focus by establishing a network of long-term, self-financing
collaborations between U.S. and Thai private and public sector
entities.

The Partnership Project will identify prior~ty problems falling
within the project's stated purpose, develop potential alternatives
for. their resolution, and nurture and encourage the formation of
self-financing U.S.-Thai partnerships that show good promise of
providing solutions to the identified problems. For project purposes
a "strategic partnership" (linkage or collaboration) occurs when a
formal agreement or arrangement (e.g., contract, MOU, etc.) is
concluded among U.S. and Thai principals to implement a priority
development activity falling within the project purpose.
Partnerships can be formed between private, public, university, and
non-governmental organizations or any combination thereof. The
self-interest of the partners, as evidenced by their willingness to
invest their own financial and management resources, will tend to
ensure much greater sustainabi11ty than traditional donor-financed
approaches to development assistance.

=
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The emphasis on strategic partnerships is a direct consequence of the
determination in developing a new USAID strategy for Thailand that
the most helpful and feasible role for USAID, with its limited
resources, would be to act as an intermediary i~ identifying and
providing access to U.S. expertise for solutions to Thailand's most
pressing development problems.

!he strategic partnership opens a unique window to policy reform~

institutional change not offered by traditional AID projects. It can
place policy reform and institutional change in the context of a
concrete activity with a tangible, highly desirable outcome. By so
doing, the partnership approach can crystalize policy reform and
institutional change issues in ways that may lead more quickly to
reform and change. The potential for rapid policy reform and
creation and/or enhancement of Thai institutional capacity to solve
development problems is an important Partnership program
characteristic.

The strategic part~ership concept places USAID in the role
of catalyst not of manager. USAID will not be involved in the
management of activities covered by partnership agreements (e.g.
provision of construction, operation, or maintenance services for
hazardous and toxic waste facilities). Nevertheless, the Partnership
Project may fund a limited amount of technical assistance (TA)
outside the partnership agreements themselves for one to three years
in order to enhance development impact of a partnership activity on~e

consumated (e.g., three years of TA in revenue collection for G
municipality that is a principal in a wastewater treatment facility
contract). However, the commitment will be shorter in duration,
sUbstantially smaller in funding magnitude, and less extensive than
for a typical USAID project. Such commitments must be sUfficiently
disassociated from the financing arrangements of the Partnership so
as not to constitute a subsidy.

The strategic partnership approach increases the probabjlity of
sustainability by shifting the burden of finance and management from
USAID tQ the participating partners. Self-interested investors with
their own funds at risk, rather than AID's, are likely to exercise
greater diligence in develQping and implementing project plans.

The strategi c partnershi p apo(qach assumes USAID will be abl e to
induce potential partners to secure nQn-prQject funds for the
achievement Qf Thai development objectives by undertaking small
activitie~ that identify. demQnstrate. or improve the scope for
mutual interest. The source of fundin~ is immaterial as long as it
is secured by the strategic partners themselves."

•
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B. THE ESTIMATED BUDGET PARTNERSHIP PROJECT FUNDS

ANNEX 0.1.

-''11

'"
The Mission will provide support for (1) Project management and
Evaluation, and for (2) short-term technical assistance and twinning.

Estimated BUdget
•

I. Project Management and Evaluation

Local hire 2 PSCs (@$80,000 X4 years)
Evaluations Mid- and Final

II. Technical Assistance and Twinning

c. DEVELOPMENT OF A WORK PLAN FOR TA AND TWINNING

. $320,000
$100,000

$875,000 ...

_'Ii-

- -_._...._~.-~- ..._~ .. , ._.- -- -

Assistance will be provided to help BOT operators and
municipalities to develop projects and to strengthen revenue streams to
pay loans. TA will focus on cities borrowing for municipal
infrastructure. Additional "enhancement grants" could be made available
if US-Thai partnerships develop which meet the criteria of the U.S.-Thai
Development Partnership Project. (See PP, p. 22) ..

Several areas have been identified for collaboration with the ~

RTG, e.g. promotion of changes in property tax law, already been done;
tax incentives for private sector participation in municipal services and
infrastructure; and incentives for public-private partnerships in land
development. Action in these areas would greatly expand the private
sector involvement in environmental projects. (See Annex 0.2 for a
description of policy themes.)

Funds for short-term technical assistance and twinning will be
approved when:

a. A clear connection is made between the activity and the
Project's objectives.

b. The RTG can show that actions have begun to be taken on the
activity, i.e., there has been some progress on the
activity.

•
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c. Counterpart resources, from OTEiC, local government, private
sector, etc. are identified. If more activities are
identified than can be funded with a~ilable resources,
selection will take into account how additional funds are
leveraged by each activity.

d. The U.S. has a comparative advantage in terms of
technologies or a solution to a problem.

For illustrative purposes, the on-going "twinning", project for
U.S. and Thai cities indicates the kind of projects which will be
funded. This project included four pairs of cities, with Thai and U.S.
local officials exchanging visits. Each Thai team spent two weeks in a
U.S. city, focusing on a high priority utban environmental problem. The
U.S. team will provided hands on technical assistance in a one week
follow up visi t.

The pairs of cities and problem areas were:

Chiang Mai - Knoxville. Ta: This twinning will focus on the
management of solid waste, looking at technologies for collection and
disposal, and ways to improve fee collection and to develop by
products which enhance revenues.

Samut Prakan - Corpus Christie. Tx: Samut Prakan is highly ~

industrial and faces severe industrial pollution, as well as problems
related to treatment of household wastewater. This exchange involves
planning for a new sewerage treatment system. Participants will look
at options for operation and maintenance and the organization of
Samut Prakan's wastewater department. It also involves the
introduction of the concept of impact fees for both industrial and
residential development.

Pattaya - Savannah. Ga: The lack of waste water treatment from hotel
and residences has had a negative impact on Pattaya's tourism. This
twinning focuses on the management aftd operation of two new plants,
water conservation, pUblic environmental awareness, and financing
options for additional wastewater capacity.

Bangkok - Sanitary District of San Francisco: The city of Bangkok is
facing significant water shortages as demand increases without
consonant increases in supply. This twinning focuses on the
reduction of leakages and water conservation, as well as on waste
water treatment and reuse •.

=

:.



-5- •
ANNEX 0.1

The twinning project provides several additional opportunities
to participants. It exposed Thai officials to the way U.S. cities go
about problem solving, and to the interactions between local government,
state and national bodies, and constituencies. Also, city managers in
the U.S. view their role as encouraging local private sector growth, and
are excellent proponents of pUblic-private partnerships. Representatives
of well-managed cities are credible spokesmen for their cities and for
the industries operating in til~;r localities. Cities provide a showcase
for goods and services, such as transportation equipment, waste
management services and pollution control technology. Cities often have
important regional and State-wide links with industry and academia.

Another area for technical assistance is to strengthen local
capacity to carry out environmental assessments of infrastructure
projects. (See Environmental Analysis, ANNEX E.)

•
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ANNEX 0.2

PRELIMINARY POLICY OBJECTIVES AND ACTIONS

The following objectives and potential actions represent the starting
point for discussions on broad policy themes. This does DQ1 represent
the technical assistance plan. This outline provides a general idea of
the kind of actions A.I.D. would be willing to support. The requirements
for technical assistance activities are described in Annex 0.1 • •

THEME I SUSTAINABLE SYSTEM FOR FINANCING URBAN ENVIRONMENTAL
INFRASTRUCTURE PROJECTS

"

Objective: Increase the efficiency and effectiveness of
centrallgovernment financing for environmental infrastructure.

Action: Determine the costs/benefits of shifting central government
budget transfers now given to municipalities for infrastructure
projects from direct capital grants to deht service for a specified
period of time, until local revenue generation improves. (NESDB)

Action: Determine the costs/benefits of incentives such as
conditional or bonus grants to municipalities based on measurable
progress towards improving performance in areas such as tax
collection, cost recovery, compliance with environmental regulations.
etc. using specific indicators. (OOLA and BUdget Bureau)

Action: Analyze the feasibility and'potential benefits of and
recommend legislation to establish lIinfrastructure impact fees ll for
new land development to assure that private sector led growth pays
its own way in the delivery of urban environmental infrastructure.
(NESDB)

Objective: Encourage private sgctor participation in lendjng for new or
jmproyed urban environmental infrastructure.

Action: Determine incentives for expanding lending of credit
guaranty facility that facilitates lending to municipal governments
and the private sector for urban infrastructure.

- :...- •
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Action: Promote the use of other appropriate financial instruments
for raising private sector investment capital for long term financing
of urban environmental infrastructure projects.- (Bank of
Thailand/MOF) .

THEME II ENHANCE MUNICIPAL CREDITWORTHINESS AND THE ABILITY OF LOCAL
GOVERNMENTS TO USE LOAN RESOURCES FOR URBAN ENVIRONMENTAL
INFRASTRUCTURE

'.

= Objective: Improve the property tax system as a reliable and equitable
source of local revenue.

Action: Promote the benefits of a uQified property tax system and
propose legislation to replace the existing two property taxes under
their separate Acts. [MOF and MOl (DOLA)].

Action: Phase in modifications to the tax administrative structure
which will separate the responsibilities of property tax assessment
from tax calculation and collection.

Action: Phase in procedures to annually update municipal property
tax rolls on a computerized data base open to public scrutiny and
shared between central and local governments. (DOLA)

~tive: Improve cost recovery of municipality owned and operated
water .supp1y. wastewater. and solid waste services.

Action: Phase in appropriate fee structures that assure full cost
re~overy for operation, maintenance and debt service of municipal
water supply services. (already submitted to Cabinet for RCDP II)

Action: . Phase in pricing policies (a combination of fees and taxes)
adequate to provide for full O&M costs and partial debt service in
waste water and solid waste services. (60 out of 85 cities agreed to
collect users fees in recent OUD sur~ey.)

THEME III IMPLEMENT THE "POLLUTER PAYS" CONCEPT THROUGH THE
IMPROVEMENT OF THE REGUI.ATORY FRAMEWORK AND PUBLIC
ACTION ASPECTS OF URBAN ENVIRONMENTAL QUALITY
MANAGEMENT .

Olijettive·:· Increaseeompliancewtthexistinqenvironmental laws' and
regulations for wastewater. water supply. and solid waste.
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Action: Introduce at the municipal level an urban environmental
quality monitoring program developed for public sector engineers and
technicians to meet the technical capacity requ~rements of various
pollution control laws and regulations. (Institute of Local
Administration and Local Development. MO~TE to develop modules. MOl
does training>.

Action: Develop effective incentives/disincentives to induce the
private sector to control its pollution. (NESDB)

Objective: Increase environmental awareness. responsibility and
management authority at municipal levels of government.

Action: Introduce selvctive exchange of officials across sectors and
up and down the levels of urban institutions to increase sensitivity
and k.nowledge of the r,lultidimensional nature of urban environmental
management. e.g .• twinning of Thai cities (DOLA)

Action: Provide municipal governments with information about the
range of tested technologies and organizational systems which can
reduce capital costs and facilitate cost recovery in urban
environmental services. e.g .• twinniQg of U.S.-Thai cities

Action: Involve nongovernmental organizations in the development and
distribution of environmental education materials designed to raise~

public awareness and enlarge the constituency for improved
environmental control; and establish incentives and programs to
conserve and recycle resources.

..

THEME IV INCREASE PRIVATE PARTICIPATION IN THE PROVISION OF URBAN
ENVIRONMENTAL INFRASTRUCTURE AND SERVICES

•

Objective: Increase private sector responsibility for provjding on-site
infrastl"ucture.

Action: Develop guidelines and provide training to local officials
in how to effectively use the release of municipal lands for private
development to obtain private investment in infrastructure which
serves areas beyond that being developed. (DOLA)

Objective: Increase private sector participation in managing urban
environmental services.

Action: Develop guidelines and promOte the use of BOO/BOT models for
waste management and other urban infrastructure and services.

(
,~
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Action: Expand on the experience of the UNDP funded Privatization of
Urban Services Project by encouraging municipalities to set aside
certain services such as maintenance of street ~ights, street
cleaning and landscaping for bidding among small
businesses/entrepreneurs.

Action: Identify specific infrastru,ture projects and larger scale
service provision opportunities, e.g., solid waste recycling and
disposal; drainage maintenance; sewage collection and treatment, etc.
compatible with both RTG development needs and private sector
capability which may be appropriate for international bidding. (DOLA)

Action: Develop model TORs for joint ventures arid for municipalities
to structure and implement public/private partnerships. (DOLA)

..
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OS-AEP URBAN E~"VIRCINMENTAL INFRASTRUOTURE PROGRAM

Orant proposal ...

'.
purposJ!

The US-Asia Environmental
Partnership (US-AEP) grant resources will be used in conjunction
with HG investment capital to enhance the access of US company
participation in both pUblicly and privately owned urban
environmental infrastructure projects. In the area of publicly
owned projects, the grant monies will prclmote the use of US
equipment and services. The monies will also be used to promote US
companies and consortia to develop private projects under the
Build-Own-Transfer (BOT) and Build-Operate-own (BOO) models.

2.' Cse of lunds

The US-AEP will make $1 million dollars available for a two
year program. The monies will be allocated as follows:

,..-

..
• $200,000 for an Urban Environmental Infrastructure

Technical Representative based in Thailand

• . $300,000 to promote access ~o the US

. , • $500,000 for private project (BOO/BOT) and pUblic project
(bid-related) enhancements

....

TechnicalA. Urban Environmental Infrastructure
Representative - Thailand ($200,000)

The US-AEP will grant $200,000 to the US-Thai Partnership
Development Project to hire one Urban Environmental
Infrastructure Technical Representative (TR) in Thailand. The
TR will be a local. hire. brought. into the company or
institution selected to implement the Partnership Project.
This approach will allow the TR to easily call upon various
technical and financial resources of the Partnership Project.

·TR·wlIr identify environment-ar··inrrastructure···business
opportunities for US companies and US-based consortia, and
s/he will help develop these opportunities into actual sales
and private projects. The TR will cover opportunities for the
export of goods and services to Thai municipalities, which may
own and operate one or more projects; as well as opportunities
to establish privately owned projects under a BOT or BOO

-
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ANNEX 0.3 Page2

arrangemE~nt. In the case of BOO/BOT projects, ownership may
be totally private or shared between p:;-ivata and pUblic
entities (e.g., a US consortium of private companies and a
Thai municipality). Other arrangements may also be developed,
such as having a US company operate and maintain a publicly
owned p:C'CJj ect, or exporting US goods and services to a non-US
BOT pl"o:j,ect.

A SUmIlloilJ:y of the major tasks of the TR is given ~elow:

-=

..
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1~r;::Q,ject Identification: The TR will work with the RTG,
Illu:rlicipalities, multilateral development banks, and other
l:,elevant organizations to identify the "universe" of high
prlority municipalities that plan to make significant
:lnvestments in foreign equipment and/or services over the
l'1ext several years. Slhe will also identify those
municipalities that are exploring private ownership
schemes. Since private ownership of projects is new to
Thailand (and virtually unknown to Thai- water
authorities), the TR will enter into discussions with the
RTG officials and management of municipalities to assess
their interest and determine which proj ects might be
suitable for this approach.

Procurement Opportunities: Where the TR identifie's
significant procurement opportunities for US goods and
services, slhe will prepare summaries with relevant
supporting materials. These profiles will be forwarded

.. to the US to be distributed to private companies through
the US network of the TR (through the cooperative
~greement with the US-Thai Partnership Development
Project, see below).

The network should include the US-AEP Infrastructure
Finance Advisory Service (IFAS), the US-AEP trade lead
system (GEM, under the Technology Cooperation Component) ,
and the DOC's TOP system. The US Broker/Facilitator (see
below) will work with various US-AEP programs (e.g., WEC
exchanges and NASDA grants) to help US companies better
understand the opportunities at hand and to help these
companies position themselves with the Thai buyers.

BOO/BOT Opportunities: For potential BOO/BOTs, the TR
will assist in various stages of the project development
.PI'~~e~f:;.~_ ...Slh~ ...~:i.~:LgClth_~.~~y~j.~~bJ.~_:t:.~.gJ;j;~L~at~L ..!,~c •..

... on the· project opportunity, such as estimates of product
(e.g., water) supply and demand, profiles of potential
end users (e.g., surrounding industry, hotels, and urban
households), and any indications that the concerned
municipality and/or RTG is interesting in attracting
private owners and operators.

:.
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The Contractor will work with the US-AEP, the US-Thai
Partnership Development Project, USA~D programs,etc. to
offer a variety of seminars, training programs,
orientation visits and other market awareness activities
to the RTG, municipalities, Thai banks, and other players
interested in exploring the issues associated with
private ownership arrangements. S/he will provide
support to both private uompanies and appropriate Thai
officials as a project develops from the pre-feasibility
stage to the feasibility study and on to contract
negotiations, business and financing plans, etc.

For both pUblic and private projects, the Contractor will
work closely with the RHUDO office and the manager and
staff of the US-Thai Partnership project on policies,
regulations, and other institutional issues relating to
the HG guaranty program.

B. access to the US ($300,000)

The US-AEP grant will also include a sum of $300,000
promote Thai access to US goods, services, as well
technical expertise in the area of BOO/BOT projects.

1. US Broker/Facilitator ($100,000)

It is proposed that $100,000 ($50,000 per year) be
allocated directly by US-AEP to place a US

. broken/facilitator at a major US trade association,
probably the Air and Water Equipment Manufacturers
Association (AWEA). This constitutes 50% of the
estimated cost of this activity. The other 50% will be
borne by RHUDO/Indonesia, which has agreed to such a cost
sharing arrangement. The $200,000 or $100,000 per year
will bUy a relatively senior person at AWEA, which is
prepared to waive overhead costs.

Based on specific local needs, the US broker will
identify US equipment manufacturers and service
companies, pLJovide early warnings and other relevant data
to these companies, and help the companies access funding
on a cost-sharing basis to travel to Thailand to conduct
fact-finding, make important contacts, etc. Being
situated inside a major trade association will enable the
US broker to access resources, such as data bases of

.·compantes,·makepres~ntat-lons .-in- ass-oelatlon-sponsprec1
seminars, etc. Moreover, the association will lend
legitimacy to the person when s/he approaches individual
companies to discuss specific opportunities.

The US broker will be full-time based in the US, but s/he
will make trips, as needed, to Thailand (and Indonesia)
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to get a thorough grounding in the project opportunities
being pursued.

Instituti?n support for BOO/BOT Projects ($200,000)

The US-AEP will also gr.ant $200,000 ($100,000 per year)
to the US-Thai Partnership Development Project to promote
US-Thai collaborations around urban environmental
infrastructure projects, especially BOT/BOT E4z:rangements.
Although the funds. will be transferred -co the
USAID/Thailand, the US-Thai Partnership Development
Project will use this money to provide technical services
around specific BOO/BOT opportunities being entertained
by Thai municipalities, water authorities, etc. It is
believed 'that this kind of expertise will not be
available from the US broker with his/her trade
association link.

Through this grant, the US-Thai Partnership Development
Project will be able to provide a range of activities.
For example, after the Thai-based technical
representative has identified a potentially bankable
BOO/BOT project and Thai officials have expressed their
interest in exploring this kind of option, the US-Thai
Partnership Developmant Project may organize an trainin~

seminar in Thailand around BOO/BOT issues for key
decision makers. Or it 'may arrange to have Thai
officials or technical staff tour the us to visit

"p,:ivately owned and operated -plants.

~ grant to the US-Thai Partnership Development Project
for the exclusive promotion of urban environmental
infrastructure will give the program an institutional
capability not available through a single direct hire.
Moreover, it will leverage resources, since the US-Thai
Partnership Development Project will be able to devote
(from in-house or subcontracts) technical staff with
different skills on an "as needed" basis to US-AEP/HG
project needs.

Enhancement Grants ($500,000)

The US-AEP will grant $500,000 ($250,000 per year)
through the US-Thai Partnership Project for training,
project-related stUdies, and other activities needed by
the'- 'RTt7,--mullleipalityor'-'otnercl'ient's' toennance---' US'
participation in both pU~licly or privately owned
projects. The grant monies would only be made available
after a US bidder is selected for a contract of goods
and/or services. In the case of BOO/BOTs, grants will
usually be made after a US company or US-based consortium
has completed feasibility work, after initial

=-

=-

[
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negotiations with the RTG have taken place (all
contractual obligations need not be signed), and at the
time thp. company and/or consortium is putting together a
financing plan.

The grants will be awarded to the RTG or appropriate Thai
organization and not to the successful company or
consortium in order to avoid any suggestion that the
grant is tied or being offered as part of 'the bid
package. Such grants have been used successfully by the
Trade Development Agency in helping US equipment
suppliers and engineering companies win competitive
tenders. They should prove to be especially valuable in
helping to promote US-led private projects. In the case
of private projects local governments, municipalities,
and water authorities, etc. will require siqnificant
assistance in areas such as setting up revenue collection
systems, price setting, and preparing water purchase
contracts that share risks in an equitable way.

Leveraging the US-Thai partnership Development Project

In the PID, the US-Thai Partnership Development Project
originally committ\~d $1.225 to complement the ue-AEP grant
assistance for the US-AEP/HG Urban Environmenta'l
Infrastructure Project. These monies will be used to support:

$535,000 TA for policy issues, environmental assessments,
improving credit worthiness of borrowers

$300,900 Twinning and other exchanges

$420,000 Project Management and Evaluation

Since the PID, the Mission has agreed to allocate additional
resources (approximately $500,000) for incentive grants, i.e.,
grants made to US companies and/or US-based consortia on a
cost-sharing basis to help them to 1) prepare pre-feasibility
studies, and 2) develop detailed feasibility studies and
business plans for BOO/BOT projects. These monies will be
awarded after limited competitive bidding with an emphasis on
cost sharing to achieve the highest leverage possible. The
RTG and concerned municipality (or other relevant entity) will
be allowed to select the grantee/s (with technicbl assistance
offered through the Partnership) to ensure that the Thai

~----:'--'--------'--------qovernment-anct-municipalities'take--ownership' of the-~process-;
Early involvement on the part of the Thai officials will help
firm up their commitment to the US companies that the US-AEP
project is trying to serve.

I

\\\
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JUSTIFICATION FOR CATEGORICAL EXCLUSION

Environmental procedures for AID are established in 22 CFR part 216. These
procedures are designed to assure that environmental factors and values A;e integrated into
the A.I.D. decision maldng process and are intended to implement the requirements of the
National Environmental Policy Act as they affect the A.J.D. program~

The UEISP is fully consistent with the goals and purposes of part 216. The project is
specifically designed to improve environmental quality by improving finance for urban
infrastructure, particularly water supply, waste water treatment and solid waste disposal. In
addition, training and technical assistance is specifically provided to improve and upgrade the
capacity of Thai institutions to evaluate potential environmental impacts indirectly arising
from these infrastructure projects.

While the UEISP will provide training, financial and technical assistance, the actual
assessments will be performed and reviewed by Thai institutions. A.J.D. will not have
advance knowledge or control over individual projects and will thus nol be in a position to
conduct ,assessments on its own. ..

Although UEISP will be fully consistent with the purposes of section 216 and it will
help to assure that all potential environmental impacts are subject to effective review, the
UEISP is entitled to a categorical exclusion from the procedural requirements under this
section. The conditions for categorical exclusion are spelled out under §216.2(c)(2).

UEISP provides for two basic categories of assistance:

1) Training and technical assistance (not including construction of facili
ties) and

2) Financial support for an intermediate credit institution.

The training and technical assistance is specifically identified as qualifying for a
categorical exclusion under §216.2(c)(2)(i):

"Education, technical assistance, or training programs except to the extent such
--.. --;------.-----.----- -programs ineluae·aetivities-directly affecting-the environment (sueh as con

struction of facilities, etc.); II
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Financial assistance is provided through support for an intermediate credit institution,
the Loan Guaranty Facility. This facility will promote bank lending for urban environmental
infrastructure by providing repaymcnt guarantc:cs for approved projects. Implementation;
including assessment, review, and approval of projects; will be performed by Thai, consul
tants, credit institutions and government agencies subject to thc criteria established for this
program. While AID has established basic criteria and program direction, it will not have
knowledge of individual projects prior to funding nor will it have controi over individual pro
jects selected. This support for an intermediate credit institution is als.o specifically identified
as qualifying for a categorical exclusion under §216.2(c)(2)(x):

"Support for intermediate credit institutions when the objective to assist in the
capitalization of the institution or part thereof and when such support does not
involve reservation of the right to review and approve individual loans made
by the institution;"

Despite these categorical exclusions from procedural requirements, both USAID and
the RTG are committed to inclusion of environmental criteria for infrastructure activities
under UEISP. All projects proposed for funding with guarantees under UEISP will first be
subjected to environmental analysis by an independent environmental consultant registered for
that purpose with the Ministry of Science, Technology and Environment. In addition to the
environmental analysis performed on behalf of the project proponents, project supporters will
also have to assure that their analysis has also been reviewed by the Ministry of Science
Technology and Environment or other competent independent environmental review body...

Furthermore, development of funding criteria (to be satisfactory to USAID), which
includes environmental considerations will be included in the Conditions Precedant of the
Project Agreement. Periodic evaluations will be conducted by USAID, reviewing a
representative sample of projects, to determine if the intermediate credit institution and the
local authorities have complied with the conditions precedent as well as their own environ
mental policies.

Although USAID will not have the right of individual project review or approval, the
Mission is assured that environmental considerations will be integrated into this process.

..

-..
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Appraisal of Thai Institutional
Capacity to Pcrform Environmcntal Reviews and Impact Assessments

BACKGROUND:

L
_.

-
J

---]

As part of the Threshold Environmental Review for the Urban Environmental Infrastructure
Support Project in Thailand an Initial Environmental Examination (lEE) was conducted to
determine the applicability of regulation 216 and the appropriate measures to be employed to
fully comply with both the spirit and the letter of this regulation. In the course of this review
it was determined that a categorical exclusion would be appropriate with the strong proviso that
USAID-Thailand would make a substantial contribution in coordination with the UElSP toward
strengthening the capacity of Thai institutions to perform environmental reviews and impact
assessments.

INSTITUTIONAL RESPONSIBILITIES FOR ENVIRONl\fENTAL ASSESSMENTS:

The new environmental act authorizes the minister of the MiQistry of Science,
Technology, and Environment (MOSTE), with the approval of the National Environment Board
(NEB), to specify the types and sizes of projects or activities which are required to prepare
reports on environmental assessment. MOSTE, through publication in the Government Gazette,
will define the rules, methods and guidelines for the preparation on an environmental impact
assessment report. The basic process is as follows:

1)

-
2)

-

3)
-=

4)

MOSTE establishes guidelines for preparation of environmental impact assess
ments and criteria for licensing environmental consultants;

Project proponents contract with a licensed independent environmental consultant
to conduct the required environmental analysis and, if necessary, prepare the EIA;

The Division of Environmental Impact Assessment within MOSTE reviews and
comments on the EIA and submits it to the appropriate impact assessment
committee;

The impact assessment committee (made up of representatives of NGOs, technical
experts and relevant agencies and universities) reviews the assessment and makes
recommendations for final disposition. .

Responsibility for implementing the ElA related provisions of the act lie primarily with
the Office of Environmental Planr1inJ~an~ PolicY(Q~J?P).. I~is otlice.currently has~iJ~roxi- _

------.-' "-iiiiitefy-forty-environmental spedalists, most of whom hold masters level degrees. In addition,
the criteria established for obtaining a license to provide environmental consulting and prepare
EIAs appear quite stringent, requiring a combination of advanced degrees and extensive
environmental experience. •
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This program was originally designed to address potential industrial projects and major
construction projects such as dams and harbors. Although it was not initially intended to require
review of municipal environmental infrastructure, the Director of the Environmental Impact
Assessment Division has agreed to take on this responsibility for purposes of projects arising
under the UEISP.

In developing this program, the RTG has relied heavily on the procedures used in the
United States as developed under the National Environmental Policy Act. This includes Ule
mitigation measures and monitoring programs, which are a part of the conditions stated in the
permitting of licenses by the permitting agency. A "Manual of NEB Guidelines for Preparation
of Environmental Impacts Evaluations:! was prepared by a consultant in 1979 (funded by
A.I.D.).

Other Go\'cl'I1mcnt Al;ellcies:

In addition to the responsihilities of MOSTE, the Department of Local Administration of
the Ministry of Interior has responsibility to assist local communities in the development of
EIAs. Bangkok l\letropolitan Administration and Pattaya City Administration also hold similar
responsibility within their respective juri~dictions.

While MOSTE has primary responsibility for basic standards and policies, responsibility
for enforcement is divided among a number of different agencies including: The Ministry of
Industry, the Police Department, the Provincial Governors, the Department of Health and the
Industrial Estate Authority of Thailand.

NGOs :1I1c1 Public ·Pnrticination:

NGOs are increasingly active on environme'1tal issues in Thailand and Uley and the
Universities are expressly authorized to particilJate in this process. Thailand is still wrestling
with the public participation process, however, and there currently are no provisions n:quiring
public hearings on environmental matters.

TARGETS FOR ENVIRONMENTAL TRAINING ANn TECHNICAL ASSISTANCE:.
Priority targets for additional environmental training and techniCal assistance include the

following basic categories:

• Licensed environmental consultants,

• Employees o( tIle Divish:m forcn"irofllllciltal Iriipact Assessment (MOSTE),

• Municipal officials, and

• NOGs. •
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MOSTE -feels that at the prest:nt time their staff and the licensed EJA experts need
assistance in the development of criteria and using these to make determinations on which
activities will have potential impact on the environment. They would like assistance in
structuring the methodology to be used. They would also like assistance in incorporating public
participation techniques into their process. Particular areas of intetest expressed hy MOSTE
representatives include the following:

a. Suggested technical assistance

1.) Establish methodologies of assessment to be used by all. --
iii .,.

2.) Develop computer software for EIA users, so as to standardize the -- ...
- !

-- approach used.
--

3.) Short term TA by EPA EIA experts (or consultants) to review procedures =.
being used and advise on improving the process. (This was already -
proposed through the MANRES Program, but not funded).

4.) How to incorporate public participation into the EIA process. ~

--

a b. Suggested study tours
I-

1.) MOSTE employees make study tours to offices of EPA or stale agencies
to study the EIA process, and learn how to use the public participation

- process, in order to obtain ideas on improving the process.
:.

=
2.) Selected consultants who are licensed to prepare EIAs, make study tours

to offices of EPA or state agencies to study the EIA process, and obtain =-3
ideas on improving the process of preparing EIAs. -

-'

-
-- =-- -

Suggested workshops --c.
...:l

1.)

2.)

3.)

\Vorkshop by EPA experts on developing methodologies ofassessment and
the development of computer soft'Y3re for EIA users.

Workshop by EPA experts to MOSTE and licensed consultants on
preparing and reviewing EIAs.

\Vorkshop on public participation techniques.

•
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Guaranty Authcrization
Project No. 493-HG-005
(Authori?ation No. 493-HG-005)

Provided from: Housing Guaranty Authority

For: Royal Thai Government

ANNEX F
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PUisuant to the authority vested in the Mission Director by the Foreign
Assi stance Act of 1961, as amended (FAA) and the Delegations of Auth,::>rity
issued thereunder, I hereby authorize the issuance to eligible U.S.
Investors (Investors) acceptable to A.I.D.of guaranties pursuant to
Section 222 of the FAA of not to exceed United States Dollars ~ ~~

Million only (U.S. Dols ,000,000) in face amount. The guaranties shall
assure against losses as provided in the Housing Guaranty standard terms
and conditions (22 C.F.R. Part 204) with respect to loans; including any
refinancings thereof. These guarantied loans shall be made to the Royal
Thai Government (Borrower) to support the provision of Environmental
Infrastructure which benefits low-income residents in Thailandos cities.

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

1. Term of Guaranty: The loans and any refinancing thereof shall extend
for a period of up to thirty (30) years from the date of each
disbursement of the loans and may include a grace period of up to ten
(10) years on repayment of principal, during which. time interest shall
accrue and be payable, and contain such other terms and conditions as are
agreed to by the Borrower, and the Investor, subject to the approval of
A.I.D. to the guaranties of the loans shall extend for a period beginning
with the first disbursement of the loans and shall continue until such
time as the investor has been paid in full pursuant to the terms of the
loans.

2. Interest rate: The rate or rates of interest payable to the Investor
pursuant to the loans shall not exceed the allowable rate of interest
prescribed pursuant to section 223(F) of the Foreign Assistance Act of
1961, as amended (FAA), and shall be consistent with the rates of
interest generally available for similar types of loans made in the
long-term U.S. capital markets. •

,.

•
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3. Royal Thai Government Guaranty: Prior to disbursement of any loan
amounts pursuant to this Guaranty Authorization, a written guaranty to
indemnify A.I.D. against all losses arising by virtti2 of A.I.D.'s
guaranties to the investor or from non-payment of tfie A.I.D. fee shall be
provided in a form satisfactory to A.I.D~ by the Royal Thai Government
(or a financial institution authorized by the Royal Thai Government to
provide such a Guaranty and approved by A.I.O.>.

4. Fee: The fee of the United States shall be payable in U.S. Dollars
and shall be equal to one-half of one percent (1/2 percent> per annum of
the outstanding guarantied amount of the' loans plus a fixed amount equal
to one percent (1 percent> of the amount of the loans authorized or any
part thereof, to be paid as A.I.O. may determine upon disbursement of the
loans.

5. Other Terms and Conditions: The Guaranty shall be subject to such
other terms and conditions as A.loD. may deem necessary.

In accordance with the provisions of the Federal Credit Reform Act of
1990, I hereby authorize the obligation of United states '
Dollars to cover the subsidy cost of Authorization
No. 493-HG-005 and for use of United States Dollars ~ ___
Million (Ools __,000,000) in Guaranty Authority. Action must be taken to
obligate these funds by no later than September 30, 1993 by receiving
from the Royal Thai Government the countersigned Letter of Advice. The
guarantied loans must be disbursed by no later than September 30, 199B,
after which time the obligated funds expire.

•

For signature by: --=~---~~------~=---
Thomas H. Reese, III
Mission Director
USAID/Thailand

Date: _

•

•

• =
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Subject to the terms of this Letter of Advice and such terms and
conditions to be further agreed upon in an Implementation Agreement and
in consideration for such policy changes and other commitments to be made
by the Royal Thai Government (IIBorrower") as set forth below,

The Agency for International Development ("A.I.D.") has agreed to
guaranty loans to the Borrower of up to million United States
Dollars (US Ools __ .000,000) to finance costs associated with urban
environmental investments in Thailand. ..

As set forth in detail in the approved Project Paper forming the basis
for the Authorization of the Guaranty, the purpose of this project is to
assist the Government of Thailand to establish a system for financing
investments in urban environmental infrastructure by supporting a new
public-private guaranty facility for such financing. The HG Project may
provide up to $100 million in HG loans to match RTG paid in capital for
this new facility. The loans will be authorized incrementally.

A.I.O.'s commitment to guaranty the loans is valid for a period of 24
months from the date this Letter of Advice is countersigned. Should the
Borrower fail to execute a loan agreement within that period, A.I.D.
reserves the right to cancel its commitment to guaranty.

A.I.D.'s issuance of a guaranty for the first loan is dependent on the
Royal Thai Government's demonstrated support for the ~5tablishment of the
guaranty facility for loans for environmental infrastructure projects and
for securing equity contributions from commercial financial
institutions. Prior to the issuance of guaranties for subsequent loans,
the Borrower will present eligible expenditures satisfactory to A.I.D •.
these requirements will be set forth in an Implementation Agreement to be
signed by the USG and the RTG. ..

We appreciate your commitment to successful project implementation and
look foward to close collaboration with you in this important effort .

!.

..
FOR SIGNATURE BY:

..
Thomas H. Reese. III
Mission Director
USAID/Thailand

,1fJ
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TERM SHEET

ANNEX F. =

Urban Environmer.tal Infrastructure
Sipport Project

Housing Guaranty
Project No. 493-HG-005
Authorization No. 493-HG-005

•

Borrower: Royal Thai Government

A. Terms and Conditions:

1. Term of Guaranty: The loans (including any refinancing thereof)
shall extend for a period of up to thirty (30) years from the date of
each disbursement and may include a grace period of up to ten (10) years
on repayment of principal and such other terms and conditions as may be
agreed by the Borrower and the Investor. sUbject to the approval of
A.I.D. The guaranties of the loans shall extend for a period beginning
with the disbursement of the loans and shall continue until such time as
the investors have been paid in full pursuant to the terms of the loans.

2. Interest Rate: The rate of rates of interest payable to the
investors pursuant to the loans shall not exceed the allowable rate or
rates of interest prescribed pursuant to section 223(F) of the Foreign
Assistance Act of 1961. as amended (IIFAA ft

). and shall be consistent with
the rates of interest generally avai~ab1e for similar types of loans made
in the long-term U.S. capital markets.

3. Royal Thai Government Indemnity: The full faith and credit of
the Royal Thai Government shall be pledged to indemnify A.I.D. in U.S.
do11ars·against all losses arising by virtue of A.I.D.'s guaranties to
the investors or from non-payment of the A.I.D. fee. The indemnity
obligations of the Government of Thailand shall be set forth in the
implementation agreement.

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

5. ~Selection of Investors: At a time agreed to by A.I.D. and the
Borrower. A.I.D. will publish an announcement informing interested and
eligible U.S. investors. as defined in Section 238(c) of the FAA. of the
A.LD. authorizat1on and 1nv1tfng suctr investors ·~o--communfcatew1th the
Borrower directly. The text of the annoancement will be agreed upon by
A.I.D. and the Borrower prior to its pUblication.

•
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6. Approval of Investors: A.I.D.ls concurrence in the selection of
investors is necessary prior to the Borrower's signing a loan
commitment. This concurrent will be based upon recejpt of copies of loan
proposals, including name, interest rate, related fees, special
conditions, and the reasons for the Borrower's proposed selection as well
as a copy of the commitment the Borrower proposes to sign.

7. Termination of Commitment: A.I.D.'s commitment to guaranty
loans to the Borrower is valid for a period of 24 months from the date of
this letter. Should the Borrower fail to execute the loan agreement
within that period, A.I.D. reserves the right to terminate its commitment
to guaranty.

8. Other terms and conditions: The guaranty shall be subject to
such other terms and conditions as A.I.D. may deem necessary.

B. Implementation Documents

1. Implementation Agreement covering the project between Borrower
and A.J.D.

2.

3.

--.:

- 4.
--

Loan agreement (or equivalent agreement) covering th~ loan
between Investors and Borrowers.

A loan-associated paying and transfer agency agreement, between
the Borrower and the A.I.D.-Approved paying agent (The Riggs
National Bank of Washington D.C.) to facilitate loan servicing.

,Standard terms and condition~ (codified at 22 C.F.R., Part 204)
covering the guaranty 0 the loans ·between the investors and

.A.J.D.

-
...
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•
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Urban Environmental Support
Project No. 493-H6-005
(Revised September 1993)

5C(1) - COUNTRY CHECKLIST

Listed below are statutory criteria
applicable to the eligibility of countries to
receive the following categories of assistance:
(A) both Development Assistance and Economic
Support Funds; (B) Development Assistance
funds only; or (C) Economic Support Funds
only.

COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO
BOTH DEVELOPNENT ASSISTMlCE AND ECONOllIC
SUPPORT FUND ASSISTAUCE

1. Narcotics certification

(FAA Sec. 490): (This provisio? applies to
assistance provided by grant, sale, loan,
lease, credit, guaranty, or insurance,
except assistance relating to
international narcotics control, disaster
and refugee relief assistance, narcotics
related assistance, or the provision of
food (including the monetization' of food)
or medicine, and the provision of non-:
agricult~ral commodities under P.L. 480.
This provision also does not apply to
assistance for child survival and AIDS
programs which can, under section 542 of
the FY 1993 Appropriations Act, be made
available notwithstanding any provision of
law that restricts assistance to foreign
countries.) J;f the recipient is a "major
illicit drug producing country" (defined
as a country producing during a fiscal
year at least five metric tons of opium or
500 metric tons of coca or marijuana) or a
"major drug-transit country II {defined as a
country that is a significant direct

ANNEX 6



I
9.

- I

"

I
I·F
I
I

- 2 -

source of illicit drugs significantly
affecting the united states, through which
such drugs are transported, or through
which significant sums of drug-related
profits are laundered with the knowledge
or complicity of the government):

(1) has the President in
the April 1 International Narcotics
Control strategy Report (INSCR) determined
and certified to the Congress (without
Congressional enactment, within 45
calendar days, .of a resolution
disapproving such a certification), that
(a) during the previous year the country
has cooperated fUlly with the united
states or taken adequate steps on its own
to satisfy the goals and objectives
established by the U.N. convent~n Against·
Illicit Traffic in Narcotic Drugs and
Psychotropic Substances, or that (b) the
vital national interests of the United
states require the provision of such
assistance?

(2) with regard to a major
illicit drug producing or drug-transit
country fo~; which the President has not
certified 'on April 1, has the President
determined and certified to Congress on
any other date (with enactment by Congress
of a resolution approving such
certification) that the vital national
interests of the United states require the
provision of assistance, and has also
certified that (a) the country has
undergone a fundamental change in
government, or "(b) there has been a
fundamental change in the conditions that
were the reason why the President had not
made a "fully cooperating" certification.'

i.'..... '

The President in March 1993
certified that Thailand is
fully cooperating with the
United States or has taken
adequate steps on its own.)
sufficient to satisfy the .. ··
requirements for certification
under FAA Section 481(h)

..

N/A

- )_.'

(
,1P
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2. Indebte~ness to U.S. citizens
(FAA Sec. 620(c): If assistance is to a
government, is the government indebted to
any u.s. citizen for goods or services
furnished or ordered where: Ca) such
citizen has exhausted available legal
remedies, (b) the debt is not denied or
contested by such government, or (c) the
indebtedness arises under an unconditional
guaranty of payment given by such
government or ..controlled entity?

3. seizure of U.S. Property (FAA
Sec •. 620 (e) (1) ) : If assistance is to a
government, has it (including any
government agencies or sUbdivisions) taken
any actiqn which has the effect of
nationalizing, expropriating, or otherwise
seizing ownership or control of property
of u.s. citizens or entities beneficially
owned by them without taking steps to
discharge its obligations toward such
citizens or entities?

4. Communist countries (FAA Secs.
620(a), 620(f), 6200; FY 1993 .
Appropriations Act Sees. 512, 543): Is
recipient country a communist country? If
so, has tHe President: (a) determined
that assistance to the country is vital to
the security of the United States, that
the recipient country is not controlled by

No

No

No

..

•

-
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the international Communist conspiracy,
and that such assistance will further
promote the independence of the recipient
country· from international communism, or
(b) removed a country from applicable
restrictions on assistance to communist
countries upon a determination and. report
to Congress that such action is important
to the national interest of the united
States? Will assistance be provided
either directly or indirectly to Angola,
Cambodi~, Cuba, Iraq, Libya, Vietnam, Iran
or Syria? Will assistance be provided to
Afghanistan without a certification, or
will assistance be provided inside
Afghanistan through the Soviet-controlled
government of Afghanistan?

5. Mob ~ction (FAA Sec. 620(j»:
Has the country permitted, or failed to
take adequate measures to prevent, damage
or destruction by mob action of u.s.
property?

6. OPIC Investment Guarnnty (FAA
Sec. 620(1»: Has the country failed to
enter into an investment guaranty
agreement with OPIC?

7. seiz~re of o.s. Fishing Vessels
(FAA Sec. 620(0); Fishermen's Protective
Act of 1967 (as amended) Sec. 5): (a) Has
the country seized, or imposed any penalty
or sanction against, any U.S. fishing
vessel because of fishing activities in
'international waters? (b) If so, has any
deduction required by the Fishermen's
Protective Act becn made?

None.Df the 1i,sted countries
will receive assistance
und~r this Project

No

No

..

No

No

--.

8. Loan Default (FAA Sec. 620(q);
FY 1993 Appropriations Act Sec. 518
(Brooke Amendment»: (a) Has the

._. .._.99y'?~nment of the recipient country been
in default for more tnan six' months on
interest or principal of any loan to the
country under toe FAA? (b) Has the
country been in default for more than one
year on interest or principal on any u.S.
loan under a program for which the FY 1990
Appropriations Act appropriates funds?

(a) No

(b) No

A' "" ,\ ::~
..,
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9. Military Equipment (FAA Sec.
620(s»: If contemplated assistance is
development loan or to come from Economic
Support Fund, has the Administrator taken
into account the percentage of the
country's budget and amount of the
country's foreign exchange or other
resources spent on military equipment?

. (Reference may be made to the annual
"Taking Into Consideration" memo: "Yes,
taken into account by the Administrator at
time of approval of Agency OYB." This
approval by the Administrator of the
Operational Year Budget can be the basis
for an affirmative answer during the
fiscal year unless significant changes in
circumstances occur.)

10. Diplomatic Relations with u.~.

(FAA 'Sec~ 620 (t»: Has the country
severed diplomatic relations with the
United states? If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption?

21. U.N. Obliqations (FAA Sec.
620(u»: What is the payment status of
the country's U.N. obligations? If the
country is in arrears, were such
arrearages taken into account by the
A. I. D•.Administrator in determining the
current A.I.D. Operational Year BUdget?
(Reference may be made to the "Taking into
Consideration" memo.)

12. IDter~ationa1 Terrorism

a. . sanctuary and support (FY
1993 Appropriations Act Sec. 554; FAA
Sec. 620A): Has the country been
determined by the President to: (a) grant
sarictuary from prosecution to any'
lndividual or group which ha~ committed an
act of international terrorism, or (b)
otherwise support international terrorism,
unless the President has \/aived this
restriction on grounds of national
·security or for humanitarian reasons?

N/A

No·

Thailand ;s current in its
payments

..

(a) No

(b) No
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b. Airport security (ISDCA of
1985 Sec. 552(b). Has the Secretary of
state determined that the country is a
high terrorist threat country after the
Secretary of Transportation has
determined, pursuant to section 1115(e) (2)
of the Federal Aviation Act of 1958, that
an airport in the country does not
maintain and administer effective security
measures?

13. Discrimination (FAA Sec.
666(b»: Does the country object, on the
basis of race, religion, national origin
or sex, to the presence of any officer or
employee of the u.S. who is present in
such country to carry out economic
development programs under the FAA?

No

,

No
\
(..'

14. Nuclear Technology (FAA Sees.
669, 670): Has the country, after August
3, 1977, delivered to any other. country or
received nuclear enrichment or
reprocessing' equipment, materials, or
technology, without specified arrangements
or safeguards, and without special .
certification by the President? Has it
transferred a nuclear explosive device to
a non-nuclear weapon state, or if such a
state, either received or detonated a
nuclear explos~ve device? If the country
is a non-nuclear weapon state, has it, on
or after August 8, 1985, exported (or
attempted to export) illegally from the
United states any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?
(FAA Sec. 620E permits a special waiver of
Sec. 669 for Pakistan.)

15. Algiers Meeting (ISDCA of 1981,
Sec. 720): Was the country represented at
the Meeting of Ministers of Foreign

~----------Affa.irsandHeadso-fDelegatiot'isof' the
Non-Aligned countries to the 36th General
Assembly of the ~.N. on Sept. 25 and 28,
1981, and did it fail to disassociate
itself from the communique issued? If so,
has the President taken it into account?
(Reference may be made to the "Taking into
Consideration ll memo.)

"

To our knowledge no
such event ,has occurred

..

No

Thai1and was not
represented at this
meettng'
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16. Military Coup CFY 1993
Appropriations Act Sec. 513): Has the
dUly elected Head of Government of the
country been deposed by military coup or
decree? If assistance has been
terminated, has the President notif.ied
Congress that a democratically elected
government has taken office prior to the
resumption of assistan~e?

17. Refugee Cooperation (FY 1993
. Appropriations Act Sec. 538): Does the

recipient country fUlly cooperate with the
international refugee assistance
organizations, the united States, and
other governments in facilitating lasting
solutions to refugee situations, including
resettlement without respect to race, sex,
religion, or national origin?

18. Exploitation of Children (FAA
Sec. 116(b»: Does the recipient
government fail to take appropriate and
adequate measures, within its means, to
protect children from exploitation, abuse
or forced conscription into militaty or
paramilitary services?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO DEVELOPMENT ASSISTANCE (" DA II )

,1. Human Rights Violations (FAA Sec.
116): Has t~e Department of State

. determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? If so, can it be
demonstrated that contemplated assistance
will directly benefit the needy?

2. Abortions (FY 1993 Appropriations
..Act.Sec.S~4)~ Has the-PE'es-ident
certified that use of DA funds by this
country would violate any of the
prohibitions against use of funds to pay
for the performance of abortions as a
method of ,family planning, to motivate or
coerce 'any person to practice abortions,
to pay for the performance of involuntary

~ubsequent to the 1991
Military Coup, the
Secretary of State,
notified the Congress
that a democratically
elected qovernment has
taken office, prior to
the resumption of assistance'

Yes

No.

..

No

No
(.

J

e··!
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sterilization as a'method of family
planning, to co~rce or provide any
financial incentive to any person to
undergo sterilizations, to pay for any
biomedical research which relates, in
whole or in part, to methods of, or the
performance of, abortions or involuntary
sterilizat~on as a means of family
planning?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO ECONOMIC S,UPPORT FUNDS ("ESFII)

Human Rights Violations (FAA Sec.
502B): Has it been determined that the
country has engaged in a consistent
pattern of gross violations of
internationally recognized human rights?
If so, has the President found that the
country made such significant improvement
in its human rights record that furnishing
such assistance is in the U.S. national
interest?

N/A

Co

..

!!"
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5C(2) - ~~SISTANCE CHECKLIST
~.

Listed 'below are statutory criteria
=applicable to the assistance resources
- themselves, rather than to the eligibility of a
- country to receive assistance. This section is
-,divided into three parts. Part A includes
- criteria applicable to both Dev~lopment

_ Assistance and Economic Support Fund resources.
Part B includes criteria applicable only to

~ Development Assistance resources. Part C
~ncludes criteria applicable only to Economic

--:.... .lpport Funds.'
,~

-- CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO
DATE?

Yes

-A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

III

- --
~~n,

/
I

1:
Ca) An objective of the Partnership
is to sti~ulate trade:flows between
the U.S. and Thailand and to
genera11y enhance the attractiveness
of joi'nt U.S.-Thai investments in
Thai4and; these efforts should
i'ncrease avera11'international trade,
(b) by enhanci'ng the i,nvestment
climate in Thai1and and providing
more opportunities for commercial
re1ati~nshi~s wfth U.S. businesses,
tl'le Partnership sheu1d stimulate
~oth Thai, and V.S. private initiative
and competiti~ns (cj no significant
impact~ Cd)' by m~king more;-U.S •
comp~ni~s awaTe of commerc,al
opportuni'ti-es ill Tha i'l and, and :-
encourag;'ng U.S.-lhai, linkages, more
companies wi11 enter the Thai
markert ~nd dimtnt~h the possibility _
of monopoli~es.; (eJ by stimulating the'"
compett~ive environment, companies
wi'" I)e forced to 'remai:n competitive;
(f) no signift~ant impact.
l: A specific oBjective of the
project i~ to stimulate U.S, trade
wi.'th an investment 1'n Thailand by
maRing U.S. bustnesses more aware
of commercial opportuni~ies in
Thai'land in tl'\e two areas of
project concen~ration.

1. Host Country Development Efforts
(FAA Sec. 601(a»: Information and
conclusions on whether assistance will
encourage efforts of the country to:
(a) increase the flow of international
trade; (b)" foster private initiative and
competition; (c) encourage development and
use of cooperatives, credit unions, and
savings and 'loan asscciations;
(~) discourage rnonopo~istic practices; (e)
improve technical efficiency of industry,
agriculture, and commerce; and (f)
strengthen free labor unions.

2. u.s. P+ivate Tra~e and Investment
. (FAA Sec. 601(b»: Information and
conclusions on how a~sistance will
encourage U.S. private ~rade and
investment abroad and encourage private
U.s. participation in foreign assistance
programs (including use of private trade

:--:---'cnafineISaricrthe'seririces of O.S. private
~- enterprise).

"

-
;;;;.
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3. Congressional Notification

a. General requirement (FY 1993
;·,ppropriations Act Sec. 522: FAA Sec.
634A): If money is to be obligated for an
:.ctivity not previously justified to
congress, or for an amount in excess of
cmount previously ju~tified to Congress,
~1as Congress been pro'perly notified
(unless the Appropriations Act
notification requirement has been waived
because of substantial risk to human
health or welfare)?

b. Notice of new account
obligation (FY 1993 Appropriations Act
Sec. 514)~ If funds are being obligat~d

under an appropriation account to which
they were not appropriated, has the
President consulted, with and provided a
written justification to the House and
Senate Appropriations committe~s and has
such obligation been sUbject to regular'
notification procedures?

c. Cash transfers and
nonproject sector assistance (FY 1993

~ Appropriations Act Sec. 57l(b) (3»: If
funds are to be made available in the form
of cash transfer or nonproject sector
assistance, has the Congressional notice
included a detailed description of how the
funds will be used, with a discussion of
U.S. interests to be served and a
description of any economic policy reforms
to be promoted?

4. Enqineerinq and Financial Plans
(FAA Sec. 611(a»: Prior to an obligation
in excess of $500,000, will there be: (a)
engineering, financial or other plans

--necessary ''Ccfcarryout the assi:t~anee-i and
(b) a reasonably firm estimate of the cost
to the U.S. of th~ assistance?

5. Legislative Action (FAA Sec.
611(a) (2»: If legislative action is
required within recipient country with
respect to an obligation in excess of
$500,000, what is ,the basis for a
reasonable expectation that such action

...)

A Congressional Notification
has been prepared' for this
project. It cleared without
Congressional objection in
September 1993

o )......

N/A

..

N/A

Yes; such tnformation is
i'nc1uded ill the Project Paper
for the U.S. Thailand Deve1op
mentPartne.rs.hip which will, .I?_~
the· conduct for all grant
resources connected with this
HG Project.

No legislative action is
required in order for the
project to proceed.

f,.

,~-
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will be completed in time to permit
orderly accomplishment of the purpose of
the assistanc.e?

6. water Resources (FAA Sec. 611(b);
FY 1993 Appropriations Act Sec. 501): If
project is for water or water-related land
resource construction, have benefits and
costs been computed to the extent
practicable in accordance with the
principles, standards, and procedures
established pursuant to the Water
Resour.ces Planning Act (42 U.S.C. 1962, ~
seg.)? (See A.I.D. Handbook 3 for
guidel ines. }

7. cash Transfer and sector
Assistance (FY 1993 Appropriations Act
Sec. 571(b»: Will cash transfer or
nonp~oject sector assistance be maintained
in a separate account and not commingled
with other funds (unless such requirements
are waived by Congressional notice for
nonproject sector assistance)?

8. capital Assistance (FAA Sec.
611(e)): If project is capital assistance
(~I construction), and total u.s.
assistance for it will exceed $1 million,
hns Mission Director certified and
Regional Assistant Administrator taken
into consideration the country's
capability to maintain and utilize the
project effectively?

9. MUltiple country Objectives (FAA
Sec. 601(a»: Information and conclusions
on whether projects will encourage efforts
of the country to: (a) increase the flow
of international trade; (b) foster private
initiative and competition; (c) encourage
development and use of cooperatives,
credit unions, and savings and loan
associations; (d) discourage monopolistic
prae-ticas r fa} impI'G-ve teahn.iea-l·
efficiency of industry, agriculture and
commerce; and (f~ strengthen free lahor
unions.

N/A

N/A ~

..

N/A

~~A~" lfft~· ts not q Mtilti.'lateral
~s~tst~~ce project _
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10. u.s. Private Tra~e (FAA Sec.
601(b»: Information and conclusions on
how project will encourage U.S. private See A~2',-above~
trade and investment abroad and encourage
private U.s~ participation in foreign
assistance program~. (including use of
private trade channels and the services of
u.s. private enterprise) •

11. Local Currencies

) o'

' •• i'

I

=

-=

a. Recipient contributions
(FAA ·Secs. 612(b), 636(h»: Describe
steps taken to assure that, to the maximum
extent possible, the country is
contributing local currencies to meet the
cost of contractual and other services,
and foreign currencies owned by the U.s.
are utilized in lieu of dollars.

"

b. U.S.-Owned currency (FAA
Sec. 612(d»: Does the U.S. own excess
foreign currency of the country and, if
so, what arrangements have been made for
its re~ease?

c. separate Account (FY 1993
Appropriations Act Sec. 571). If
assistance is furnished to a fore ian
gove~nment under arrangements which result
in the generation of local currencies:

(1) Has A.I.O. (a)
required that local currencies be
deposited in a separate account

. established by the recipient government,
(b) entered into an agreement with that
government providing the amount of local
currencies to be generated and the terms
and conditions under which the currencies
so deposited may be utilized, and (c)
established by agreement the
responsibilities of A.I.O. and that
government to monitor and account for
depos-i'es inte and disburS8ments fr.ont the
separate account?

Ttte Coop'er~ t iing Country will ~
conbi,t:ji!te· ill cash or "i'n ki'nd"·· ..
th'~ equi"va1 ent of ....
upto $100 million in additional
equity, and at least $500 million
in local loan financing. Also
there will be additional s
contributions against grant
disbursements, as laid out in the
US-Tha~dPevelopment Partnership PP.

..
')-......

I
"

i

1 I•
\~·ip
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(2) will such local
currencies, or an equivalent amount of
local currencies, be used only to carry
out the purposes of the DA or ESF chapters
of the FAA (depending on which chapter is
the source of the assistance) or for the
administrative requirements of the United
States Government?

(3) Has A.I.D. taken all
appropriate steps to ensure that the
equivalent of local currencies disbursed
fro~ the separate account are used for the
agreed purposes?

(4) If assistance is
terminated to a country, will any
unencumbered balances of funds remaining
in a separate account be disposed of for
purposes agreed to by the recipient
government and the United States
Government?

12. Tra~e Restrictions
..

- I

a. Surplus Commodities' (FY 1993
Appropriations Act Sec. 520(a): If
assistance is for the production of any
commodity for export, is the commodity
likely to be in surplus on world markets
at the time ,the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to u.s. producers of the same,
similar or competing commodity?

Assistance for a. Surplus
Commodi~tes or ~. Textiles
activi~i~s subject to these
t-rade ."e~tri'Cti'ons wi 11 be
prot'ttb"i'ted

b. Textiles (Lautenberg
Amendment) (FY 1993 Appropriations Act
Sec. 520(C»: Will the assistance (except
for programs in Caribbean Basin Initiative
countries under u.s. Tariff Schedule
"section 807," which allows reduced
tariffs on articles assembled abroad from
U.S.-made components) be used directly to

...-. . prQc.ure..feasiQilit.ys~udies, ,
prefeasibility studies, or project
profiles of potential investment in, or to
assist the establishment of facilities
specifically designed for, the manufacture
for export to the United states or to
third country markets in direct
competition with U.s. exports, of

-~ " ,
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textiles, apparel, footwear, handbags,
flat goods (such as wallets or coin purses
worn on the person), work gloves or
leather wearing apparel?

13. Tropical Forests (FY 1991
Appropriations Act Sec. 533(c) (3) (as
referenced in section 532(d) of the FY
1993 Appropriations Act): Will funds be
used for any program, project or activity
which would (a) result in any significant.
loss of tropical forests, or (b) involve
industrial timber extraction in primary
tropical forest areas?

14. PVO Assistance

a. AUditing and registration
(FY 1993 Appropriations Act Sec. 536): If
assistance is being made available to a
PVO,' has that organization provided upon
timely request any,document, file, or
record necessary to the aUditing
requirements of A.I.D., and is the PVO
registered, with A.I.D.?

b. Funding sources (FY 1993
Appropriations Act, Title II, under
heading "Private and Voluntary
Organizations") .: If assistance is to pe
made to a united States PVO (other than a
cooperative uevelopment organization),
does it obtain at least 20 percent of its
total annual funding for international
activities from sources other than the
United states Government?

15. project Agreement Documentation
(state Authorization Sec. 139 (as
interpreted by conference report»: Has
confirmation of the date of signing of the
project agreement, including the amount
involved, been cabled to State LIT and
A.I.D. LEG within 60 days of the
agreement's entry into force with I"E!l:;pect

; to -the tTfiit'ed States, and -lias the full
text of the agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered by this
provision).

No

No

N/A

..

N/A

N/A. Since planned A.I.O:'
LOP fundi'T\g i's less than
$25 mt11ton, this reporting'
requtrernent 1's inapplicable
at this time

(,

'~ -
" .... -

'} -.,-'

•
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16. Metric system (omnibus Trade and
compe~itiveness Act of 1988 Sec. 5164, as
interpreted by 90nference report, amending
Metric Conversion Act of 1975 Sec. 2, and
as implemented through A.I.D. policy):
Does the assistance activity use the
metric system of measurement in its
procurements, grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to united States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? Will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

17. Women in Developm~nt CFY 1993
Appropriations Act, Title II, under
heading "Women, in Development"): Will
assistance be designed so that the
percentage of women participants will be
demonstrably increased?

18. Regional and Multilateral
Assistance (FAA Sec. 209): Is assistance
more efficiently and effectively provided
through regional or multilateral
organizations? If so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs'.,

~9. Abortions (FY 1993
Appropriations Act, Title II, under
heading "PopUlation, DA," and Sec. 524):

To th~maximum extent feasible
metric measurements will be
included in procurements:
grants and other project
activities

(,

..

No spettfic project activities
are directed at women-owned
business~s, eit~er in thailand
or i~ the U.S.; however, efforts
wi11 be-made to ensure project
activi~i~s are wi~ely publicized
so t~at i~terested women-owned
businesses can parttci'pate.

NfA

=-



- 8 -

a. will assistance be made
~vailable to any organization or program
'.·hich, as determined by the President,
~upports or participates in the management
of aprograrn of coercive abortion or
involuntary sterilization?

21. U.S.-Owned Foreign Currencies

a. Use of currencies (FAA Sees.
612(b), 636(h); FY 1993 Appropriations Act
Sees. 507, 509): Are steps being taken to
assure that, to the maximum extent
possible, foreign currencies owned by the
u.S. are utilized in lieu of dollars to
meet the cost of contractual and other
services.

b. Release of currencies (FAA
Sec. 612(d»: Does the u.s. own excess
foreign currency- of the country and, if
so, what arrangements have been made for
its release?

22. Procurement

a. Small business (FAA Sec.
602(a»: Are there arrangements to permit
u. s. small business" to participate
equitably in the furnishing of commodities.
and services financed?

b. u.s. procurement (FAA Sec.
604(a) as amended by section 597 of the FY

--:~------------l9!t3 Appropriations Act): Will all
. procurement be from the U.S., the

recipient country. or developing countries
except as otherwi~~ determined in
accordance with the criteria of this
section?

,

,
I

-No

No

N/A

N/A

..

No

Limited procurement wi'll take
p1ace; U.S. procurement wfll
be fully advertised in :
accordance- with '-A. I .0. -pol icy

Yes

...-
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c. Marine insurance (FAA Sec.
604(d»: If the cooperating country
discriminates against marine insurance
companies authorized to do business iri the
U.S., will commodities be insured in the
United States against marine risk with
such a company?

d. Non~O.s~ agricultural
procu;ement (FAA Sec. 604(e»: If
non-U.S. procurement of agricultural
commodity or product thereof is to be
financed, is there provision against such
procurement when the domestic price of
such commodity is less than parity?
(Exception where commodity financed could
not rea~onably be procured in U.S.)

e. construction or engineering
serv~ces (FAA Sec. 604(g»: will
construction or engiHe,ering services be
procured from firms o~ advanced developing
countries which are otherwise eligible
under Code 941 and which have attained a
competitive capability in.international
markets in one of these areas? (Exception
for those countries which receive direct
economic assistance under the FAA and
permit United States firms to compete for
construction or engineering services
financed from assistance programs of these
countries.) . .

f. Cargo preference shipping
(FAA Sec. 603»: Is the shipping excluded
from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least
50 percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates?

g. Technical assistance
(FAA Sec. 621(a»: If technical
assistance is financed, will such
assistance be furnished by private
enterprise on a contract basis to the
fullest extent practicable? Will the

,

N/A

N/A

N/A

No

Yes

(, ,

::.



Such a provision will be
i'ncluded i'n all A.I.D. direct

~ contracts
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facilitie~ and resources of other Federal
agencies be utilized, when they are
particularly suitable, not competitive
with private enterprise, and made
available without undue interference with
domestic programs?

h. u.s. air carriers
(International Air Tra~sportation Fair
competitive Practices Act, 1974): If air
transportation of persons or property is
financed on· grant basis, will U.S.
carriers be used to the extent such
service is available?

i. Termination for convenience
of u.s. Government (FY 1993 Appropriations.
Act Sec. 504): If the u.s. Government is
a party to a contract for procurement,
does the contract contain a provision
authorizing termination of such contract
for the convenience of the united states?

j. consulting services
(FY 1993 Appropriations Act S·ec. 523):. If
assistance is for consulting service
through procurement contract pursuant to 5
U.S.C. 3109, ~re contract expenditures a
matter of pUblic record and available for
pUblic inspection (unless otherwise
provided by law.or Executive order)?

k. Metric conversion
(Omnibus Trade and Competitiveness Act of
1988, as interpreted by conference report,
am~ndin9 Metric Conversion Act of 1~75
Sec. 2, and as implemented through A.I.D.
policy): Does the assistance program· use
the metric system of measurement in its
procurements,· grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to United states firms?

--.A.re.-Dulk.purcha:;gs uS\.laJ.ly to be- made in
metric, and are components, SUbassemblies,
and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest

Yes

Yes

)....,.

..
N/A ......

To the maximum extent feasible.
'met'l"i"c meastJrements wi'll be
tnc~u6cd ;~ a11 procurements,
grants and .other·.:appropthte
proj6ct activttt~s.

1-
,-

. r

; -,-
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documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

1. competitive Selection
Procedures (FAA Sec. 601(e»: Will the
assistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurem~nt rules
allow otherwise?

23. Construction

a. capital project (FAA Sec.
601(d»: If capital (~, construction)
project, will u.S. engineering and
professional services be used?

b. Construction contract (~AA

Sec. 61l{c»: ~f contracts for
construction are to be financed, will they
be let on a competitive basis to ll!aximum
extent practicable?

c. Large projects,
Congressional approval (FAA Sec. 620(k»:
If for construction of productive
enterprise, will aggregate value of
assistance ~o be furnished by the u.S. not
exceed $100 million (except for productive
enterprises 'in Egypt that were described
in the Congressional Prp.sentation), or
does assistance have the express approval
of Congres~~?

24. U.S. Audit Rights (FAA Sec.
301(d»: If fund is established solely by
U.S. contributions and administered by an
international organization, does
comptroller General have audit rights?

25. communist Assistance (FAA Sec.
.~~OJ~b .o.Q arrangements- exist to insuI'e
that United states foreign aid is not used
in a manner which, contrary to the best .
interests of the united states, promotes
or assists the foreign aid projects or
activities of the Communist-bloc
countries?

,

Yes

N/A. This is not a
construction project

• N/A

Yes

..

-
l
...

~
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26. Narcotics

a. Cash reimbursements (FAA
Sec. 483): will arranqe~~nts preclude use
of. financing to make reimbursements, in
the form of cash payments, to persons
whose illicit drug crops are eradicated?

b. ~ssistance to narcotics
traffickers (FAA Sec. 487): Will
arrangements take "all reasonable steps"
to preclude use of financing to or through
individuals or entities which we know or
have reason to believe have either: (1)
been convicted of a violation of any law
or regulation of the United States or a
foreign country relating to narcotics (or
other controlled substances); or (2) been
an illicit trafficker in, or otnerwise
involved in the illicit trafficking of,
any such controlled SUbstance?

27. Expropriation and Land Reform
(FAA Sec. 620(g»: Will assistance
preclude use of financing to compensate
owners for expropriated or nationalized
property, excp.pt to compensate foreign
nationals ··in accordance with a land reform
program certified by the President?

28. p~lice and Prisons (FhA Sec .
660): will assistance preclude use of
financing to provide training, advice, or
any financial support for police, prisons,
or other law enforcement forces, except
for narcotics programs?

29. CIA Activities (FAA Sec. 662):
will assistance preclude use of financing
for CIA activities?

30. Motor Vehicles (FAA Sec.
636(i»: Will assistance preclude use of
financing for purchase, sale, long-term
l.ga~~,~xc;b~ngeC?:t:' g\Jaranty of the sale of
motor vehicles manufactured outsid~ U~S.,

unless a waiver is obtained?

Yes

Yes

Yes

Yes

. Yes

Yes

..

_ •• J

.../1
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,31. Military Personnel (FY 1993
Appropriations Act Sec. 503): will
assistance preclude use of financing to
pay pensions, annuitie~, retirement pay,
or adjusted service compensation for prior
or ~urrent military personnel?

32. Payment of U.N. Assessments (FY
1993 Appropriations Act Sec. 505): Will
assistance preclude use of financing to
pay U.N. assessments, arrearages or dues?

33. Multilateral organization
Len4ing (FY 1993 Appropriations Act 'Sec.
506): Will assistance preclude use of
financing to carry out provisions of FAA
section 209(d) (transfer of FAA funds to
mulcilateral organizations for lending)?

34_ Export of Nuclear Resources (FY
1993 Appropriations Act Sec. 510): Will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technology?

35. Repression of Population (FY
1993 Appropriations Act Sec. 511): Will
assistance preclude use of financing for
the purpose of aiding the efforts of the
government of such country to repress the
legitimate rights of the population 'of
such country contrary to the Universal
Declaration 'of Human Rights?

36. Publicity or Propaganda (FY 1993
Appropriations Act Sec. 516): Will
assistance be used for pUblicity or
propaganda purposes designed to support or
defeat legislation pending before
Congress, to' influence in any way the
outcome of a political election in the
United States, or for any pUblicity or
propaganda purposes not authorized by
Congress? .

Yes

. Yes

Yes

Yes

Yes

No

. ,

=
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37. Marine Insurance (FY 1993
Appropriations Act Sec. 560): Will any
A.I.D. contract and solicitation, and

'subcontract entered i~to under such
contract, incl4de a clause requiring that
U.S. marine insurance companies have a
fair opportunity to bid for marine
insurance when ,such insurance is necessary
or appropriate?

38. Exchange for Prohibite~ Act (FY
1993 Appropriations Act Sec. 565): will
any assistance be provided to any foreign
government (including any instrumentality
or agency thereof), foreign person, or
united States person in exchange for that
foreign government or person undertaking
any action which is, if carried out by the
United States Government, a United States
Official or employee, expressly prohibited
by a provision of United States law?

39. Commitment of Fun~9 (fAA Sec.
635(h): Does a contract or agreement
entail a commitmen~ for the expenditure of
funds during a period in excess of'S years
from the date of the contract or
agreement?

40. Impact on U.S. Jobs (FY 1993
Appropriations Act, Sec. 599):

(a) will any financial
incentive be provided to a business
located in the U.S. for the purpose of
inducing that business to relocate outside
the U.S. in a manner that would likely
reduce the number of U.s. employees of
that business?

(0) will assistance be provided
for ~he purpose of estcblishing or
developing an expor~ p~~cessing zone or
designated area in which the country's
tax, tariff, labor, environment, and
saf~ey laws d~ not apply? If so, has the
President determined and certified that
such assistance is not 1i~~ly to cause a
loss of jobs within the U.S.?

Yes'

I .
I

No

<.

..
No

No. (See Annex L)

No. (See Annex L)

) .
•

.',~
I -...'
-t-
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(c) will assistance be provided
for a project or activity that contributes
to the violation of internationally
recognized workers rights, as defined in
section S02(a) (4) of the Trade Act of
1974, of workers in the recipient country?

CRITERIA APPLICABLE TO DEVELOPMENT
ASSISTANCE ONLY

1. Agricultural Exports (Bumpers
Amendment) (FY .1993 Appropriations Act
Sec.'S21(b), as interpreted by conference
report for original enactment): If
assistance is for agricultural development
activities (specifically, any testing or
breeding feasibility study, variety
improvement or introduction, consultancy,
pUblication, conference, or training), are
such activities: (1) specifically and
principally designed to increase
agricultural exports by the host country
to a country other than the Urdted states,
where the export would lead to direct
competition in that third country with
exports of a similar commodity grown or
produced in·the united states, and can the
activities reasonably be expected to cause
substantial injury to u.S. exporters of a
similar agric~ltural commodity; or (2) in
suppor1:. of research that is intended
primarily to benefit u.S. producers?

2. Tied Aid Credits (FY 1993
Appropriations Act, Title II, under
'heading "Economic Support Fund"): Will DA
funds be used for tied aid credits?

3. Appropriate Technology (FAA Sec.
107)': Is special emphasis placed on use
of ~ppropriate technology (defined as
relatively smaller, cost-saving,
labor-using technologies that are
genel:allY.1ll9~1;.ap!2rQpriatefor thQ small
fa-rms, small businesses, and small incomes
of the poor)?

,

No. I

N/A

..

No

..
This project does not
involve the provision
of appropriate
technology as so
defined.

=-

=

:...
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4. Inaigonous Neeas ana R9souroes
(FAA Soc.. ' '281 (b) ): Describe extent to
which th~ activity recognizes the
particular needs, desires, and capacitiec
of the people of the country; utilizes the
country's intellectual resources to
encourage institutional develo9mentl and
supports civic education and training in
skills required for effect i ... ~
participation'in government~l an~

political processes essential to
self-government •.

5. Eoonomio Development (FAA Sec.
10l(a»: Does the activity give
reasonable promise of contributing to the
development of economic resources, or to
the increase of productive capacities and
self-sustaining economic growth?

This project will help the
RTG address one of its
priorities which is
mobilization of investment to
control pollution.

Yes. The lack of basic
infrastructure constrains
business, both industry
and tourism, as well as
having negative effects
on urban residents.

..

The Project will assist
local governments become
more self sufficient in
addressing basic infra
structure needs, will
involve NGOs and grass roots
organizations in promoting
environmental awareness, and
will benefit low-income
families equally and in
some cases more directly
than other urban households.

'.· ··i. !,
· ".;

1
'. j
.j

l

6. Speoial Development Emphases (FAA
Sees. 102(b), 113, 28l(a»: Describe
extant to which activity will: (a)
effectively involve the poor in
development by extendipg access to economy
at local level, ~ncreasinq labor-intensive
production and the ~se of appropriate
technology, dispersing investment from
cities to small towns and rural areas, and
insuring wide participation of the poor in

, the benefits of development on a sustained
'basis, using'appropriate u.s.

institutions; (b) encourage oemocracic
private and local governmental
institutions; (0) support the s~lf-help

efforts of developing countries; (d)
'promote the participation of women in'the
national economies of developing countries
and the improvement of women's status; and
(e) utilize and encourage regional
cooperation by developing countries.

7. Recipient country contribution
(FAA Sees. 110, 124(d»: Will the

'.~ ._._~E!..9.~.p~E!ntcolJ.~~:t:'lprov~da ... at Je_a_lSt 25.
percent of the costs of ~~~ program,
project, or activi~y with respect to which
the assistance is to be furnished (or is
the latter cost-sharing requirement being
waived for a "relatively, least developed"
country)?

•
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8. Benefit to Poar Majority (FAA
Sec. 128(b»: If the activity attempts to
incroase the institutional capabilities of
private organizations or the government of
the country, or if it attempts to
stimulate scientific and technological
research, has it been designed and will it
be monitored to ensure that the ultimate
beneficiaries are the poor majority?

9. Abortions (FAA Sec. l04(f); FY
1993 Appropriations Act, Title II, under
heading "Popul,ation, OA," and Sec. 534):

a. Are an~· of the funds to blil
used for the performauce of abortions a!; a
method of family plan.,ing or to motivate
or coerce any person to practice
abortions?

b. Are any of the funds to be
used to pay for the performance of
involuntary sterilization as a method of
family planning or to coerce or provide
any financial incentive to any person to
undergo sterilizations?

Q.. Are any of the funds to be
made available to any organization or
program which, as determined by the
President, s~pports or participates in the
management of a program of coercive
abortion or involuntary sterili~ation?

d. will funds be made available
only to vo~untary family planning projects

. which offer, either directly or through
referral to, or information about access
to, a broad range of family planning
methods and services?

e. In awarding grants for
natural family planning,' will any
applicant be discriminated against because
of such applicant's religious or

.-.. __..consci-ent-iou&- GG~i-'tmen-t-to--o-ffer'only 
natural f~mily planning?

I

f. Ar~ any. of the funds to be
used to pay for any biomedical research
which ~elates, in whole or in part, to

~ N/A

No

No

No

N/A

N/A

N/A

..

..
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methods of, or the perforrna~ce of,
abortions or involuntary sterilization as
a means of family planning?

g. Are any of the funds to be
made available to any organization if the
president certifies that the use of these
funds by such organization would violate
any of the above provisions related to
abortions and involuntary sterilization?

10. contract ~wards (f~~ Sec.
601(e»: will the project utilize
competitive selection procedures for the
awarding of contracts, except where
applicable procurement rules allow
otherwise?

N/A

(

)..-

=-

•

•

11. Disadvantaged Enterprises (FY
1993 Appropriations hct Sec. 563): What
portion of the funds will be available
only for activities .. of economically and
socially disadvantaged enterprises,
historically black colleges and
universities, colleges and 4niversities
having a student body in which more than
40 percent of ~he students are Hi~panic

Americans, and privat·: "and volunt :'~~y

organizations which are controlled bj
individuals who are black Americans,
Hispanic Americans, or Native Americans,
or who are economically or socially
disadvantaged (including women)?

12. Biological Diversity (FAA Sec •
119(g): will the assistance: (a) support
training and education efforts which
improve the capacity of recipient
countries to prevent loss of biological
diversity; (b) be provided under a
long-term agreement in which the recipient
country agrees to protect ecosystems or
other wildlife habitats; (c) support
efforts to identify and survey ecosyster.s

- ----_in_r.e.clpie.n.t.-countr ies__~~~~bY o.t_____._
protection; or (d) =y any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals into
such areas?

Any contract issued under the
project will require that 10% of
all subcontracting activities
be p1aced wtth such ,
disadvantaged entities ~

_.'

N/A

iil.

••

,f'
=:
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Il

..

N/A

I
Ves. The Project will promote
propp.r ~n.lid waste management,
including recycling, as well

E as ~ppropriate technologies
1 for H~zte water treatment,

e.g., wetlands for small
communities.

13. ~ropical Forests (FAA Sec. 118;
FY 1991 Appropriations Act Sec. 533(C) as
referenced in section 532(d) of the F~

1993 Appropriations Act):

a. A.I.D. Regulation 16:
the assistance comply with the
environmental procedures set forth in
A.I.D. Regulation 16?

II..

II
•

II b. Conservation: Does the
assistance place a high priority on
conservation and sustainable management of

•... tropical forests? specifically, does the
II assistance, to the fullest extent

feasible: (1) stress the importance of

II conserving and sustainably managing forest
resources; (2) support activities which
offer employment and income alternatives

.. to those who otherwise would cau'se "
II destruction and loss of forests, and help
, countries identify and implement

alternatives to colonizing forested areas;
II",. (3) support training programs, educational
II efforts, and the establishment or

" strengthening of institutions to improve

,....~ forest management; (4) help end
_ destructive slash-and-burn agriculture by

supporting stable and productive farming

I
practices; (5) help conserve forests
which have not yet been degraded by

~. helping to increase production on lands
already cleared or degraded; (6) conserve

I forested watersheds and rehabilitate those
_, which have been deforested; (7) support..:,: training, research, and other actions

J which lead to sustainable and more

'
environmentally sound practices for timber
harvesting, removal, and processing; , (8)
support research to expand knowledge of

'

tropical forests and identify'alternatives
_ , which will prevent forest destruction,

~r loss, or degradation; (9) conserve

-J .......~;:~*~~i~~:;~~~:!~*~~~i~i~A;~;~~{J!i~1
'

protected tropical forest ecosystems on a
worldwide basis, by making the .

: establishment of protected areas a
. condition of support for activities

involving forest clearance or degradation,



-=

=

.::

•

•

20 -

and by helping to identify tropical forest
ecosystems and species in need of
protection and establish and maintain
appropriate protected areas; (10) 'seek tc
increase the awareness of U.S. Government
agencies and other donors of th~ imm~~ia~e

and long-term value of tropical forests;
(11) utilize the resources and abilities
of all relevant U.S. government agencies:
(12) be based upon careful analysis of the
alternatives available to achieve the best
sustainable use of the land; and (13)
take full account of the environmental
impacts of the proposed activities on
biological diversity?

c. Fores7 degradation: will
assistance be used for: (1) the
procurement or use of logging equipment,
unless an environmental assessment
indicates that all timber harvesting
operations involved will be conducted in
an snvlronmentally sound manner and that
the p~oposed activity will produce ,
positive economic benefi~s and sustainable
forest management systems; (2) actions
which will signifiqc:: ~.:":t degrade national
parks or similar protected areas which
contain tropical forests, or introduce
exotic plants or animals into such areas;
(3) activities which would result in the
conversion of torest lands to the rearing
of livestock~ (4) the construction,
upgrading, or maintenance of roads
(inclUding te~porary haul roads for
logging or other extractive industries)
which pass through relatively undergradoa
forest lands; (5) the colonization of .
forest lands~ or (6) the construction of
dams or other water control structures
which flood relat~vely undergraded forest
lands, unless with respect to each such
activity an environmental assessment
indicates that the activity will
contribute significantly and directly to

.... _impro-v.in.g-.the.live~ihood.Qfther.ural.poor..
and will be condu~tec in an
environmenta:iy scund manner which
supports sustainable development?

N/A

,I
'-
:..

\
,I -

.,.'
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N/A

N/A
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d. sustainable, forestry: If
assistance relates to tropical forests,
will project assist countries in
developing a systematic analysis of the
appropriate use of their total tropical
forest resources, with the goal of '
developing a national program for
sustainable forestry?

e. Environmental impact
statements: Will funds be made available
in accordance with provisions of FAA
section 117(c) and applicable A.I.D•
regulations requiring an environmental
impact statement for activities
significantly affecting the environment?

14. Energy (FY 1991 Appropriations
Act Sec. 533(c) as referenced in section
532(d) of the FY 1993 Appropriations Act):
If assistance relates to energy, will such
assistance focus on: (a) end-use energy
efficiency, least-cost energy planning,
and renewable energy resources, and (b)
the key countries where a$sistance would
have the greatest impact on reducing
emissions from greenhouse gases?

15. Oebt-for-Nature ~xchange (FAA
Sec. 463): If project will finance a
debt-for-nature exchange, describe how the
exchange will support protection of: (a)
the world's oceans and ~tmosphere, (b)
animal and plant species, and (c) parks
and reserves: or describe how the exchange
will promote: Cd) natural resource
management, (e) local conservation
programs, (f) conservation training
programs, (g) pUblic commitment to
conservation, (h) land and ecosystem
.management, and (i) regenerative
'approaches in farming, forestry, fishing,

. and watershed management.

16. Deobliqation/Reobliqation
(FY 1993Approp~ic:l~Ac:m~ ~_gt;_..sec !-S-15):- If

'------- aeo67r-eOb---authorIty, is sought to be
exercised in the provision of DA
assistance, are the funds being obligated
for the same general purpose, and for
countries within the same region as

•

I~".,', ( :!.....

I,: .

I "
I

1", .
1-.'
II
•

I'
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originally obligated, and have the House
and Senate. Appropriations committees been
properly notified?

..

,
.i

17. Loans
•

v

..

•

a. Repayment capacity (FAA Sec.
122(b»: Information and conclusion on
capacity of the country to repay the loan
at a reasonable rate of interest.

b. Long-range plans (FAA Sec.
122(b»: Does the activity give
reasonable promise of assisting long-range
plans and programs designed to develop
economic resources and increase productive
capacities?

c. Interest rate (FAA Sec.
122(b»~ If development loan is repayable
in dollars, is interest rate at least 2
percent per annum during a grace period
which is not to exceed ten years, and at
least 3 percent per annu~ thereafter?

d. Export~ to United state~
(FAA Sec. 620(d»: If assistance is for
any productiv~ enterprise which will
compete with u.S. enterprises, is there an
agreement by the recipient country to
prevent export to the u.s. of more than 20
percent of the 'enterprise's annual
production during the life of the loan, or
has the requirement to enter into such an
agreement been waived by the President
because of a national security interest?

Under Credit Reform,
the US Treasury determines
credit risk for borrowers of
guaranteed loans. Thailand
is in a low risk categor).

..

--
-

I

"-
~

•
18. Development Objectives (FAA

Sees. 102(a), 111, 113, 28l(a»: Extent
to which activity will: (1) effectively
involve the poor in development, by
expanding access to economy at local
level, increasing labor-intensive
production e~d the use of appropriate
technology, spreading investment out from

___. .cities- ..t.cL-sma~L..tQwns ...and ..r.uraLareas,-. and-
.. insuring wide participation of the poor in

the benefits of development on a sustained
basis, using the appropriate u.S.
institutions; (2) help develop
cooperatives, especially by technical

This Project will focus of
10-12 secondary cities, as well
as Bangkok. These cities are
regional economic Centers and
provide a source of employment
for a wide spectum of income es
groups.

I
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c. Food security: Describe
, extent to which activity increases
national food security by improving food
policies and management and by
strengthening national food reserves, with
particular concern for the needs of the

.,,,
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assistance, to assist rural and urba~ poor
to help themselves toward better life, and
otherwise encourage democratic private and
local governmental institutions;, (3)
support the self-help efforts of
developing countries; (4) promote the
participation of women in the national
economies of developing countries and th~
improvement of women's statu~\; and (5)
utilize and encourage region~l cooperation
by developing countries?

19. Agrioulture, Rural Devalopment
and Nutrition, and Agrioultural Resea~ch

(FAA Sees. 103 'and l03A):

a. Rural poor and small
farmers: If assistance is being made
available for agriculture, rural
development or nutrition, describe extent
to which activity is specifically designed
to increase productivity and income of
rural poor; or if assistance is being
made available for agricultural research,
has account been taken of the needs of
small farmers, and extensive use of field
testing to adapt basic research to local
conditions' shall be made.

b. N~trition: Describe extent
to which assistance is used in
coordination with efforts carried out
under FAA section 104 (Population and
Health) to help improve nutrition of the
people of developing countries through
encouragement'of increased production of
crops with greater nutritional value;
improvement of planning, research, and
education with respect to nutrition,
particularly with reference to improvement
and expanded use' of indigenously produced
foodstuffs; and the undertaking of pilot
or demonstration programs explicitly
addressing the problem of malnutrition of
poor and vulnerable people.

N/A

N/A

N/A

=

:.
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poor, through measures encouraging
domestic production, building national
food reserves, expanding available. storage
facilities, reducing post harvest food
losses, and improving food distribution •

20. Population and Health (FAA Sees.
104(b) and (c»: If assistance is being
made available for population or health
activities, describe extent to which
activity emphasizes low-cost, integrated .
delivery systems for health, nutrition and
family planning for the poorest people,
with particular attention to the needs of
mothers and young children, using
paramedical and auxiliary medical
personnel, clinics and health posts,
corr~ercial distribut~on systems, and other
modes of community obtreach.

2J. Education and Human Resources
Development (FAA Sec. 105): !f assist~~ce

is being made available for education,
pUblic administration, or human resource
development, describe (a), extent to wh,ich
activity strengthens nonformal education,
makes formal education more relevant,
especially for rural families and urban
poor, and strengthens management
capability of instit.u":i.ons enabling the
poor to participate in develcp~ent; and
(b) extent to which assistance provides
advanced education and training of people
of deveJoping countries in such
disciplines as are required for planning
an~ implementation of public and private
development activities.

22. Energy, Private Voluntary
organizations, and Selected Development
Activities (FAA Sec. 106): If assistance
is being made available for energy,
private voluntary organizations, and
selected development problems, describe
extent to which activity is:

a. concerned with data
collection and analysis,'the training of
skilled personnel, research on and
development of suit.able enerqy sources,
and pilot projects to test new methods of
energy production: and facilitative of

, . '..
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N/A

N/A
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N/A
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research on and development and use of
small-scale,' decentralized, renewable
energy sources for rural areas,
emphasizing development of ener.gy
resources which are environmentally
acceptable and require minimum capital
investment;

b. concerned'with technical
cooperation and development, especially
with u.s. private and voluntw~y~ or
regional and international development,
organizations;

c. research into, and
evaluation of, economic development
processes and techniques;

d. reconstruction after natural~

or manmade disaster and programs of '
disaster preparedness; _...--_ ... -- .. - .. NiA.

Thel partnership represents an
advanced developing country
strategy that will focus U.S.
expertise, know-how and technology
on critical Thai development
issues

All activities will place emphasis
on collaboration with the RTG in
identi'fying critical development
issues, prior to engaging U.S.
experttse and seeking tangible
outputs.

:.

e. for, special develov~ent

problems, and to enable proper utilization
of infrastructure and related projects
funded with earlier u.s. assistance;

......

Ttle Pa'rtnership. will support U.S.
Thai'transactions address.ing Thai
deve10pmentissues; creating Thai
ills~.i."tutional ,capabi'l ity; engagi ng

11 ,5, knowhow' • expert; se and
techno' ogy; 1everag i'ng non-USAID
funding; and defining sources of

small future revenue.
•• , \.,." !\

-~-----~ W1t~,respect to U.S.-Thai linkages
~n cri~i~al Thai environmental
t~s~es of waste water management
and ~aste co11ecti.on and di,sposa1.
these acttviti~s will take place
mai.ll~Y'· in the sectondary and
smaHer ci'ti'es.

f. for urban development,'
especially small, labor-intensive
enterprises, marketing systems for
producers, and financial or other
institutions to help urban poor
participate in economic and social
development.

23. Capital projects (Jobs Through
. Export Act of 1992, Sees. 303 and 306 (d» :
If assistance is being provided for a
capital project, is the project
developmentally sound and will the project
measurably alleviate the worst
manifestations of poverty or directly
promote environmental safety and
sustainability at the community level?

I •

-.. "

~c. CRITERIA APPLICABLE TO ECONOMIC SUPPORT
FUNDS ONLY

-
.:>-

1. Economic and Political stability
(FAA Sec. 531(a»: will this assistance
promote economic and political stability?

NIP.
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To the maximum extent feasible, is this
assistance consistent with the policy
directions, purposes, a~d programs of Part
I of the FAA?

2. Military Purposes (FAA Sec.
531(e»: Will this assistance be used for
milita~y or paramilitary purposes?

3. CommocHty ~:='ants/separate

Accounts (FAA Sec. 609): If commodities
are to be granted so that sale proceeds
will accrue to the recipient country, have
Special Account (counterpart) arr~~gements

been made? (For FY 1993, this prvvision
is superseded by the separate account
requirements of FY 1993 Appropriations Act
Sec. 571(a), see Sec. 571 (a) (5) .)

'4. Generation and Use of Local
Currencies (FAA Sec. 531(d»: will ESF
funds ~ade available for commodity import
programs or other program assist~nce be
used to generate local currencies? If so,
will· at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAA s~ceions 103 through 106? (For FY
1993, this provision is superseded by the
separate account requirements of FY 1993
Appropriatiohs Act Sec. 571(a), see Sec.
571(a)(5).)

'5. Cash Transfer Requirements (FY
1993 Apprcpria~,io:;s Act, Title II, under
heading "Economic support Fund," and Sec.
571(b». If assistance is in the form of
a cash transfer:

a. separate account: Are all
such cash payments to be maintained by the
country in a separate account and not to
be commingled with any other funds?

b. Local currencies: will all
"'local currencIes that'may-be' gene-rated

with funds provided as a cash transfer to
such a country also be deposited in a
special account, and has A.I.D. entered
into an agreement with that government
setting forth the amount of the local
currencies to be generated, the terms and

\
N/A

N/A

N/A

N/A

N/A

N/A
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conditions under which they are to be
used, and the reoponsibilities of A.I.D.
and that government to monitor and account
for deposits and dispursements?

c. O.S. Government use of local
currencies: Will all such local
currencies also be made available to the
U.S. government as the, U.S. determines
necessary for the requirements of the U.S.
Government, or to carry out development
assistance (including DFA) or ESF
purposes? '

d. congressional notice: Has
Congress received prior notification
providing in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash transfer
assistance?

6. capital Projects' (Jobs Through
Exports Act of 1992, Sec. 3()6, FY 1993
Appropriations Act, Sec. 595): If
assistance· is being provided for a capital
project, will the project be!
developmentally-sound and sustainable,
i.e., one that is (a) environmentally
sustainable, (b) within the financial
capacity of the" government or recipien't to
maintain from its own resources, and (c)
responsive to a significant development
priority initiated by the country to which
assistance is being provided. (Please
note the definition of "capital project"
contained in section 595 of the FY 1993
Appropriations Act.)

-'

N/A

N/A

N/A
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Orfice of the National Economic

and Social Development Board,

962 Krung Kasem Road,

Bangkok 10100•
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ANNEX H

No. 1008/6,6'9\
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Dear Sir,

Ite : Guarant., Facility ror Urban Enyironaental IDfraatructure

Reference is made to your letter dated 17th June in which USAID

bas kindly proposed to create a Guaranty Facility for Municipal

Infrastructure Loans. "
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Please be informed that after consultation with concerned

gover~mental agencies on the subject, it is agreed upon that the proposal

should be further explored and NESDB can assure you of our collaboration in
r---.....----

the Project's feasibility study phase.

With .y best regards ••

--.-
-"

-..

-.
t.

Tho.as H. Reese, III

Mission Director'

USAID

Yours Sincerely,

~
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