(d) - - Summary of Evaluation

Forepoing evaluations are Summarizcd in Table 2 4 1. (b)

Table 2 4 l(b) Summary of Lvaluation

Criteria Establish—.

Alternstioe . ment ‘?ersonnelz Fuod-' i_qrcdibiiity’:?'
Alternative - 1 G F ¥ - F
Alrernative = IT P G LG P
Alternative ~ IIIL B G N G

G : Good

F : _Fair

P : Poor

2. 4 3 Proposed Organizatlon and Its Duties and Authorities

3

- (a)’ Overall Organizational Structure _i

LIt will be important for the overall organization fracework in thc

- Pattaya area that its "yertical' structure offer - administrative

. stability and its "horizontal" strudture facilitate the fulfillmenti
of the objectives,: namel) tourisa development., Figure 2.4.4 shOws

. the vecormmended overall organizational structuie for the effective ;
" and orderly accompllshment of Courisn chelopvent in the study area, -

Under ‘the ‘resomsended structure, the T.0.T. and othe¥: central” govern~
gent agencies, Pattaya “Township, and | private téu¥isnm industries {or .
‘their assoclations) will berable’ £o participate and - promote .
tourism development withont organizatiOnal OVerlaps ‘and in such a
manner that they function complementarily to éach’ other, and all of
the {unctions necessdary’ for- tourisa devélopcent projects will be -
satisfied as follous‘:-" -

AT.0.T: and- 6ther central : katiohal'toutism‘poiicylpromOtioﬁ
governvcnt agcncies. ’ o
%Bang Sean Hotel School: _‘Training of tOurism industry
' - enployees
*Tourisa industrics R R DA
~ (associations): _ Tourfsn séxvices/promotion
*Pattaya Tourism Develop- i'rconstruction of physical infrast-
edént Corporation . ructure, administration and opera-
{a provisional name): tion of thé facilities:
*Pattaya Township: o Ad-inistration, social infrast—_

ructore development, recovery of
 benefits (tax collection)

*National Police: o : Security
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{b) Core”Orgéniéation3fbr Exécution and Operation -

In this teport temporarily calling the organization which will perform the

_ ‘functiens stated under 2i4.1 and be established by joint investment by the
Central Government and Pattaya Township as recommended in 2,4.2 with

' regard to.the Pattaya Project, the "Pattaya Tourism Developrent Corpora—

tion" (PIDC), the PIDC organization would consist of an executive board,

a president, and a secretary, as well as planning, construction,

services, financial, and general affairs departrents.

':4€Bxecutive Board: This will blend natfonal policies and loc¢al policies
- iato PTC activity policies; to be comprised of the PTDC President,

“two or three high ranking T,0.T. and othe¢ central government officials,
. _and two 6r three high ranking Township officlals, including the City
':,Hanager. Peetings shOuld te held regulary uvnder the chairecanship of

. the PTDC Président,

President., Hé uill be charged with the responslbility for implement-
_ing activity policies deterained by the Executive Board.

Depattments. These will perform the duties set forth in Table 2.4.2.

"t(c) Functions

: ‘Approptiate departments of the PTDC wilt be required to carry out the
 work’ stipulated in Table 2 4 2. .

N (d) Authc-ritz

fTo facilitate the etfective acconplishnent of the assigned duties, the

PIDC will be équipped with the following areas of authority within
the Pattaya area?

‘a, The authority to coordinate with other governmeént ageneies,

Pattaya Township. and ptivate_capital with regard to thée execution
of ptojetts, . . '

‘bi  The éuthorlty to construct and operate each project,
‘e, The authoritv to obtain bank loans and to issue bonds,

. jd. The! autho:ity to set ratés: for charges on tourfsm as vell
“as public facilities Subjeetﬁto the approval of the Central
’Government,- A

e. The. authority to establish special charges subjeet to the
approval ‘of ‘the Central Government,

f. The authority to ‘plan and pronote the establishrent of
:eooperatives and

B The authérity to: control and manage tourisu industries.

ké) Dissolvlng the OrganizatiOn

The organizatibn of the PIDC should by lts very nature, be flexibly
, expanded or shrunk depending on the stage of development. progress.
 That' s, uhen future construction has been completed under the
- projects, the' PTDC's deveIOpmeut fuaction should fade out: the
experience accunulated within PIDC will ‘probably be utilized for
tourism development or infrastrueture projects elsewhere. When the
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PTDC has fully recovered . the construction costs, ‘the fundamental
objectives of the establishment 6f the PTDC will be considered to

have ‘been achieved and, therefore, the PTDC itself might be dissolved.
The managemental duties and arca of authority of the PIDC will be

taken over by the Pattaya Township, or sore other appropriate organiza-
tion. . N

254'4 'Hanpceerrﬁlanning'

(a) PIDC manpower plan : summarired in Table 2. 4.3

Staff and other personnel needed for the execution and operation of -
}the first phase of the Pattaya project. will be 188 personnel for the
_ operation of infrastructure projects, 91 personnel for the operation
- of the amenity cores ‘and {nland activities, and O} personnel for
execution and management of the project for a total of 340.

(b) of the 340, the recruitment of medium ievel staff and ordinary
personnel will be very easy and this is expected to encounter no
- difffculty. Requiremeénts’ for higher staff can be satisfied by dis-
patching the necessary manpower from thel existing govermment ageéncies.
But the quality ‘of the staff secured will have to be iomproved through

“training, while the employment of consultants would be inevitable to
_satisfy certain néeds.

(¢) Ic° is believed that technical staff training would be appropriate-
by accomplished as follovs:

- The emphasis would be placed on the training of higher staff
for the fmprovement of their capabilities.  In view of the
small nunber of candidate trainces, no dedicated training
5facility will’ be needed for this purpose._

- Sewarage engineers, sanitary engineers, and others whose
“training will be difffcult in Thafland are to be trained
abroad, and the technical assistance programs of foreign
'countries are to be Fully utilized in view of the cost of

such overseas training.

- Another approach worth consideting is to contract out the
' 'projects under a full turn-key agreesient such as that which
is often nsed in the construction of infrastructure, thereby
' accomplishtng the training of higher and middle staff.

The inportance should be' stressed of having: higher technical staff,
when’ they havé acquired full capabilities, then pass their capabilities
on down to mniddle staff- through on-the-job training prograrns.

- The advlser systea should be applied to each of the Planning,
: :Operatibn, and Finance Departments of the PIDC. The Construction

Bepartment should: engage consultants from tice to time when needed
upon’ contratting out individual works.
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~ Table 2.4.3 “PTDC Héﬁpower1vlan 1

Breakdown of - Stréngth

Function Total |migher | Middie ordlnaty
Strength | Staff | Staff Personnel
1. Water Supply System ' . L ST PR
Treatment Plant 18 2 16 0
. Plumbing .5 B 5 R
Meter Reading/ - Lo C L .
‘ Chatgia 'Coliei‘:'t'ion 1_5 1 3 2 : 71.2__
2. Sewerage System o L o o
: Treateent Plant 24 4 120 0
o Plumbiﬁg _ -5 1 4 0.
3. ~ Streets and Storm Hater - _
" Drainage : - : . SN o
" Traffie’ Control 3 : : 5 R | B &
‘Facilities Administration}* 5 0 <1 - b4
Parking Lots Administfation 5 ° S0 1 . A
4. olid Haste Dlsposal L T Lo 3 e
" bumping I R RN
Cleaning 35 L0 '3 32
Collection 35 .0 o3 32
Drlvers ' 17 % 17 0.
5. Port Facilities o - -
Harbor Master ™ ;| - 3 TR B 0 0
- Administrative Personnel ) | + 0 I 0
_ Hiscellaueous Personnel - 9 1 N I e B
5; ‘Amenity Core . 3 o
Superintendent 1 -1 1 I 0
Clevrks : ‘ 7 0 Y I 0
- Hiscellaneous ‘Personnel - 18 0 0. 18
7. Inland Activites L S o _f;_i
‘ Superinténdents 4 | 4 0 0
Professionals 2z 2 - 0 0
fClerks . 30 50 10 . -0
Hiscellaneous Personnel 49 0 0 49
8. Corporatfon Head Office AR B N EE
Presidént. 1 L 0 0
_ Secretariat '8 2 3 -3
‘Planning 8 C2 0 3 3
Construction "8 2 3 3
Operation Sérvice 8 2 3 3
~ Pinance’ Budget R R - 5T 5
General Affairs L1 3 s B
Total w0 |3 | | s




'2,4.5 Costs of Operation and Adninistration.

The costs of operatfon and administration” fneurred by the PTDC can be
Largely broken down into (1) mafnténance 2nd opération costs for the
infrastructure, amenity cores, inland activities, and other facilities,
and '(2) theiadministrdtion costs for the execution and managemént of
projects. The costs 'of (1) "above has been estimated upon individual
project planaing and the ¢alculated cost of maintenance and operation.

S0, only the costs of (2) will be estimated here. -

(a)' Direct Salaries ‘and Wages

Direct salaries and wages needed for project management purposes are
estimated together with thé number of needed personnel an Table 2.4.4,
which shows that ‘such costé will come to a total of 1,808,000 baht
per year, - I h

" Table 2;4.4r‘Nmeétjof‘férsonnel 4nd‘Pérsonne1 Ekpénses
: . needed for Profect Management.:

.' ‘fUn1t§l Th0usaﬁd b%ht’p¢r_yeat
' (Number of persons)

. - Class ~ o : ) '
A%éignéent‘ o __Higher ' : Hiqdle | Qtdiﬂéry - Total
SR I R ]
Secrétariat : N R kT DN ) 60 (3) ] 27 (3) 217 ( 8)
> Planning . 130 (2) 60 ( 3) | 27 (3 217 ( 8)
Construction . | 130 ( 2) 60 (3) | 272 (3). | 217 ( 8)
" Operation Services| 130 (2) | 60 (3) 2t (3) 217 ( 8)
Budget Finance = 325 ( 35) 100 ( 3) 45 (5) - 470 (15)
- General Affaivs - 195 ( 3) - 1060 ( 3) 45 ( 5) 340 (13)
——— — e ' . -] : ‘ '
1 Tetal . .- . 11,170 (47) 440 (18) | 198 (22) 1,808 (61)

Note 1. Hoté'!.;-Grédésfbf‘pérSOnnél'afé defined as ﬁelow.
. Highef: Universify graduates and those with higher
. eduéational backgrounds. o =
Hiddle; Sgnior higﬁzschdol_éradﬁatés and those
. “with higher educational backgrounds.
Ofdinaryi ”ﬁraf:sméﬁ, messenger bays, etc,

" Note 2, Sa;agfﬂééléqialioﬁs are based on the salariés of
~ national civil sedvants as of 1976. - :

(b) Administration Costs' ™ =~ = _

Overhead costs must bé estimated in addition to the above direct
personnel éxpenses. Assuming thal the same panagenent system as
that of Pattaya Township. (see Table 2.4.5.) will be adopted for the
PIDC office; general ‘administration expenses are estimated by
applying a coefticient of 3,94 to the amount of divect personnel

expenses.
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Ceneral administrative cost = 1, 808,000 baht /year x 3,94 = 7,123,520 Baht

" Table 2.4.5 General Administration Cost
(Based on that of Pattaya Towaship) =

Teem ] index.

“Direct Personnel Costs o : - 1.00.
Office Haintenance A - 0,88
Materials R : : 0.88
0ffice Furniture ' L 0.59
Compensation 1 0.59
Total _ : ‘ . 3.94

(Sdurce) 'Caiculétea?frém'faﬁlé 2.2.4

'2.4.6 Financial Soundness _ ‘

Inasmuch as the PIDC chiefly provides for the construction and Operation

' of projects which are generally of low profitability, it seeas that

~ the PTDC 'will be a fairly difficult financial condftion during the

initial decade. Efforts should be made to securé the financial soundness
~of the PTDC through the following 1easures:

“(a) Produrecent of: Low Cost’ Funds

JIt will be eruéial that low cost funds with lenient requirenents as . -,
: vegards loan redemptxon be secured in generating the required development
‘fund of about 1,400 million baht' (of which 900 miltfon baht are for ¢on-:
‘struction and 500 nillion baht for land. acquisition). Fron this vieupoint
it will be desirable that the PIDC's equity capital be made as large as |
'possible and that, as for overseas loans, "soft loans" ‘should be obtained

ig(b) Incre331ng Revenue

. In' general the: measures needed ‘for the increase of revenue Erom fees and
- charges would elininate idle capacity among the taftastructure as soon
as possible. Moreover, it night also be necessary for the level of
such fees and'thatges'to'bé'sét as high as possible within the limits
' of the consumers® ability to pay. . Both the rates of coverage and of
utillzation should be taken into full consideration ‘beforé fee and charge
rates are set.

“(¢): Other’ Peasutes

©If the Einanclal soundness of the PTDC cannot be realized thr0ugh the
measures in (a) and (b) above, the PTDC may accept a part of the Township's
financial sources as the PiDC's ‘curvent revenue 1n view of the fact that
sope of the. benefiu;derived frow the projects to be executed by the

PTDC would be eavned by the Township'as additional tax revénue. Such

benefits can be reasonably deemed from sourtes whieh ‘the pfojeet exeeuting
entity may tecover its invesfment. : :

2.4.7 Establishment of Cormittee for Ptoject ExecutiOn Study o

As mentioned earlier, PIDC will be the major organizatién which' vill
execute Pattaya Project, but forther consideration is needed on the
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detail of the’ ofganizatlon set’ up. Por example, solid vaste disposal
is already undértaken by local government as its routine job, and it
might bé more desirable 1f the newly established Pattaya’ Township will
~do'this Job:; In any case, job allocatfon between Pattaya Township and-
PTDC concerning this projcct should be determined through discussion
by Pattaya Township, TOT, and other govérnment agencles.

'Preparation for the establishment of PIDC is an urgent job, also.

Taking these’ things 1into consideratfon, it fs most recommendable to
.organize 4 coimittec for project execution study for the preparation of
both projéct execution and inaugiration of PTDC, The range of dutfes and
~authorities of PTDC which will be established in the middie of 1979
should be examiéed ia detail and dectded by this comafttee.

This- cOmm{ttee fOr project execution study will: consist of repreSenta-
'tives from TOT, Pattaya Township, and government agéncies concerned.

~The chairman and Lhe coordinator should be most appropriately assigaed
from the repiéseantatives of TOT. Under this comnittee, subcommittees.
uill be organized for the prepatation of executing each project, estab-
lishing of PTDC, and raising fund for the project construction works.

Tig. 2.4.5 Structure of Cormittee fbr:PrﬁjeCt:Exgcufion Study

SnverQQEHt Agencies : T. 0. T, Pattaya Township
Coneeraed - : ¥ o : : .
S SR o ]

[‘ .  . f Co:ﬂitteé fof;Pfoject Execution Study |

’ —{;Sﬁbhcoﬁbittee for-P.f.D}C.'EstabliShmehtl

: *{iSﬁb:Cbtﬂiiiee fot:finahcing Artangement]

' -{'Sﬁb'C0mﬁiifeé for Road and Street Project ]

_j’j{'SﬁbQCo&mitteé,f6§”$eserqge System Project i

—1 éﬁb-ﬁommittcé for Storm Hater Control Project |

| —1;Su§ Coméfétée f0t ?0tt Faéilifiég]

ij“153ub.Comhittéé for Amenity Core Project]

| —1?Sub Commitfee for Solid Haste Disposal Projectl

—1 Sub.Comﬁittée for Water. Supply Project]
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2.6 Ancillary Preparations

2.5.1 Necessity

Simply started, the governmental xole i general tourism devélopment can be
stated as follows. The government develops tourism resources, facilities
~and related infrastructure,’ thereby shaping the "skeleton™ of fourist

- destinations, while the goverament offérs certain incentives for the
const¥uction of the foundations for tourism findustriés and related ac-..
tivities in the early stages of development, thereby stimulating .the .. .
expansion:of the qualitative and QUantitativé ¢aﬁdéity;6f-téﬁtiSt'sefvchS.
¥hea a tourist destination has been developed through these measures,  the
government may now realize vevenue from tourisa industries within that
destination area.  In ordér for such a developméntal riéchanism to be
"shaped, the estéblishment‘of'thé“followiﬁg‘iﬂétitﬁtidnal‘Sjétemé‘is ’
uvsually necessary: . S ' R

- Those ghich‘perﬁaiﬁ'fo;tbdfisﬂ'ﬂérket héﬁeldpﬁeﬁt,  B

~ These Hhicﬁ'pertéin_t
" services, : :

the_sﬁﬁpiy of tourism products and

- Those which pertain to the protection and promotion of folk arts
and culture, L : j 7

- Thpée‘khiéﬁ pertain to nature protection and environmental -
preservation, : S i :

~ Thosé which pertain to manpower developiient, and -

-~ Those uhich'pértain to research and study.

Pattaya has a peculiar history, 1d that development has been accomplished
solely by investments made 'to seek individual benefits for private
‘capital and the inhabitants; and, as a result, the phenomenon 'of so-called
"randon developrmeat” has taken place, A future problem will be the
elinination ‘of such tandon-development and the accomplishment of orderly
and well-balanced development, -qu?fdfthi$ ehd;*1§i1s'bQI{QVédjesséhtlal
that a powerful organizatfon such as the PIDC be established for project
execution and operation, while an idstitutional system should be ‘estab-
lished ia order that private capital and the fnhabitants be ‘appropriately
guided or controlled. : o IR BTN '

2.5.2 ' Snooth Peveloprent and Contiol _ | R

The government should deal with the following three measures without delay
$0 that developzent may be accomplished sﬁoothly'and'¢ontrblsieﬁforééd
effectively; . - S N o -

(@) Heaéﬁ%eé*forzﬁffective'nééélogmégg e

' Thé Pattaya district has been developed to some extent. Varfious probléms
‘are liable to occur which will hinder the progress of development pro-

- Jects fmplemented 1n partially developed areas such as Pattaya, Such -
problems include thé opposition of iohabitants to land expropriatien,
aiff1¢u1ties‘atcompanying_thé'eyaédécion“éf'inhabitants from acquisitioned
land, illegal coastruction of buildings, and other ‘constiuction or com-
mercial aétivities which are cduiter to the land or faéilityiutilization:plans.
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In order to cope with. such vafious probléms comprehensively, 1t will be
essentfal in the first place that the government take a full inventory
of vights and concessions of land as ‘they stand currently, therby formu-
lating a detalled program to overcome the” sald problems, thile it 1s
believed that such problems can be settled in most ¢ases by the adminis-
tratfon of éurrent laws, the Township and the PIDC should take additional
measures to cope with other cases within the scope of theiv authority so
that dQVelopment uill be accomplished smoothly.

(b) Heasures for the utilization of sea and Beach Arxeas

...--.-.....___--\..__-._.-—.‘__._..-.......-..-——...-..--.--._-....-.q—_._......_.............—-.-

ImplementatiOn of this Project will result in substantial changes in
the form of utflization of the gea and beach. But, in view of the fact
that tourist ships and wagon shops have high mobility, the mere estab-
1ishmeént 6f a ®watina and the designatién of beach utilization will fall
short of achieving the planned sea and ¢oastal area utilization.

Hhile enforcement by the exercise of poliée power in case of violation
. would be important ia.coping with this problem, it {s more important to
© cultivate the understanding: of boats and vendors operators and to solicit
 thelir cooperation with the exécution of the plan, An effective reans of
..accnnplishing this end.will be to have. each fndustry organize its own
. association or cooperative which will' have the rembers engaged in orderly

":utilization of sea and beéach, The efféctiveness of this means c¢an be

- made even greater whea such utilization is subjected to the approval of
the PIDC and when membership in such an association or ¢ooperative is
tade a cOndition of . approval

The current situation 15 that private enterprises are carrying on their
businesses and- inhabitants thefr tives without an adequate infrastructure.
While the developient of the infrastructure is to be naturally welcored,

" it should be noted that the utflization of the infrastructure can result
_ in a financial buiden on the ‘enterprisés and the inhabitants aad that an
excessive burden’ can hinder the utilization and spread of the infrastruc-
ture, Such a burden may be mitigated by, for fnstance, providing a
special loan té finance the cost of constructing a feeder facility for
the utilization of the water supply oY sewerage systems. But it appears
B almost !npossible to the That Goverament to establish a system for such
a loan undef present conditions Yet, it is possible to reduce the
burden on the usérs to a fair degree by, for instance, allowing them to

" pay for the oné- ~tioge cost of the. feedev facility ia installnents to be
added to monthly charges. Although ‘this will naturally entail greater
work in- financial administration on the part of the Pattaya Township,
such ardisadvantage,should be much preferred to the financial burden on
the Towaship which ¢an result from low levels of utilization.

2. S 3 In\estment PromotiOn

Tt has beén already pointed out’ that for the Government to offer certain
fncentfves to tourism and related. indostries  in the early stages of.
developrent would be a good strategy for accelerating investaents in

such industries. Investameat incentives can be largely brokén down into
“the following:
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- a, Preparation of ladd,5ﬁd'iﬂffésttuéture,=Inékﬁtiv&s in terns of ‘land
prices, veants, and utflfty. charges, ' S T o

b, Facilitation of fuiid generation and the enhancenent of the ‘lodn
system for lower fund costs, . i ) R

c. Reductions or exemptions of Import taxes on materfials; equipment
and machinery, o S S T S L .

d. Reductlon or exemptions of corporaté ncome taxes, and fixed
property taxes, e e " o '

e. Accelerated depreciatfon of fixed asset, and

f. Net loss carry-over. o

Tt ¢an be readily undeistqbdi;héf,theseglﬁcéﬁtivésjwbhld“syﬁﬁngaté;the,
growth and devélépmentfdf‘hétéls;frégfauiéht35ftQutisf‘égeﬁcjeﬁgqéhtef—,
tainment agencies, and otheér tourisi related: industiries, Hotels ave the
major fndustry among the soféélled_toUtisa'indﬂstries which corrently
receives benefits from invéstment fucentives offered by the Board of Invest-
went  (BOI). . They dre not 6nly_énjdyiﬁg*véfious"lﬂvéstméntfiﬂceﬁtiVesrfrOm
‘the BOI, but thbse'partiéblarly‘1¢cétéd’1n=Baﬁgk6k”éﬁdfP&tfaya‘afe“élso
heavily protected by the fact that no hotel 18 allowed 'to newly énter the

" industry td"ptévent‘6vgr-gdﬁpétitidﬁiaméﬁgflhéfexis;iﬁg hotels,  In the Pattaya
area, an adequaté ﬁumbef”bf_hdtéls:haé'BeéﬁfébﬁStfdéteﬂ;_bﬁtfﬂthéfft6htist :
industries are:lagging behind. One of “the major rYeasons £ that: tourisa-
‘rélated industries Othéf”than_hﬁtélﬁ'éré‘being?giveﬁjfegjiﬁcéntiveS'by"

the Government. The TOT should realize that.well-balanced developmént:
- of all tourism-related industries i$ ‘an essential ingredient of any filese
class tourist destination and shovld urge the BOL to expand the scope of

- the Investment Law in order that adequate incéhtiées;bé'6fféf¢d'qisﬁ to

,other tourismirélated iddgétﬁies’sn'addgtion”:bthtéls.j _

in this ‘regard, ‘it is”érﬁbléi'that;sténﬂéfds;Befsét~fdr'vafiéus@ﬁj;{)L.
tourism-telg{éd'iﬂduStties”to?aChiévg,?éhd that'aigy$té§'bg{e$ﬁéblished1
0ﬁder"which'incéﬁtivés'afe av@i1ab1é'tb-ﬁﬂé'prbjectS ?hich7sétisfy_the.‘
- standards. - Such a system has béen established for hotels. : o
A defect of sich s ‘systen, howevery i3 that ¢ can Fosilt fn the pre-
‘fetgntiél'itéatméht;offﬁhly'big"cgpifalfbﬁt~§mal1'agd;mediuh_bgsiﬁéégés
may not be able to enjoy the benefits, which hinders the basic objectives
of the Pattaya Project.. fThe fosterfng of small and wediin businesses
is the duty of the TGT,:thé‘?attaya,Tosﬁship;,andfthbiPIpC,'::x_ o
The same’ incéntives évailéble:thédmpabies_3fe'ajsola§5113b1eJ;o‘sﬁail.
and mediuh businesses when' they have ‘organized cooperative vader ithe !

- Envestament prométion’ program of the BOI, ‘But:according to the BOIL, theve

. has been a6 case ih}ﬁhiéh'é“ébopétatlve'hééfeﬁjbyedksuchﬁiﬁﬁéﬁtiﬁés;’
The organization of cooperatives has been Fairly difffeult in Thafland,
_But such_érganizations ‘as Pattaya Township and the PIDC are how being
established and conditions are becoming available for the Governmeat teo
_provide guidance on' the establishment of cooperativés. Tt is bélieved
that cooperatives ¢can be established aad be sﬁccészﬁ1=in?theit‘BpSineSSes,
. as léng;aé'thercovetnment'is'ﬁllling*to provide the leadership, : '
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2;5{4_ﬁTfElﬁiﬁg:6f Bﬁpioyées”Iﬂ Tourism Sector

- dhe training of tourism employecs fn the Pattaya area has two large
- objeétives: “ (1) fmprovement of the level of  tourist servicés, and (2)

- promotion of participation‘by locsl inhabitants in tourism development,
- Thé necessity of tralning from ehe standpoint o0f (1) above was analyzed
in detail in the master plan, In ‘summary, a nét- fneréease of 1,050 1a

-~ the nusber of ﬁ¢£¢1fém§1¢yeésfis'negeﬁséfy_byil936_5ﬁd'a-net-{ncr¢ase of

. 4as a tourist destination, €h

'j7}65055§ 1§Q6;;:Tf;toufist‘gﬁidgﬁ, fnterpreters; and tourist agents can
. be supplied from Baigkok on a continual basis, they need not be supplied
. An Pattaya, - In the case of restaurant and souvenir shop esployees,
- ~trafning should ‘concentrate on foreign languages and wo specific training
Jagd;devc;OPﬁpht §f§gr§ﬁ';§ heeded for thém. From the viewpoint of (2)
. above, the tralning of tourisn erployees other than hotel émployees should
‘be’desirable in priaciple. But, from the peculiarity of the Pattaya area
. as a tourisi tin: _ ere is little need for the training of tourist
‘guldes, interpreters, and tolGrist agents, and tt 1s doubtful 1f the economy
L.will justify sqch“éffoﬁ:s;.-;p'cther,words, thése who need to be erained
-are wostly hotel ‘and restaurant workers. ' '
“*In the Pattaya area at present, hotels and restaurants aré engaged In the
. traladng of ‘théir ‘own employees without coordination or ceoperatfon with
- each’other. Higher staff is recruited from Bangkok., '
| fﬁefﬁéftaya"Tdufist:éna ngd¢f?fométEOn'Assbéiation:téstifies:that the
~ following are the major difficulties 1n the training of tourism industry
~ employees: IR o
1(1).'Léék'OF'iﬁétrucIdfs,.
. (Z)F'Léek'of,t:éihiﬁg facilities,

(3)  Lack of adequate tralning materials, |
ﬁ(é)"Léc&ibfﬁfinéﬁiiéliébiiity'on the part of hotels to pay for the
- cost of training, and o N S ' '

(5) Lack of effective training plans and programs
'];It';éfﬁéiiéﬁéaftpéé;tpésefdiffiéultiés'g;1155¢ overcote in most cases
,iky-ghﬁ“¢stabiish§ént,of-the,Baﬁg'Sean Hotel School by the TOT (now being
. planied). Bang Sesn is but about 40 kilOmetets'from]Pat;aja‘and is the

“closest pf;majbrjtoufist'dBSEiﬁations;_iThe'key to the success of this
Bang Sean Project will be upto degree of the utilfzation by industries in
 Pattaya and Bangkok, : ' : '
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31 lnuoducuon

- To evaluate this project, 1t 1s. necessary to study the- financial feasi-
- bility of the executive organization in charge 6f fts execution; namely,
s the Pattaya Tourism Develdpment Corperation (hereiﬂafter referred Lo as

“the PIDC), as described in Chapter 2, Organlzation and Hanageeent

These infrastructure ‘systems were planned wlth the accuracy required for
a. feasibility study as demonstrated in Volume 2, Technical Aspects of the
Project. However, the accuracy for the water supply system s still on

~ the same level of the masterplan. Because of the¢ scope of the study

. excludes a feasibility study on the water supply system. The project

- COvers public infrastructures in reglonal and tourism zones in the study
‘avea, -

The major works to be executed by the PTDC will be public infrastructures-
namely, (a) the road and stréet system, (b) the sewerage system, (¢) the
storm water drainage systei, {d) the s61id waste disposal system, {(2) the
port facillties,fand (f) the water supply system,.

Financlal analysis on these projects are c¢oncérned to thése 6 items
(reféred as Catégory A), as a basé case for the evaluation. It is
imformed that the construction and financé of the water supply systenm
have been carried out by the Public Works Department of the Thai Govern-

" ment, - Alternative analysis exeluding the water supply system was made for
the public'iﬁfrastructureS'EOr referenee _purposes.

In’ calculatlng the Financial Iﬂternal Rate of Rétura (hereinafter referted
as IRR), thé whole faitial favestment cost was considered basically to
evaluate the profitability of the pioject. Forefgn léans were combined
with the cash infldw as an alternative case of the PTDC's profitability.

The share of foreign 1oans was expected to reach 50%. of the faitial in-
,vesteent cost.l “The ‘veraindef was expected to be financed by the fiscal
budget of the government, Subsidy by the Thai Goveramént over the amount
of interest payment was taken into considération as an alternative case,

32 Modmsanons of Master Plan

Sone | modlfieatlons on technical matters from the master plan were nade
in the course of the- feasibility study because of the detailed study in
“the field and offfice as well. These were, however, only of & mindr
nature,’ and the fundaméntal requiremeénts of the mastér plan remain un-
changed. - The fmprovement items haveé beea taken Into account in the
¢alculation of cost estimations here.

rHodlfieathn items are summarfzed in Chapter 1 of Volume 1 and the detail

relevant deScriptions ate explalned in the Volume 2 of this report for
Cross exanination.



Table 3.3.1 Total Project Cost by Infrastructute and Othex Pacilitles
Phase 1,‘up to 1986,

_Units midifea Baht

SIS -
Category tand c“::‘w"" Cons-;lting 'l’o_ul l’hys!ul © Project Tota) Project
. o . e
. . L _Ac-;ulsi!lon- Equlpeent Sfervices rac_n_u!es ] ﬁManist:nlm _Cost m
At Eafrastrscruce’! 2L 106.9 65,3 - 935,0 (HY) 98.2 mesn | sbe
3: Ciher Facilittes ' 633.7 951t "§5.1 1,690.9 (571) 3a.8 [PE2TI0 0 s-s 1
Base ties Cost 855.5 1,665.0 1.4 2,688.9 122.0 2,813.9 | 100
Physical Increase - 17.0 1.3 128.3 (31) - 1783
Price Increase - 133.7 12.9 H!i:,ﬁ= {51) - 186,86
Costlogdnifds - 250.7 .2 ey - 2749 13.¢
Sud-Tetal : ' -
Totak Frojéct Cost 855.5 1,918.7 185.5 . 2,959.8 125.0 3,058.8 134,85
i (290) - (651) C(61) (1002) .

Notes:

1 P\.bl{t turratucture sv;cb s Béad and Stuet Sysu—-, Seueu,,e Sysua Smn Vatgt malmge Sysl.ﬂ, .
: Soli4 ¥aste Collectiom and Pisgosal, Port !'ac!llt!es a-x! Water ‘u;-ply Syslm.
. for Flbanclsl and Ecoochlc Analysis. i :
A}z pikér racililles 1 Public Stctor - rourlsn -= A:x:nltj Gote lnla’hd Mthlty !—'aq.lllt les._
-= Fesideatfal & School, !icqlhl asd Open spice
Otker }'acillues ia Palvate Sector — ?:n..rls: —- Batels a-d ?zsta cr2ats
for Econonlie Anzlysis.
*3 i %o coatlogectes et 03 the 1iod Acquisitien.
Table 3.3.2 ' Total Project
Table 3.3.2 Total Pro_;ect Cost of Initastrﬁcture by }{ajor Project COmponents
: Category»A .
. L l':it: Illllm Eaht
Lo . i ] eivil ¥oris "
¥ajor Projest Lo Lend P Oc-:.sqltl'_g '_rot.a.l r‘k,;i:;! . Ryo} Hl to{al hojut. . ‘
| Coepozects tcqilsitfca Eqalpest Secwices ~ Facllities . Mddslrat!m “Cost EXnrit
oad 34 Steeet Systea | 1B2.S 1233 s TR L) ST 39 1.4
'a-euge Sys:a 1B 154.3 T 1.1 1921 (1) is.9 nze | - .
Stefw Wotéx Dralnsge | | 18.4 229 2.4 RN B X v.) 2.5
S}ste—: : H . . : - - .
So31d Waste tsnosal 0.6 19.7 1.8 (22 2y 131 35.2. 1.8
Systea | : - . . h . -
Pert Facilitles - 536 5.4 59.0 (5") 6 1- . ?5.2 : l..l :
¥ater $upply Systemdl 2.2 .3 2.5 $353.0 (ui) n . 3884 JIN
Base 1fce Cost RTINS J6k.9 5.3 fm o Tgk.2 1,092 - 4.6
Fhysical ocrease - 49.5 4.6 541 m) - TR a1
Price Iecedase = 36.6 %2 1.8 (su - 61.8 31
Costisgenelis - 1061 9.8 us.s ' - s | s
Sat-Total - : - : \ E
Total Profect Cost . |- 228 | give o f s SRR 9 ) a,m8a " 604
. @ | o ThE aony. T o -
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"Xote 1 €est oa Vater .Sp;;l'y Systea was estfaated teatat tvely taséd ca ihe stody oatpet by the H‘-utezrp_lm.,




3.3 Cost Estimation
- Cfiteria”fot Eétimatibn

The prices in 1976 ‘have been adoptéd as the base for cost estimations,
International market prices fn 1976 were also adopted for the cost
estimation for. imported goods, As the average charge for freight and
insurance costs from foreign countries to tThatland, 9% of 'the F.0.B.

price was adoPted, with US§ being converted into Thai Baht at the ex-—
changé raté of US$r = 20 Baht.

Houever, the land prices at the end of 1977 were adoPted because of the
- sharp price fncrases (5 to 10 times in the downtown area) from previous
year which was adopted as the base fn master plan,

- Initial Investment Costs

= Construétion Costs have been divided into two kinds of currencies,
 namely, 100&1 and foreign Unskilled labor costs and the tax portion
have been separately calculated for each item.

o COnsulting services, fn this analysis, have been divided into
: design and’ supervision categories,

- Prlce coutingencies have been estimated at 8% and’ physical con-
tlngencies at 7% agalnst the ¢onstruction costs and total consulting
'servlce during the construction period up to 1986,

- Land acquisltion prices at the end of 1977 were adopted for land
unit prices in the eurrent_market. No contingency was taken into
consfderation in land prices.

. Total initial investeeﬁt“cbsts?with‘cdntingeﬂey'for:the infrastructures
- {category A) are estimated at 1,109.9 millfon Baht (U$$55.5 million) of
which land ‘cost is 221.8 million Baht, civil works and equipzent, 813.0
million Baht aad ¢onsulting sérvices, 75.1 willion Baht, On the other
hand,  the ¢osts for other facilities (category B) are estieated at

1,849,% million Baht (US$92.5 million) of which land cost is 633.7 million

Baht and civil works and equipment, 1 ,105 7 million Baht, and consulting
services, 1o, 5 milllon Baht._' .

The rates of land acquisition costs for infrastructures and other facili-
ties are respec;ively 20% and 34% in the fnitial investment cost.

" Notei Nuabers were often counted fractions of 0.5 and over as units and
cut away the rest. 1In case of Inconsistency arong numbers it would
be understood that the flgures weré réunded.



Table 3.3.3_

Haintenance & Operation Cost of Tourism

and Residential Area

'Category A ‘ -
- . o ___,Jg.w lnuou Reht
. ; .  iaaa Stoce Selfd ° ° Marice Watex ' :

!p Year l.cai ‘Se‘.-n.ge ¥ster © vaste % Post scpply _tat.'_l
1|19kt - - - - - - o=
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3 | 1519 - - P L. - L+ L,
L3 A b E 1.1 _— S ¢
5] 1834 0.3 L3 I 2.0 - 0.3 . ‘4,5 A O
6 |1382 | 0.5 1.4 G.3 1.3 0.3 - BEY TR ar
Tl o LI 0.3 16 0.3 .7 a0
8 |13 0.7 b7 [ 0.3 .27 0.3 Ly (.
3] 1585 0.7 1.8 - 0.3 © 3 0.3 o8 [ o
10 | 19356 14 1.8 0.3 3. o3 .8 EXE
njus |ore 1.8 C.3 4.3 0.3 4.8 B
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f = Maintenance and Operation Cost (hereinafter réferred ags M & O cést)

The H & O cost was estimated for the 1n£rastrueture of six compenents
bastog on the following factors; fts capability for maintatning and
operating the facilities’ and the appropriate average amount of money for
preparing the incremental money to cater to the superannuation of facilti-
‘ties. - 1he M & 0 éost is shown in Table 3.3.3.

rThe required number of. manpower for full operation of all 1nfrastructures
. was’ estimated about 300, 'The' total cost 18 349.7 milliton Baht for 27
fyears Up’ to ?006 aad 1is abbut 327 of the total fnitial fnvestfmeént costs.
As-civil works and equipment ¢ost for the infrastructure, 706.9 milifon
Baht {s nceded, The total M & 0 cost is about 50% of the previous cost,
In other uords, annual M & O cost is almost 2% of the initial construc—
tion cost (excludlng land cost).

.‘ Administration Costs

The administration costs cover the salaries and wages needed for project
managenent in_the’ headquarter of the PIDC. HoweVer, these costs ‘have
‘been subdivided in proportion to the scale of investuwent ¢osts and
,apportioned intd each area of the infrastructure items for the sake of
'couvenience for caleulation, :

Adminlstratién costs 3110cated'1nte'SEVen work ftems of six infrastruc-
toré Systéms and amenity ¢ére admianistration,' The total cost up to 2006
is 129 million Baht: (7.1 milldion Baht a year during the. execution of the
project and 3.9 'mfllion Baht a year after completion of the implementa-
tion). Details 6f the cost ave shown fn Table 7 on Annex 8. Petailed
description is preSented in Chapter 2 Organization and Hanagement.

= Depreciatlon Costs

The average . iife duration of civil structures and equipnents have been
estimated respéctively, and then the Sum of Year's Pigits (SDY) Method
has been applied with a 5% book value in order to calculate the anaual
anount of depreciation.

As the depreéiation cost 1s the cost without cash flow, the depreciation
costs are ‘addéd to the sources of the cash flow table.

Ceneéxal View 6f Pattaya from Pattaya Hill
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Table 3.4.1 Total Revenue Residentfal,and Tourism Area, by Type of Works .
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Table j.4.2 Unft Priée'df dﬁérgéS[fpf;Houséﬁoids-in
~ Residential' 'Areas (per household) :

Uniti 'Qéh;i
Ttem - S §efv1¢eﬁcﬁﬁf§és"'f 5  Annual Chafges‘

Road and Street = g 480 (1984)
- A A VR R 960;(1986)
Sewerage _ - i.DIBahtfm3‘(1981)'i | -_  _ =
Storm Hateffbfainage _ | T - i.: i; ’ ‘_',_ébftiésﬁj

S A - _ - 120 {1986)
'Solid'waste bi3poséi_ 'o;I:Béthkgi(iééﬁ) - ) -
Watex Supply . o 2.0 Béhifmj;(1§31)" g -

2;s‘néht}m3 (1986) T

After the Phase I. (19?7 1986), the incoae is 3350méd to be éénstantly

sane for thé réasons that Supplying’ capacity of ‘¢édch Infrastructure be-
cowes constant and that no ptice hikes in thése 1nfrastructures are
considered after 198?.1 ' : : s

The: Operation and maint:

disposal system 1§ expected €6 increase after 1997 due to’ the re- investment
plan for a néw. landfill site. R
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3.4 profit'and Loss Statedent for Infrastrisétire

Revenues f:Om charges afe divided 11itd two kinds of categories' namely,

. serv{ce chatge and ! annual charge".

"Service charge" has been established by harmonizing o current service
i‘éharges such as*for: the water supply system in Pattaya and other areas
fn Tahiland._ A basic c¢oncept for "service charge’ is to cover. enough

‘the H & 0 cost and, administration cost of the each component of in-
frastructure. "Service charge" 9111 be levied on the utilized quantities

- "Annual charge" ts a special charge for the utilization of public

. facilities to coyer the initfal investment in the project where ' ‘service

]

_'charge“ cannot be’ collecteéd or where “sérvice charge"” revenue 15 ex-

?‘peéted to be more’ effective’ inrcovering ‘the initfal favestment cost if

"combined with "annual charge™. The annwal chavges are fixed charges,
such as the basic charges for telephone services, and are levied on

: ;per roop of hotels and per household of residents, etc.

-Unit _prices’ of service charges and annual charges are shown in Table
,2 gnd Table. 3. & 3. The estimates of the number of hotel rooms and

| Tiresidents which are aeeessary for. the caléulation of charge reveiive
" from eéach type of infrastructure are based on the figures in the master

:plan énd ate shoun in ‘Annex 8, Revenué by Infrastructure

: Taﬁlée§;4}3 Unit Price of Charges for the Hotel'Industfg
' Unit: Baht

_ " Ttem B ‘ 'Service.cﬁefges . Annual Charges
"Road and Street : S 1,200 (1984) /room
_ : : : _r o= 4,800 (1986) /roon
‘Sewerage 10.0 Baht/w3 (1981) 1.0 Bahtfn3 (1981)
- , - 10,0 Baht/u3 (1986) 4.0 Baht/w3 (1986)
Storn Haier Drainage ) - 600 (1984) froom
R L - o 1,800 (1986) /xoom
Solid Waste Disposal 0.3 Baht/kg. (1980) ~ . 0.3 Baht/kg. (1980}
Port Factlitles - - 1,200 (1982) /roon

Water Supply . 10.0 Baht/m3 (i?éi) _: _1;0 Béhél@3 (1981)
L - ' 4.0 Baht/m3 (1986)

Note: Annual charges will be converted in the fixed rate as
' shown In Annex 8, Revenue by Infrastructure.



According to the profitc and loss statement, ‘the net operating profit after
the completion of facilities fn tourist and residéntial areds will be both
positive and incomes from these areas eéxceed running costs including de~.
preciation cost, The gross operating profit (G.0.P:) of tourisn area will
be 2.7 times that of the résidential area after. the complétion of the
facilities. From this, ic is easily understood that the wafn’ inc0me source
fs from the tourism aréa rather than the fesidential avea in spite of the -
fact that the amount 6f initial fovestaents are greater fn the residential
area (582) than in the tourism area {42%), .

The’ estimations of consumption are. obtained by multiplylng thé design
capacity specified fn the techinical studies with the efficlency factor
for revenue generating for each system. :

Total revenue will be about 2.4 billion Baht up to 2006' that neans,’ abbut
1.4 tices of the total cost of six fafrastructure COmponenté in¢luding
the initfal investment, M & 0 cost; administratidn cost ‘and cOntingénéies.:

Table 3 4 4 Profit and Loss Statement

~Refer to Table 3.6.1 ‘2 millton Baht.

o . G Expenditure : Gross
_Area . . Revenue | H &§0 Adminlstra- Total Operating'

o _ - _Qost o tiOn Cost Cost o Pro[it

Tourism and 2,376i9  i349.7 . 98,2 4419 1 929,0
Residentfal Avea  (1,585.8) ~ (225.6) (70.8) (296 4) (1 289 4)
' Residential Area 769.5  200,1 . 49.4  250.5  519.0
{410.0) - {121.2) .(28.9) '(150.1) ' (259.9)

Tourism Area - 1,607.4 148.6 - 48.8  197.4  1,410.0

a, 175.8) (104, 4) - (41.9) . (146.3) Q, 029.5)

Tablé 3.4.5 Profit and Loss Statement for Infrastructure'

=it millica Ba% .

e P : X Ttess - -
o. b e b Peweeze | Emesiftere . Crefaticg
X Lzrvice [EFTS Y Torsl (A) !!.l_o. Elalalstéaticn T '! 1 (s  Feefin
. Carge Charje Cest €cst ot ) (}u} = {3)
1| - - - - - - - ’
P 3 1978 - - - - - - -
3 1713 - - = - 3.0 X -3.0
£ |1 2.2 1.4 1.6 1.1 38 5.9 -1.9
5 1541 25.2 2.8 2% 6 .88 4.9 . 133 . S
& 1592 35.1 ’s 5.9 | 2e 5.3 189 Cae
? 1533 - 12.1 5.6 122 15.5 2 811
3 1538 818 Ec B | 63.% 124 15.1 3 N R
9 1533 .7 35.1 73.8 3 RO 18,3 [1.8
30 1355 | 435 S 5.8 1 as 5.3 1. 2.8
A& 1337 : ; : 3% 3.6 R TS A Y e
‘§2 38 | oo . 13.3 piE 10
13 1589 : - ) |3 2 16.4 3.3 .
1% 1595 . : i 13.% [ 1% 2).4
15 1531 e 15,6 3.3
1€ 1532 : . 3.2 16.7 332
1? 1973 . o
13 1734
19 198 ] . . | 4
20 1555 . i3.7 36} R 3 N
FY) 1) B : 3.1 1617 ns
2 1538 : N B ,
251 1593 )
b2 Y
5 F o |
2% 02
E2 B R0 )
Pl 2004 . . ) ]
s s . b . o i 4 . :
» Pans 5.6 $1.) 1.9 “33.% . 3.6 1k.1 - .8
tetal | L4 1,102 2,389 | M52 3.2 0 uny 1,41.0
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In case of the project excluding a water supply system, the net operating
profts both of the tourism and residential areas will be reduced by the
~amount equal’to the lacome: from a water supply system. Nevertheless,

thé net operating profit 1s estimatéd to be positive and will remain almost
the game at the case of including the water supply system. Figures in
Table 3.4.6 show a profit and loss statement fn case of the project ex-
cluding a water supply system,

' Table 3.4.6 Profit and Loss Statement for Infrastructure;

(ekciu‘di_ﬁg‘ Water 'Sttp:pl‘y Systen)

Uage: milifos Baht

: , H . Gross
,.‘o. Yeas "_g E Rt.aven‘ue : ] Expenditure Ogeration
: ‘ ervice Araual Total (A) K.690, Adatatstraticn Total (B} Profie
: s Chacge Chavge e Cost ~ Cost €Ay ~ {B)
1 3911 T - Do fo- D - - =
c2 | 1918 - - - - - - -
P 3 1919 - - - - 2.2 7.2 -2.2
4 1930 2.2 BWY 16 1.1 2.7 4.4 -0.8
- 1981 11.2 2.1 11,3 4.1 3.4 1.5 3.8
(6] ‘19821 359 - 1.9 2.8 5.0 3.7 - 8.7 S 15.1
7 1983 | | 16.3 - 14.0 30.3 5.5 9.2 21.1 -
8 | 1s8a | 1107 23,8 41.5 $.7 9.4 321
9 19ss 19.4 T 30.9 . 50.3 6.2 + 9.9 40.4
.18 1986 § 0 21.5 £5.3 " 61.8 ~ 7.0 ‘3.7 19.7 57.1
11§ 1987 ; 83 1.2 10.35 57.3
12 1988 8.5 10.7 57.1
13 1939 8.6 10.8 527.0
16 1sh0 8.7 10.9 55.9
15 1931 8.8 1.0 56.8
i6 1992 5.9 1.1 56,7
L7 11993
i3 | 19% . : . . :
19 1995 | ) : y : v : v -
20 { 1955 . 8.9 : ‘ - 1.} © B6.7
21 1937 § : ' io.3 12.5 _ 55.3
22 1%38 .
2 1993
2 - 2000
25 2001
26:4 2002 { '
27 | 2003 R IR
24 | 2004 . : ' ' ' o
| 8-y 2005 R R v v L 8
30 W06 | a1s __48.3 . 67.8 . lo 3 2.2 12.5% _ £5.3
Total . | - 53%.2 1,052.64 - 1,586.6 2256 : 70.8 255.4 1,2%0.2




Fig. 1,4. 1 Profit and Loss Statement for Infrastructure.
‘Base Case, without loan, Unit: Hundred thousand Baht.-
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Fig. 3.4.2 ‘Profic and Loss Statement for Tafrastructure

without Loan (excluding water supply system)
Unit Hundred thousand Baht
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36 Cash Flow

The soutces of the cash inflow consfst of the net operating profit and
the deprcciation which are ‘calculated 1in the profit and loss statement.
And 1f the foreign loans are obtalned spEcifically for this project, the
total amount of loans are considered as the sources of the cash flow.

On the other hand the {tem’ of the cash outflow is the investment cost.
1f the fofeign ‘1oans are expected, the lean repayreent and ‘the interest
payment are considered as the applications of cash flow.

The difference between the sources and the applications is the annual

cash balance, and the required years for turning the a¢cumulated annual
_cash balance to the possitive value from the negative value aré defined as
the pay-back period of Investment cost.

3.5.1 - Cash Flow of the ?to;ect‘ for 30 years by 2006

The accumulated cash balance for the project of the tourism area is 885
mfllion Baht!in the surplus, but that of the residential arvea is 218
million Baht fn the deficit. The total accumulated cash balance of both
areas is thus 667 million Baht in the surplus. In short, the incorme
- generated by the: projéct for the residential area covérs all of the
running cost of the infrastructures ‘and 75% of the initial investrment
‘cost for the residential area. - Consequently the tourism industry is
'anticipated financially to supplement the deficit of the outflow
gﬁnerated from the preoject in the residential area.

Undertaking of the burden on the tourism industry, namely as of about
25% of initial investment for the residential area, may be justified on
‘the ground that the industry will be able to carry on thelr profitable
business on the expenditure by tourists who will enjoy the days staying
in the beach resort of good envitonnent in the tourism area and the
residential area as well. :

It is estimated_about US$2.8[(br 56 Baht) for daily ufility charge
petr hotel room by the fndustry. The details are described in Sectfon
3.7, Ability té' Pay Charge and Annex 10

At any event the total ‘cash flow is generally same regatdless of
with or without inclusion of the water supply system in the project.

~ The total accunulated annual balance clearly shows the recovery period
of the initial {nvestrent is 21 years (199?)
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Fig. 3.5.2 Financial cash F10w (Craph) without Loan
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| Table 3.5.1 Pinanciai Cash Flow L

Floscclsl Cssh Flov:

Financial Cash ¥low:

100

(b)  Finaiclal Cash Flou: o)
. Touifsm and Fesfdential . Tourien Area Pesidentiak Area
+ Atea for Infrastrutture for Infrastyucture for Infrastructure
N L uniti eillfen Baht - wnfts pillfoa Baht units  wshMon Baht
Ciwn Net Cash S Ket Cash Net Cash
.\’o.rl’l’ear’ . .h{\?lw Oug)lw h—; - (). _Né' Year : h(n:'{w G‘.glcu (-l;‘lf;i)  No- _Yf"" !r(ugo".r Oug)lc'd “;l:"('z)
1 1. 1971 A O U7 o
2.1918 S 71678 : 2 1918
1 1479 _ %3 <3 31909 Cis.6 La54 3 1979 0.5 -20.5
41480 3.6 74604 -742.8 4 1980 2.5 260.3  -257.8 & 1980 1.4 4859 -484.8
5 1981 266 167,84  -1L.2 5 1981 19 - 136 -10.0 5 1981 1.7 3T -23.0
6 1SB2 A5 8% 39,8 6 1882 M2 361 5.9 6 1832 15.7  S0.1  -3%.4
BRI $6.6 - k5.6 1.0 71983 -39.2 15.5 3.7 7 1983 17.3 .7 -13.4
8 1584 6915 S0 1S3 B K984 458 22.0 3.8 5 1988 237 319 -8.2
9 1985 18.8 S48 26,0 91985  SI.3 20.6 309 . 9 1985 20.6 . -5.5
10198 - §5.9 2.k 28 10 1385 629 10.0 509 10 1985 3L9 120 19.9
11 1937 23l 760 1 138 0.1 5.8 11 1987 13.8 18.1
12 1988 22,7 1.2 32 1988 9.7 s8.2 12, 1988 12,8 19,1
13 1959 2.8 7.0 13 1083 13 . 3959 129 19.0
16 1970 22,9 1.0 18 13H . 151939 1o 15.9
15 1391 23.0 . 76,9 15 191 9.8 $8.1 15 1571 13.1 18,8
16 1692 23.1 76.8 16 1592 16 1952
31533 7 1593 v 193
181998 18 1598 1B 1995
B 1995 19 1935 19 1935
0 1936 ok -20 awes ‘ 30 1936 13.1 18.8
n 157 84 LS N 1N 1.7 $6.2. 21 1597 16.5 15.%
2 1938 26.6 - . 73.5 22 1958 11.2 $6.7 - 22 1938 15.0 16.9
73 1959 : 7 23 199 ' 23 1999
1 2000 24 2000 25 2000
5 2001 ) ‘25 2001 25 - 2001
6 2002 26 2003 16 2002
21 2003 277 2003 21 2003
28 2004 28 200% 28 2004
3 208 - . o awds | 2% 2005
WO 9.9 264 TIN5 M 2046 618 A2 56.7. 30 2066 3.9 15.0 169
Totsl  2,38.9 1,100.3 £59.6 -‘_rom 1.606.8 7112 8846 Total $85.5  -215.%
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Table 3.5.2 Finandial Cé‘sh_‘.ﬁibw"(eifbiﬁdiﬁgjz‘itér, supply system)

() Ffisncisi €ash Flowi (b)  Fiopacis) Cash Flov: () Pisshelsi €exh Flow

Tourisa a6d Pesidential L Foutlsw Aves ... Pesideatin) Aree o

Area {excludiog Water ercluding Vater Supply - Cexcludiog ¥ater Supply
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3,5.2 ‘Caéh:floﬁ'ip'Considétlhg‘Fbraign Loans
inicéﬁéldéfﬁdg fbréigﬁf16ana5 the 1oans have been calculated as the cash
1hfiﬁﬂjétithe'time'bf-disbutsementiraqd corresponding loan repayments
and interest payments havé been added to the cash outflow.

(a) - Loan Conditiona _ . _
‘The cash flow has been siudied taking fntoé account of financing from
overseas fbtjthé_wholé"pub1;¢”1q£fastruptufe, ‘The ambunt of foreign
1oans has been assumed to be 50% of the fnitfal fnvestment, The rest
of the inftla) Investment has been assuméd to be financed by the Fiscal
- budget of the Covernment of Thailand, Domestic private loand will not
be applicable because this project may be regarded as the relatively low
profitability dve té the public fnfrastroceure,
- Loan'Amouht}'SQI’bflthe*initial-inchtment, namely a sum of con-
struction coats, consulting services, contingencies for these twod

ftems and land costs, 7 o . .
- jﬁtefeétﬁxaté;_dgferté _payment'at:?.52,~and when the Govern-
qeﬁt-shbéidizes'the'émount-of woney equal to the sud of the interest,
- Disbursémént} for 6 - 7 years during the construction period for
the fivst phase, . IR ‘ _
~ Repayment Perlod; a grace period of maximum 7. years, and équal
repayment to be pald back by installients over 20 years from 1987
(b) Cash Plow o o
In case of using'loaned‘mbﬁey."thg'cash'flow shows that one half of the
fnvesteent goes to cash fnflow accompanied by the interest paymént.
- The burden of the interest and principal paveent fyom 1987 are very
large. It {8 after 30 years (200@) froa. the stacting polat of
¢alculation (1977) when the accumulated anauval balance turns from
- neégativeé to positive. : '

Hain Beach
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Table 3.6, 1 Financlal Cash Flow, Base Case,
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3.6 Financlal Intersal Rate of Retuin IAR)
S¢parate rates of veturn are calculated for each project areas, namely
the tourfem'area:and the residential area,: To. prevent any arbltrary

~estimation, the: following two policies were taken into account for the.
necessary allocation of cost and planning of a possible utility charge,

a. The cost allocation was made baelcally 1n consideration of the
location of facil!ty. 1f  ¢he facility is utilized by both
‘. areas,- in the casé of the sewege tréatument plant for Pactaya,
" the costs ave allocated proportionally to the rate of’ utility
. demand - or estimated user's consumptions.

B;e*Utility chafges were propased mainly {n consideration of the
ability to pay the charges. Different charge methods are
adopted for the residential area and the tourfsm area.

In additién the: combined rates of return are also calculated as well to
.obtain the ‘overall true pfcture of this project,

On the basis of the above desc¢i ibed assumptions and with an estimated
econdnic 1ife ‘of 30 years, the ‘financial internal rate of return is
obtafved. The rate of réturn. under each key variable is shown in
Seétfon’ 3 8 Sensitivity Analysis and in Annex 14,

(a) Préfitability of: the Project Itself

The IRR for the total investment cost obtained indicates the profit—
ability of the project itself ; .

Table §;653"Financial Internal Rate of Return

. Area : ' . Base Case Alterpative
Tourism . 9.5% 9.0%
"Residential negative negative
Conmbined 3.8z ' 4.0%

Base Case ; for the six eomponents of the infrastructure
Alternative; for the five components of the infrastructure
o ' excluding the YWater Supply System

In case of the bagse ¢ase, the results of the analysis show that the

. accunulated annual balauce of inflow (revenue) from the residential area
. Is negative and this deficit is coveted by the surplus of inflow from
the tourlsm area. That is, the rate of the reveage to the cost on the
tourism . 1ndustr1es fs larger than that for the vesidential area.’

Obtained rate of: retutn for- COmbined is 3.8%Z, This figure must be
Jjustifled as the project iovolves public finfrastructures not only for

the establishment of and improvedent to the sophistfcated infrastructure
o the beach resort bnt also for the features of a rural developueat of

the neighbouring avéa, narely the residential ‘area. It nust bé remaiaed

that the required favestment cost: (0.74 billion Baht or US$37 nillion)
 for the nelghbouring area is about 58Y of the total fnvesiment cost

(1 26 bitlien Baht or US$63 million) '
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{b) Profitability of PTIC's Eq_iti
The rate of return with the forefgn loans in the cash flow 19 shown below,

Tabié 3.6.4 gFinancial_ﬁAte 6f'Rétu¥d'for PIDC's Eduitx

Area Base Case Alternative
Tour1sm | 10.9% - 9,9%
.Residential . - negative : o negative
Combined . _ 0 2z - 0.6%

Base Case j for the six compbnents of the infrastructure,
Alternative; - for the five components of the infraatructure
excluding ‘the water supply system

In case that loaned money is used it should be noted that the profic-
ability of ‘the projéct will be recognized if the profitability is dn -

excess of the veal term interest rate and that the reversed conditions
.Worsens the profitability.r

The profitability of the’ investment for the tourism area s highEr than
the real term fnterest rate and, thus, introduction of the loan to the .

tourism area projects pushes’ the ptofitability skightly upward. “0n the.
other hand, loaned money gteatly worsens the profitability of the
fnvestment for the residential area, The overall ptofitabiiity of the
entire’ projects becomes worse if loaned ﬁOney s used.’

An oveérall combined rate of retirn in use of foreign loans falls dowﬁ to
0.2% and therefore the rate might becomé a négatfve figuré in case that

there should be’ generated unfavorable ohanges in estimated frcome and
operating costs, etc.

_Tablée 3.6. 5 Financial Cash Flow, Base Casel_with Loan
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() ‘Subaidy from the Governhent

If a: subsidy from the cential or local. government is taken into acount

-as much as the equal arcount of the Interest payment for foreign loaned

toney, the return will rise considerably at high level as 7.5%, The
total amount of subsidy is ecstinmated about 700 million Baht, that is
35 mlllion Baht a year.:

_Acéording to the: study, total amount of the incremented business tax

and edrporate dncome tax genératéd from the tourism indiustry will reach
respectively more than'l, 500 milliOn Bahts and 800 million Baht fu total

'As the total amount- of subsldy of 700 million Baht or 35 million Baht a
‘yéar 1s equivalent with about 30% of the’ incremental amount of tax, thus
‘the government may be ‘abte to subsidize ‘an amount for the interest payrment

- on foteign loaned money.

ACCOfding té the government draft on the Pattaya Township Revenue Plan
showa: in Chapter 2, the revenue s estimated 38 million Baht a year by
tax on house and land ‘ete., also 30 million Baht a yead as a special
subsidies fvom the Centfal Covernment of Thailand is appropriated in 1979,

Some portion of these ‘amount of 68 -illion Baht a yéar may be applled
for the interest payment._

The 'I.R. R. in case of Subs!dies Erom Governdents will be as follows.

Base Case H For the six conponents of the infrastructure, will
: be IRR = 7 5%

Aléérnative : for the five components of the imfrastructure ex-
¢luding the Water Supply Systém
= ?.72

Table 3.6.6 Financial Cash ~Flow: Base Case, with
fo - Loan, by Governcent Subsidy
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Table 3.6,7 Cash Balance Of"the_ Project .

- unity million Baht

L eveta ' Ouiflow - NetCash
- S?ste@ B lnﬁe“ lnvg‘!;;eni é;!'gnmci;lﬂ h{%ﬁo __ Total Flow
Road and Street System 638.5 345.3 26.0 46.6  417.9 220.6
Sewerage System 353.3 2197 198 46.1  285.7 - 67.6
Storm Water Drainage System 126.5  48.2 5.6 7.5 .~ 61.3 65.2
Selid HaSte“bispbsal Systen. 290.0  174.0° 13.1~;11?.6- 304,77 514.7
Port Facilities 1775 68.2 6.2 7.8 822 95.3
Water Supply System . 791.1  A06.4 27.4 124.1 557.9  233.2

Fotod | T2,376.5 1,261.8 98.2 349.7. 1,709.7 (667.2)

" (1,585.8) (355 4) (70.8) (225. 6)(1 151.8) (434.0)

Note: Figures ia parentheses shou case of thé projeet exeluding a Water -
supply system.

Table 3,_653 Cash_Balance of the Project for Residential Area
o ' o undty million Baht

~ System . ' lnﬂon 1 meslmen( A.d Osuiﬂ({; &O . Net Cash

L e . : < _ Cost  tratioaCost: Cost To!al . Flow
Road and Street Systemn 221,10 182.0 13.0 '15.3 210.3 1 10.8

Sewerage Systénm _ 117.0 142.7 6.9 33.2 -1‘82.8‘ -65.8

Storm Water Drainage System - 27.7 ' 10.9 2,8 2.5 16,2 11.5

Solid Waste Disposal System . 46,2 .~ 105.4 6.2 70.2  18L.8 -137.6

WatEI:Sdpply_System o ~359.5 1295.1; ZO;Si .79 9. 396.5 -37.0

- 769.5 137.1 49.4 201.1  987.6 -218.1

Total :

(410, 0) (!;l-l 0)(28 9) (121 2) (591 1)(‘181 1)

fabie 3 6 9 Cash Balance of the Proioct for Tourism Area
. G unit: nillfon Baht

| S)s!em | nflow Ilr.\e(s_'_ir?lenl ‘;wm'"c'u& O fota ¥ g‘f"
'Road and Street System o 517.5: 163.3 13 1. ‘ 6 .
‘Sewerage Systen _ | 236.5 - 77:0 13 0 | 12.9 . ulb?;gfﬁl3314_
Storn Hater Drainage System '.98}8 L 37;3 2.8 5.0 ;45.1'2i53;7
-_Solid Waste Bisposal System :245.8 - 68,6 6.9 '47 4 12?.9'}122.9 ;'
‘Port Facilities M5 6812 6.2 7.8 82.2 95.3
‘Hater Supply System . _ i 431.6  ? 110:3'-76:9_: 44 2 :161'6;H270'é‘
__Toiél | | : o 1 ,607,4 . 5247 48.8 148.6  722.1 885, 3

(1 175.8) = (414 ﬁ) (41 9)(104 !l) (560 7) (615, 1)
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37 Abuit’?/ 0 Pai’f'Uti'lsty”Cha‘rges |

No matter how useful the systems and facilitfes may be, if the charges

“are beyond the paying ability of the users, no-one can expect them to
use ' the facilities.‘

'(a) By ¥ Residents

‘The ability to’ pay charges has been found in the recent records of the
Thal Natfonal Census (Statistical Yearbook Number 31, 1974- ~1975), and
the study téam uses the figures in this ‘analysis. The census covers the
5 main regions of Thailand during 1971 to 1973.

;In the Pattaya region, expenditure fn the 1973 statisties was 1,800
:BahtIEOnth for one household ‘each month, As the consumer price index
has risen approximately té 6.5%, average expenditure by a houséhold in
the Pattaya ‘Area estimated to beé about 2,300 Baht as of 1977,

 The limlt of the new charges (service charges and annval charges) for a
-househéld should be: kept in the range of allowable for them. After
‘taking an evaluvation on the avaflable data, an allowable rate has been
:judged to less than 7 SZ of household expenditure.

:The annual fatrease in expenditure ‘and estimated charges is shown below:

Tﬂble 3 7.1 Annval Inérease in Eﬁpenditure and Estimated Charges

S Y - (B) _ - (©)
Year Honthlyu Charges “Charges
o *1 : %2 3
Expenditure Upper limit  BfA  Estimated C/fA c/B
1977 - 2,300 170 L 7.52 - - -
- 18 ;'_2,420 . 180 27.,5% - - -
79 2,560 0 - 190 -7.5% - - -
80 2,660 200 . . 7.5% 12 0.5% 6%
81 2,800 210 758 75 2.72 362
82 . 2,940 220 7.5% 76 2.6% 34%
83 3,080 Lo 230 7.5% - 82 2,72 357
- 84 3,240 240 7.5% 133 4.1% 55%
85 . 3,400 " 260 2.5% 161 4.7% 631
86 3,570 2160 - 1.5% 189 5.3% 71

%] Monthly expendlture after 1977 is assumed to increase at a
‘xate of 5% a year.

- %2 Charges here do not include c¢harges for eiisting facilities
(infrastructure f.e. solid waste disposal, watér supply etc.)

*3  Refer to Annex‘g and Annex:10.

eHbst of the fnfrastructures will stavt operating after 1980, and monthly
- charges per household will rise from 0.5% (12 Baht) to approximately 5%
(139 Baht) of monthly exPenditure in 1986.

Percentage of ‘the amount of chargés té the monthly expenditure will

increase year after year, houever the public charge expenditure in 1986,
when it is the peak, will be 189 Baht/wonth, which is equivalent to 5.3%

of the total expenditure (3,570 Baht/month}. This rate being lower than

- the estimated maxinum allowable percentage of 7.5%, it is expected for

the resldents to actept thé Infrastructure with the proposed utility charges.
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Tablée 3.7.2 Increrental Utility Chargess Hdtel Ihdustry

s - _unit: thousand Bahtlfoémlyear
T o : T "‘Cuirent . Increméntal

o ol B SN e DU, oGSyl
T e R g e B S
1977 31.2% ~ - -~ 190 - 5.2 -
1978 34.0 - .- 86,1 - s -
1979 40.0 = - = d01.2 IR W -
1980 454 0.7 0.3 1.0 1149  0.9% 5.8 -
1981 50.3 1.8 5.5 7.3 1213 5.7 6.0 - 1.3
1982 - '55.3 A5 6.1 10,6 1400 7.6 6.2 44
1983 58.3 7.6 6.4 14,0 147.6 9.5 6.3 1.7
1984 65.7 9.4 7.2 166  166.3 - 10.0 6.6 - 10.0°
1985 72.6 ~ 10.9 8.0 18.9 183.8° 10.3 . 6.9  12.0
1986 80.0 14,2 8.3  23.0 202.5 114 7}2_ 15,8

Notes lj Curxzreant utility:éhatge:' assured about 3% of sales as’ follows.
= average expéenditure : 433 Bahtfguest night==693 Bahtlroom night.
- CUrfént;ﬁtility cost: Water Supply, 10 Sahtla room night '
Seweragk,rlﬂ‘BahtIa'réoh night.
,Soiid'waste ‘etc. 2 Béhtla fQom”higﬁt

_ : “Total 22 Bahtla roon nlght:
- Rate: 22 + 693 = 0.03 = 31
: ' o (1.5% of fixed 1. SZ of variable with (R))
i 2) Increnental utility chargela voonr day.,
| New charge ~ . US$2.7/roon day
'Current charée: US$1.1/roon déy

‘Tacreméntal US$1.6/roon day
| when‘_ Rooa Occupancy rate is 501.
1) Total sales from the model study n Annex 4;
| Foreign tourist lSO,?_x 0.74 (share for 30 yééfs)_
 Doméstic tourist 106.0 x 0,26 (share for 30 yeirs)

139.2 million BahthSD rbéﬁs-yéat :
253.1: thousand BahtIrOOm year

693 Bahtlroon*day

433 Bahtlguest day

i

n
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i (b) By the Tourien Industiies

_The ability to pay utility charge by the tourism industry was evaluated
- 4n congideration of the affects of the charges to the gross operating
profit for their business, At’ first, the charges are estimated based on
the financial feasibility of the project considering a relatively low
abillty to pay charge by the residents, Secondly, the proposed chatges
were evaluated by the capability of paying charges by the tourism Industry.

As shown on’ Section 3.4, Profit and Loss Staterent, unit price of utflity
charges for the {ndustry are proposed as “seéervice charge' and ' annual
* charge"” for each utility provided.

¥or the hotel industry, these utfility charges aré estimated as shown in

' Annex 10, Table-1.! The fixed annval charge 1s 14.2 thousand Baht a year-
room and a Variable sérvice charge is 11 thousand Baht a year-room in case
" of [ull room occUPanéy through a year.

At the -end of phase 1, 1986, new utility charge will becorme 23 thousand
Baht/roon year and the gross operating profit will 47.7 thousand Bahtf
Yoom year, On the other hand, the current low gross operating profit as
10 thousands Baht/r00m yea¥ in deficit wild continue if the prOJect will
not be implementéd. Refer to Annex 4 and Annex 11,

_Therefore increuental profit by the. project fs estimated 57.4 thousands
Baht/roon year as a differential ‘anount of both cases.

In cher kords,_the horel industry willﬂgain the incremental profit of
about 2.5 times of an amount of the utility charge.

When the roonm occupancy rate is lower than the rate of break even point
of profit the hotel fadustry is not able to pay an utility charge.

The hotel business activity will be malntained by about 50%Z of the room

océupancy rate. - Annual increase ‘of the uwtility charge uill be as shown
on Table 3.7.2, :

For ‘the other tourism related 1ndustries utility charges are . proposed as
shown on Annex 2. - A same raté of charge for the hotel industry will be
“levied to the other industry such as shops, restaurants and ete..

The rate of net. profits before tax will be 18.7Z and 3.4% in 1986 for the
hotel 1ndustry and for the ‘other tourism industries respectively.

Without the project the rate of net profits for the hotel industry will
~be’ at 1ower level soéme of minus 302. The details are shown on Aanex 12,

' Profit and Loss Statement of . Tourism Industries,

From the fact nentioned above, it ¢an bé concluded that the tourisa
1ndustries are able to afford to pay utility charges.
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3 8 Sensltmty Aﬂalysis and Ils Evaluation '

- On. the baais of the described asaumptions and with an estimated econonic
life of 30 years, the finanéfal Internal rate of return of the invest-
‘ments 1a thé project area, both areas of the tourism and residential,

‘would be 3.8% in the basic¢ case and 0.2% fn the return on equity with a
foreign Ioan.

'Key varlahle {tenms for the sensitivity analysis are the construction

'costs, the réevenus from utflity charges and the interest rate. The tesults
are shoun in Table 3.8.1.

fablé 3.8.1 Sensitivity Tests (in %)

Basic:*l ' Return on *2
S e Case Equity
© Bast Estimate , 3.8 0.2
Change o :

| COnstructlon Costs +102 2.9 negative

-0 4.7 | 2.3

2 Pricés‘(revenues) +10% - 4.8 © 2.5
ST A ~10% 2.6 negative
'lntefest”Rate 3 41X - negative

' .- 1% : - : R Y |

NOtes. 1) Basic case shous a profitability of the pro;ect as a whole.

2) Réturn on Equity shows a profitability of the PTDC.
“3) Interest Rate 7.5 1%,

The rate of teturn uould be particularly sensitive to changes in the
révenue from utility charges. However, the risk’ of the revenue decreas-
ing wore than 10% is éonsidered small. Because of the unit price of
utility charges are uider the’ chargeable level, nauely within the ability
- 6f users to pay. ‘And also’ efficiency on revenue gaining was taken
" c0nsiderétion fOr estimating the chargeable conéuaption by each user.

" Refer to Annex 9 and 10, .

The rate in the éasé when thé water supply systenm is’ excluded from the

Tprojact will become tn similar to the results for the project including
the system.._ ,

The ¥ateé ia the sensitivity test in the basic case are all positive.
‘A rate 6f 3,8% would be considered sufficient level for the retura

;considering thé naturé of the projeét. It can be concluded that thié
_1ptoject is financially feasible.

jhe tate on the equlty by the PTBC with use of foteign leoaa would be
C0.2% in ‘the best- éstinmate, It is considered veéry low so that the rate
would be declined to ‘the negative level by 10% tacrease of the construc-
tion cost or by 10X decrease of the revenue from the utility charges.
,‘Houever, 4f a-subsidy’ fr0m the goverament for the amdunt of interest
payment” 1s secured, the: rate of return would rise up to 7.51.

']Sensitlve of the fntevest rate to the vate of Yéturn is shown in Fig.
3.8, 2 - : _
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