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Article ]. THE AGREEMENT

The purpose of this Agreement is to set out the understandings of the Parties named
above (‘‘Parties’’) with respect to the undertaking by the Borrower of the Project described
herein and with respect to the financing of the Project by the Parties.

Article 2. THE PROJECT

Definition of Project. The Project, which is further described in annex 1, will
consist of enhancing the capability of the Department of Agricultural Extension (DOAE)
to help farmers adopt improved practices which will increase agricultural production and
raise farmers’ incomes, through the expansion of the DOAE’s extension personnel and
the establishment of comprehensive training programs for such personnel to increase the
quality and effectiveness of their services. Annex 1, attached, amplifies the definition of
the Project contained in this article.

Within the limits of the definition of the Project in this article, elements of the
amplified description stated in annex 1 may be changed by written agreement of the
authorized representatives of the Parties named in section 9.2 without formal amendment
of this Agreement.

Article 3. FINANCING

Section 3.1. THE LOAN. To assist the Borrower to meet the costs of carrying out
the Project, A.I.D., pursuant to the Foreign Assistance Act of 1961, as amended, agrees
to lend the Borrower under the terms of this Agreement not to exceed three million United
States (‘“U.S.”’) dollars ($3,000,000) (‘‘Loan’"). The aggregate amount of disbursements
under the Loan is referred to as “‘Principal.”” The Loan may be used to finance foreign
exchange costs, as defined in section 7.1, and local currency costs, as defined in section
7.2, of goods and services required for the Project.

Section3.2. BORROWER RESOURCES FOR THE PROJECT. (a) The Borrower agrees
to provide or cause to be provided for the Project all funds, in addition to the Loan, and
all other resources required to carry out the Project effectively and in a timely manner.

(b) The Project is an integral element of the RTG National Agricultural Extension
Project (NAEP), a coordinated enterprise having a total cost estimated at fifty-eight million
five hundred thousand U.S. dollars (US$58,500,000). The NAEP is being undertaken
by the Borrower with the assistance of a loan of twenty-eight million U.S. dollars
(US$28,000,000) from the International Bank for Reconstruction and Development to
finance the construction of physical facilities, the acquisition of commodities, and certain
training and advisory services. The resources provided by the Borrower for the NAEP,
including costs borne on an ‘‘in-kind’’ basis, will be not less than the equivalent of
twenty-seven million five hundred thousand U.S. dollars (US$27,500,000).

Section 3.3. PROJECT ASSISTANCE COMPLETION DATE. (a) The ‘“Project Assis-
tance Completion Date’’ (PACD), which is June 30, 1981, or such other date as the
Parties may agree to in writing, is the date by which the Parties estimate that all services
financed under the Loan will have been performed and all goods financed under the Loan
will have been furnished for the Project as contemplated in this Agreement.

(b) Except as A.I.D. may otherwise agree in writing, A.I.D. will not issue or
approve documentation which would authorize disbursement of the Loan for services
performed subsequent to the PACD or for goods furnished for the Project, as contemplated
in this Agreement, subsequent to the PACD.

(¢) Requests for disbursement, accompanied by necessary supporting documen-
tation prescribed in Project Implementation Letters, are to be received by A.I.D. or any
bank described in section 8.1 no later than nine (9) months following the PACD, or such
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other period as A.1.D. agrees to in writing. After such period, A.I.D., giving notice in
writing to the Borrower, may at any time or times reduce the amount of the Loan by all
or any part thereof for which requests for disbursement, accompanied by necessary
supporting documentation prescribed in Project Implementation Letters, were not received
before the expiration of said period.

Article 4. LOAN TERMS

Section 4.1. INTEREST. The Borrower will pay to A.L.D. interest which will
accrue at the rate of two percent (2%) per annum for ten years following date of the first
disbursement hereunder and at the rate of three percent (3%) per annum thereafter on the
outstanding balance of Principal and on any due and unpaid interest. Interest on the
outstanding balance will accrue from the date (as defined in section 8.5) of each respective
disbursement and will be payable semi-annually. The first payment of interest will be
due and payable no later than six (6) months after the first disbursement hereunder, on
a date to be specified by A.1.D.

Section4.2. REPAYMENT. The Borrower will repay to A.1.D. the Principal within
forty (40) years from the date of the first disbursement of the Loan in sixty-one (61)
approximately equal semi-annual installments of Principal and interest. The first install-
ment of Principal will be payable nine and one-half (9%%) years after the date on which
the first interest payment is due in accordance with section 4.1. A.1.D. will provide the
Borrower with an amortization schedule in accordance with this section after the final
disbursement of the Loan.

Section 4.3. APPLICATION, CURRENCY, AND PLACE OF PAYMENT. All payments
of interest and Principal hereunder will be made in U.S. dollars and will be applied first
to the payment of interest due and then to the repayment of Principal. Except as A.1.D.
may otherwise specify in writing, payments will be made to the Controller, Office of
Financial Management, Agency for International Development, Washington, D.C.,
20523, U.S.A., and will be deemed made when received by the Office of Financial
Management.

Section 4.4. PREPAYMENT. Upon payment of all interest and any refunds then
due, the Borrower may prepay, without penalty, all or any part of the Principal. Unless
A.LD. otherwise agrees in writing, any such prepayment will be applied to the installments
of Principal in the inverse order of their maturity,

Section4.5. RENEGOTIATION OF TERMS. (a) The Borrower and A.1.D. agree to
negotiate, at such time or times as either may request, an acceleration of the repayment
of the Loan in the event that there is any significant and continuing improvement in the
internal and external economic and financial position and prospects of Thailand which
enables the Borrower to repay the Loan on a shorter schedule.

(b) Any request by either Party to the other to so negotiate will be made, pursuant
to section 9.2, and will give the name and address of the person or persons who will
represent the requesting Party in such negotiations.

(¢) Within thirty (30) days after delivery of a request to negotiate, the requested
Party will communicate to the other, pursuant to section 9.2, the name and address of
the person or persons who will represent the requested Party in such negotiations.

(d) The representatives of the Parties will meet to carry on negotiations no later
than thirty (30) days after delivery of the requested Party’s communication under sub-
section (c). The negotiations will take place at a location mutually agreed upon by the
representatives of the Parties, provided that, in the absence of mutual agreement, the
negotiations will take place in Thailand at the Borrower’s Ministry of Finance.
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Section 4.6. TERMINATION ON FULL PAYMENT. Upon payment in full of the
Principal and any accrued interest, this Agreement and all obligations of the Borrower
and A.L.D. under it will cease.

“Article 5. CONDITIONS PRECEDENT TO DISBURSEMENT

Section 5.1. FIRST DISBURSEMENT. Prior to the first disbursement under the Loan,
or to the issuance by A.1.D. of documentation pursuant to which disbursement will be
made, the Borrower will, except as the Parties may otherwise agree in writing, furnish
to A.L.D. in form and substance satisfactory to A.I.D.:

(@) An opinion of counsel acceptable to A.I.D. that this Agreement has been duly
authorized and/or ratified by, and executed on behalf of, the Borrower, and that it
constitutes a valid and legally binding obligation of the Borrower in accordance
with all of its terms;

(b) A statement of the names of the persons designated pursuant to section 9.2 as
additional representatives of the Borrower, together with a specimen signature of
each such person and a statement of the extent of his or her authority; and

(¢) A request for an initial quarterly advance to meet incremental training costs, sup-
ported by detailed projections of anticipated expenditures for such costs (the same
such request shall be submitted for any further quarterly advances).

Section 5.2. ADDITIONAL DISBURSEMENT. Prior to disbursement under the Loan,
or to the issuance by A.I.D. of documentation pursuant to which disbursement will be
made, for any purpose other than the first two quarterly advances to meet incremental
training costs, the Borrower will, except as the Parties may otherwise agree in writing,
furnish to A.I.D. in form and substance satisfactory to A.I.D.:

(a) Revisions updating the implementation and financial plans attached to annex 1 as
attachments A and B; and

(b) Evidence that the Borrower has entered into a loan agreement with the International
Bank for Reconstruction and Development (IBRD) which has been deemed effective
and which, in A.I.D.’s judgment, will provide resources adequate to complete the
NAEP (in conjunction with those resources provided by the Borrower and A.1.D.)
and which contains terms satisfactory to A.I.D. concerning the provision of training
facilities, extension agent housing, training equipment and vehicles for extension
agent transportation, and augmentation of staff personnel, staff reorganization, and
delegations of authority.

Section 5.3. NOTIFICATION. When A.I.D. has determined that the conditions
precedent specified in sections 5.1 and 5.2 have been met, it will promptly notify the
Borrower.

Section 5.4. TERMINAL DATES FOR CONDITIONS PRECEDENT. If all of the condi-
tions specified in section 5.1 and section 5.2(a) have not been met within ninety (90)
days from the date of this Agreement, or if all of the conditions specified in section 5.2(b)
have not been met within one hundred and eighty (180) days from the date of this
Agreement, or such later date or dates as A.1.D. may agree to in writing, A.I.D., at its
option, may cancel the then undisbursed balance of the Loan, to the extent not irrevocably
committed to third parties, and may terminate this Agreement by written notice to the
Borrower. In the event of such termination, the Borrower will repay immediately the
Principal then outstanding and any accrued interest; on receipt of such payments in full,
this Agreement and all obligations of the Parties hereunder will terminate.
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Article 6. SPECIAL COVENANTS

Section 6.1. PROIECT EVALUATION. Except as the Parties may otherwise agree
in writing, the Borrower will carry out an evaluation program for the Project in accordance
with the evaluation plan set forth as attachment C to annex 1 to the Agreement.

Section 6.2. IBRD LOAN AGREEMENT. The Borrower covenants that it will carry
out the arrangements under the IBRD loan agreement described in section 5.2 above and
agrees that any default in the performance of Borrower’s undertakings under that loan
agreement may, at A.I.D.’s option, be deemed an event of default under this Agreement.

Article 7. PROCUREMENT SOURCE

Section 7.]1. FOREIGN EXCHANGE cOSTS. Disbursements pursuant to section 8.1
will be used exclusively to finance the costs of goods and services required for the Project
having their source and origin in countries included in code 941 of the A.I.D. Geographic
Code Book as in effect at the time orders are placed or contracts entered into for such
goods and services (“‘Foreign Exchange Costs’’), except as A.l.D. may otherwise agree
in writing, and except as provided in the Project Loan Standard Provisions Annex, section
C.1(b), with respect to marine insurance.

Section 7.2. 1.OCAL CURRENCY cOSsTS. Disbursements pursuant to section 8.2 will
be used exclusively to finance the costs of goods and services required for the Project
having their source and, except as A.I.D. may othcrwise agree in writing, their origin
in Thailand (*‘Local Currency Costs’’).

Article 8. DISBURSEMENTS

Section 8.1. DISBURSEMENT FOR FOREIGN EXCHANGE COSTS. (a) After the sat-
isfaction of conditions precedent, the Borrower may obtain disbursements of funds under
the Loan for the forcign exchange costs of goods or services required for the Project in
accordance with the terms of this Agreement, by such of the following methods as may
be mutually agreed upon:

(1) By submitting to A.I.D., with necessary supporting documentation as prescribed in
Project Implementation Letters, (A) requests for reimbursement for such goods or
services or (B) requests for A.1.D. to procure commodities or services in Borrower’s
behalf for the Project; or

(2) By requesting A.I.D. (A) to issue Letters of Commitment for specified amounts to
one or more U.S. banks, satisfactory to A.1.D., committing A.I.D. to reimburse
such bank or banks for payments made by them to contractors or suppliers, under
Letters of Credit or otherwise, for such goods or services or (B) to issue Letters of
Commitment or other assurances directly to one or more contractors or suppliers,
committing A.I.D. to pay such contractors or suppliers for such goods or services.

() Banking charges incurred by Borrower in connection with Letters of Com-
mitment and Letters of Credit will be financed under the Loan unless the Borrower instructs
A.LD. to the contrary. Such other charges as the Partics may agree to may also be
financed under the Loan.

Section 8.2. DISBURSEMENT FOR LOCAL CURRENCY COSTS. (a) After satisfaction
of conditions precedent, the Borrower may obtain disbursements of funds under the Loan
for local currency costs required for the Project, in accordance with the terms of this
Agreement, by submitting to A.I.D., with necessary supporting documentation as de-
scribed in Project Implementation Letters, requests to finance such costs.

(b) Disbursements of local currency will be made not more often than quarterly,
commencing with the first full month after satisfaction of the conditions precedent specified
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in section 5.1 above. For the first four quarters the Borrower may request disbursements
in advance to cover anticipated eligible local currency costs; for the fifth and succeeding
quarters disbursements will be made on a reimbursement basis.

(¢) The local currency needed for disbursements hereunder may be obtained by
acquisition by A.L.D. with U.S. dollars by purchase. The U.S. dollar equivalent of the
local currency made available hereunder will be the amount of U.S. dollars required by
A.L.D. to obtain the local currency.

Section 8.3. OTHER FORMS OF DISBURSEMENT. Disbursements of the Loan may
also be made through such other means as the Parties may agree to in writing.

Section8.4. RATE OF EXCHANGE. If funds provided under the Loan are introduced
into Thailand by A.L.D. or any public or private agency for purposes of carrying out
obligations of A.I.D. hereunder, the Borrower will make such arrangements as may be
necessary so that such funds may be converted into currency of Thailand at the highest
rate of exchange which, at the time the conversion is made, is not unlawful in Thailand.

Section 8.5. DATE OF DISBURSEMENT. Disbursements by A.I.D. will be deemed
to occur (a) on the date on which A.I.D. makes a disbursement to the Borrower or its
designee, or to a bank, contractor or supplier pursuant to a Letter of Commitment, contract,
or purchase order; or (b) on the date on which A.I.D. disburses to the Borrower or its
designee local currency acquired in accordance with section 8.2(b).

Article 9. MISCELLANEOUS

Section 9.1. COMMUNICATIONS. Any notice, request, document or other com-
munication submitted by either Party to the other under this Agreement will be in writing
or by telegram or cable and will be deemed duly given or sent when delivered to such
Party at the following address:

To the Borrower:

Mail address:
Ministry of Finance
Royal Grand Palace
Bangkok, Thailand

Cable address:
MINANCE
Bangkok, Thailand

To A.1.D.:

Mail address:
United States Operations Mission
to Thailand
American Embassy
Bangkok, Thailand

Cable address:
USOM
Bangkok, Thailand

All such communications will be in English, unless the Parties otherwise agree in
writing. Other addresses may be substituted for the above upon the giving of notice.

Section 9.2. REPRESENTATIVES. For all purposes relevant to this Agreement, the
Borrower will be represented by the individual holding or acting in the office of Minister
of Finance, and A.L.D. will be represented by the individual holding or acting in the
office of Director, United States Operations Mission to Thailand, each of whom, by
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written notice, may designate additional representatives for all purposes other than ex-
ercising the power under article 2 to revise elements of the amplified description in annex
1. The names of the individuals designated as additional representatives of the Borrower,
with specimen signatures, will be provided to A.I.D., which may accept as duly authorized
any instrument signed by such representatives in implementation of this Agreement, until
receipt of written notice of revocation of their authority.

Section 9.3. STANDARD PROVISIONS ANNEX. A “‘Project Loan Standard Provi-
sions Annex’’ (annex 2) is attached to and forms part of this Agreement.

IN WITNESS WHEREOF, the Kingdom of Thailand and the United States of America,
each acting through its duly authorized representative, have caused this Agreement to be
signed in their names and delivered as of the day and year first above written.

Kingdom of Thailand: United States of America:
By: SUPHAT SUTATUM By: CHARLES S. WHITEHOUSE
Minister of Finance Ambassador

ANNEX I. DESCRIPTION OF THE PROJECT

This Project is onc element of a joint Royal Thai Government, IBRD, and AID effort to
strengthen and expand the Department of Agricultural Extension (DOAE) services to farmers in
rural Thailand. The total Project is called the National Agricultural Extension Project. The AID
element is called, by AID, the Agricultural Extension Outreach Project. Over a four-year period
extension services will be expanded and upgraded in thirty-three provinces to meet the needs of
2,200,000 farm families, 60% of Thailand’s rural population that till 54% of the land. The DOAE
will be reorganized to move responsibility with commensurate authority to the field; office, housing
and training facilities will be constructed; transportation will be provided to extension personnel;
and at least one agent will be recruited, trained and placed in each of 3,200 sub-districts (tambons)
in the Project area. At least one model farmer will be selected in each of 29,000 villages as the
focal point for extension activities in that village.

Training, aimed at increasing the capability of the DOAE and development of its staft, is a
central feature of the Project. New and existing staff will be trained in extension methodology and
relevant agricultural knowledge for their job location. Through the AID-financed element of the
Project, extension personnel at all levels will be trained and made to understand their responsibilities.
Training emphasis will be on making the trainee responsive to the rural farmer; helping the farmer
solve specific local production problems, improve his welfare, minimize his risks and/or make
greater profit. Training programs and Project plans will be designed to satisfy these objectives.
The Project is developed on the premise that the future of agricultural development in Thailand
will be largely determined by the skills, knowledge and problem-solving capabilities of the rural
Thai farmers themselves.

The purpose of the Project then is to provide effective agricultural extension scrvices at the
village level in the thirty-three Project provinces.

Achievement of the Project purpose will contribute to a higher goal; that is to increase the
productivity and income of people who live in the rural areas of Thailand, with emphasis on the
poorer small farmer.

It is expected that at the end of this Project the following conditions will exist:

— A system of pre-service and in-service training for extension personnel operating cffectively
in 33 provinces;

—— Effective coverage of villages in 33 participating provinces by extension agents;

— Ratio of extension agents to farm families is at least 1:800;
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— Average frequency of agent visits per village will be at least twice a month;

— Routine interaction between researchers, extension personnel, and farmers established at village
and district levels; - :

— 25% of farmers in Project villages are adopting new practices by the end of 1981;

— Reduction of the gap between current and potential crop yields of at least 50% based on local
research stations’ yields;

— Farmers’ views and needs influence RTG decisions and plans for extension programs;
— RTG decision to expand Project coverage to remaining 38 provinces.

To bring about these expected conditions new personnel will be recruited; new and existing
personnel will be trained; and a farmer-responsive organizational framework will be established
that is linked with research activities, and which allows feedback of information from small farmers
to government for action.

1. People to be involved

The Project will link extension personnel to the rural farmer. At least one unpaid model farmer
will be selected from each village. These farmers will be the focal point for the activities of the
tambon extension agent; e.g. site of new cropping practice demonstrations, on-farm research trials,
farmer training sites, etc. Model farmers will be selected on the basis of their progressive attitude,
leadership, respect of peers, etc. Over the life of the Project approximately 29,000 model farmers
will be selected and their farms will be used to prove the benefits of new cropping techniques.

At least one agent will be placed at the next higher administrative level, the tambon. These
agents will be full time RTG civil servants and will be recruited mainly from vocational agriculture
schools. Priority will be given to those graduates with agricultural backgrounds, who are from the
area to which they will be assigned and have the ability to relate easily to farmers. Over the life
of the Project approximately 3,200 tambon agents will be recruited, trained, and placed.

At the district level approximately three extension agents, including one chief, will be re-
sponsible for extension activities in that district. Although some recruitment will be necessary,
most of these people are available from existing staff. Limited numbers of new recruits will also
be necessary to staff the provincial, regional, and national levels.

2. Training Project personnel

Training will be provided to personnel at all administrative levels including regional subject
matter specialists and training officers, provincial agents, district agents, tambon agents.

Training modules will be developed for each crop to be emphasized under the Project. The
segments of the module, fitted to each level of training, will vary in complexity, e.g., extensive
information in the regional subject matter specialist segment and a relatively simple segment for
the tambon agent. Following training, the appropriate segment of the module will be used by the
extension officers as their information handbook on that crop. Emphasis at all levels will be on
providing technical information relevant to the farmers’ needs and on training that will make the
extension officer better able to effectively serve the Thai farmer.

No formal training sessions are planned for the farmers. Rather the emphasis will be on face
to face contacts of agents and farmers and observations and practical training on the model farmers’
farms. After the farmers have made the decision to ‘‘risk’’ adopting new cropping techniques, the
agents will assist them with their production, credit, and marketing problems.

Training at the higher levels will be based on “‘real’’ farm production problems and in addition
to introducing new cropping technology will include training on credit access, marketing sources,
establishing rapport with farmers, etc.

3. The organizational framework

The DOAE extension network will be reorganized and responsibility with commensurate
authority delegated to focus the activities of extension personnel at all levels toward the rural farmer
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and his family. New working procedures will be developed to link the DOAE more closely with
the farmer.

An inter-ministerial-level national extension committee will be formed to coordinate Project
implementation and extension activities of the DOAE with other rclated elements, e.g. agricultural
input supply, irrigation, credit, marketing, etc. Provincial extension working groups will coordinate
provincial agricultural extension scrvices with other related activitics in the provinces. Provincial
technical working groups will determine research needs for the province.

The Project design recognizes that reorganization is not the solution—but reorganization
accompanied by authority delegated to the lower levels is needed to increase services to the rural
farmer.

The Project further recognizes the extensive gap bctween research and extension. Systems
will be developed and incorporated into the Project to close this gap through on-farm research
trials, exchange of research and extension personnel, local committees (district, tambon) voicing
research needs to the national extension and provincial extension committees directing activities
of researchers. The feedback of information from the farmer level to all the higher levels will be
encouraged and promoted by evaluating extension agents at all levels on their responsiveness to
farmers.

ATTACHMENT A TO ANNEX ]. ]MPLEMENTATION PLAN

This Project is of four years® duration. Each year during the four years new provinces will be
brought into the Project and training will be initiated at all levels. Once the training has been
initiated it is a continuing exercisc. Training will have been initiated in all of the 33 provinces to
be included in the Project by the end of FY 1980.

1. PPT and CPS charts

The step-by-step schedule of implementation will be spelled out on the Project Performance
Tracking (PPT) Chart and is on the Critical Path Schedule (CPS) (table A-1), which details the
tasks and the critical path for the first-year operation. Activities are further detailed and quantified
in annex I and in the logical framework (annex C of the Project paper). Four salient features should
be noted:

(i) The whole multiplier cascade of annual training has a long annual cycle. As shown on
the CPS chart, it is 22 wecks from the beginning of the train-the-trainers workshop (TTM, week
15) to the end of the course for the tambon agents (TAL, week 36). This whole sequence must be
repeated for at least the first thrce years of the Project.

(ii) This means that the launching and on-time completion of the training sequence determines

.~ when action on demonstrations can start in the field. In the first year, work on demonstrations
cannot start until the sccond week in May; in subsequent years the training can start earlier and
the tambon agents can start work in the field in April.

(ili) The timing of the first-year operation is heavily dependent on early implementation
actions. As shown on the CPS recruitment of an initial consultant (RCO, week 12), is essential to
get TTC (train trainers, curriculum set) by weck 14, so that the whole sequence can start on time.
From week 6 to week 12, AID/W is on the critical path.

(iv) The RTG Project management staff is emphasizing the use of the Critical Path Method
(CPM) in keeping this Project operating on time. A Thai version of the CPS is being presented to
all involved in the Project as the official schedule. At the request of the RTG Project management,
the design team has given the planning section of the Division a thorough course in the application
of the Critical Path Method.

Subsequently, two CPS charts will schedule the operation for each year; the first will schedule
the preparations for the training cycle, and the sccond will schedule the training cycle and prep-
arations for demonstrations.
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2. Technical assistance

The AID loan will provide funding for 48 months of technical assistance for a full time
agricultural extension training advisor and for 15 person-months of consultant services. The long-
term advisor will assist with all aspects of the training programs that make up the Project. The
consultants will assist in the areas of (1) extension training, (2) production of audio-visual aids,
and (3) training module evaluation. Position descriptions for both the long-term advisor and the
short-term consultants are included in annex B-3 of the Project paper.

The long-term advisor is expected to arrive in July, 1977. The first of the short-term consultants
will be nceded as soon as the advisor has had an opportunity to get a feel for the Project and the
directions he wants to go—in other words, within at least two months of the advisor's arrival. At
this time it is not possible to determine an exact scheduling for the consultants, but it would be
during the first three years of Project implementation, in about equal numbers of person-months
each year.

The Development Support Communications Services (DSCS) of the UNDP will, during the
first year, establish methods for and assist in evaluation/monitoring on a continuing basis and assist
with developing DOAE capability in preparation and utilization of training materials. During the
first year this assistance will be funded in part by AID. After that time DSCS expects to have its
own funds available for such assistance.

3. Coordination with IBRD loan

IBRD staff members who have been working in Thailand with the Bank’s documents for the
proposed loan estimate that their loan will be signed by July, 1977. Procurement of training materials
and construction of training centers could begin at that time. Given the amount of equipment already
available to DOAE and the training facilities available in the northeast, the implementation area
for the first year, such a schedule of IBRD inputs would combine well with the AID Project.

In the event that the IBRD loan signing is delayed, the Bank has authorized and the RTG
is using funds, now available, from the Northcast Rural Development Loan for immediate
implementation.

4. AID monitoring procedures

AID’s monitoring of the Project will be carried out by the USOM Project officer assigned to
the Project. He or she will maintain a close working rclationship with counterparts in the DOAE.
As the Project progresses the USOM Project officer will be provided with reports on the inclusion
of new provinces, number of persons trained, etc. On-site personal visits will provide information
about the quality of training, ete.

5. Disbursement procedures and schedule

With the exception of technical assistance from the U.S. advisors, all costs under this loan
will be local currency. Dollar funds will remain in the U.S. Treasury and will be disbursed by
AID directly to the recipient upon request from the RTG.

Disbursements of local currency will be made as outlined in section 8.2 of the loan agreement.
Quarterly advances will be made for the first year. Reimbursement procedures will be used for the
remaining three years.

It is anticipated that, with RTG approval, USOM will also make some direct payments of
local currency, e.g., in the case of DSCS.
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ATTACHMENT B TO ANNEX I. FINANCIAL PLAN
1. Overall financing )
The cost estimates for the total Project, including RTG, AID, and IBRD inputs, are shown
on table B-1. Details regarding the RTG and IBRD inputs can be found in the financial backup

data, annex 8 of the August 31, 1976, IBRD appraisal of the National Agricultural Extension
Project. The total Project cost is $58.5 million with the following breakdown by funding source:

RTG oo inr v e s $27.5 million 47.5%
28.0 million 47.5%
3.0 million 5.0%

$58.5 million  100.0%

The IBRD will cover all foreign exchange costs ($22 million) with the exception of $490,000
from AID for the training element consultants. In addition the IBRD will cover the local currency
costs ($6 million) not covered by the RTG or AID.

The AID Loan of $3 million will cover costs ($2.5 million) directly attributed to the initial
and in-service training element of the Project as well as foreign exchange costs for technical
assistance in the training area ($0.5 million). Subject to the availability of funds, AID expects to
negotiate an agreement granting up to $100,000 to assist in meeting the costs of evaluation.

2. U.S. Assistance

Table B-2 gives the budget estimate for the AID Loan. All estimates were developed around
the number of class sessions planned for trainees in each region. Training for regional/provincial
officers is two weeks; training for district officers is four weeks. New tambon agents receive pre-
service training of five weeks; in-service agents receive refresher/updating training of two weeks.

Table B-3 provides the figures for the numbers of each geographic entity—village, tambon,
district, province and region—to be covered in each year of the Project. Table B-4 gives the figures,
based on the status of the participants, for the number of sessions to be held and the number of
participants in each session.

3. Disbursing procedures

a. Dollar. Foreign exchange costs under the loan for technical advisory services are ex-
pected to be disbursed through the usual Letter of Commitment/Letter of Credit procedure. Dollars
under the proposed $100,000 grant portion of the Project are expected to be disbursed through the
direct disbursement method.

b. Local currency. Under the $2,510,000 local currency portion of the loan disbursement
will be made on a quarterly advance basis during the first year of the Project; subsequent disburse-
ments will be made on a quarterly reimbursement basis. The four quarterly advance disbursements
will be made upon receipt of detailed cost estimates reflecting anticipated cash requirements during
the quarter for which the advance is requested and, except for the first advance, an accounting for
the funds advanced for the proceeding quarter. Subsequent disbursements will be made in reim-
bursement of amounts expended for eligible costs.

c. Disbursement schedule. Disbursements, both dollar and local currency for the loan
portion, by FY of Project implementation are estimated to be:

Year I, FY 1977 ..o aaes - $396,000
Year II, FY 1978....... .., 751,000
Year Iil, FY 1979 882,000
Year IV, FY 1980 _ 971,000

3,000,000
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TABLE B-1. TOTAL PROJECT COST ESTIMATE, NATIONAL AGRICULTURAL

ExTENSION PROJECT: RTG, AID, IBRD

Local Foreign
currency exchange Total
. Ttem (US3 000)
Capital costs
VI WOTKS oottt e e et e 5,420 3,610 9,030
AV 11 T OO — 5,750 5,750
Equipment and furniture...........coueeveniiinreiiierniiini s 990 2,310 3,300
SUBLOtALL 1 vttt e et et a s 6,410 11,670 18,080
CONINZENCIES 1vveuirtieiieniieiee ettt ete e rae e aareesaeessienaannns 1,100 1,370 2,470
SUBLOtAl. ..o 7,510 13,040 20,550
Academic training and consultants
OVEISEaSs trAINMING +.vvevievieeeirereeisianrereeeeteanrseerteroreresasaensnrornanenns — 440 440
Local academic training .........cocvuniiiiiiiieniiieicnraniieneineenreneneenas 150 — 150
ConSUtants (CXEENSION) .. v.vetesvrireneteeererereenaneeareresarererareresseaaennnn 80 1,580 1,660
Consultants (civil works)..... ettt et 820 — 820
Consultants (training element)® ..........oviviiireeiieaininiiareiiieaenenanenanes — 490 490
SUBLOtAL .t et aas 1,050 2,510 3,560
Incremental operating costs
O&M buildings, equipment and furniture.............cooouviiiiiiiiiinieaan. 1,355 70 1,425
O&M VERICIES ... ivniicini it v aae et e ae e 585 2,330 2,915
SAATIES oottt it e et e e eas 14,290 — 14,290
EXtension activities ... .uveuveniiiiii et 665 —_ 665
In-Service training™® ........coeoiiiiiiiiiiiiiiiiiii e, 2,215 —_ 2,215
MONIOTING « e eaeeeeet e et et et et et et e v esenenetaansaereaanoneiannen 280 — 280
DOAE admin. overhead.......o.vieiveiiiieniiiiieeieicee i iiaaiieeeienanenes 775 — 775
SUBLOtAL. ..ottt et e e aaeeas 20,165 2,400 22,565
Subtotal project costs 28,725 17,950 46,675
Expected price increases 7,285 4,540 11,825
ToTAL PROJECT cosTs 36,010 22,490 58,500**

* Indicate line items covered by the AID Loan; in addition $400,000 is planned for incremental training staff salaries.

Sce table B-2.
** Does not include AID grant portion ($100,000).

TABLE B-2. PROJECT U.S. ASSISTANCE BUDGET

Budget element FY 1977 FY 1978 FY 1979 FY 1980 Total
Local currency costs (B000’s)
Per diem
Training staff........c.oocvriviiviniiiiin. 228 456 570 570
Regional/provincial officers ... 36 239 150 198
District officers .....ccooevenvnnes 65 575 364 520
Tambon agents...... 1,830 3,402 3,007 2,832
Total ..ovi v 2,159 4,672 4,091 4,120 15,042
Travel
Training staff.........coovviiiiiiiiiiiii 40 80 100 100
Regional/provincial officers ... 4 15 25 33
District officers ........c.cceuins 52 17 28 40
Tambon agents... . 26 75 118 158
Total .vviieiiiiiiiiii e 122 187 271 331 911
Training courses
Officer/agent training COUrSes .........oeevenvenies 748 1,923 3,000 4,135 9,806
Training materials/supplies/equipment .
Headquarters 150 150 150 150
Regions ......... 330 855 1,126 1,089
Provinces .... 600 1,326 1,819 2,180
Total .............. 1,080 2,331 3,095 3,419 9,925
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Budget element FY 1977 FY 1978 FY 1979 FY 1980 Total
Training staff salary (incremental)
Headquarters .........ccoiiiiniinniieirir s nenes 200 . . 200 . 200 200
Regions .......c.coovvvviniincnin - 206 . 618 824 824
Provinces - 244 915 1,526 2,013
1 R OUUUUN <101 ) 1,733 2,550 3,037 7,970
Total of above 4,759 10,846 13,007 15,042 43,654
+ 15% contingency/inflation 714 1,627 1,951 2,256 6,548
Total local currency B5,473  B12,473  B14,958 B17,298 B50,202
US$ equivalent (§ 000's)  $274 $623 $748 $865 $2,510
Foreign exchange costs ($ 000’s)
Technical assistance ......cocevviniirninininnirenre, .o122 128 134 106 490
TotaL AID LoaN $396 $751 $882 $971 $3,000

TABLE B-3. TRAINING COVERAGE BY GEOGRAPHIC ENTITY

Cumulative number covered by Fiscal Year

Yeur I Year 1T Year 1T Year IV

(1977) (1978) (1979) (1980)
VIIIAGES ..oviiiiiiaie e cr i revie st e a e e 6,275 14,050 20,920 29,000
Tambons ... . 523 1,495 | 2,354 3,163
Districts .... 51 153 250 348
Provinces .. 4 15 25 33
REZIONS ..ottt v v e 1 3 4 4

TABLE B-4. NUMBERS OF TRAINING SESSIONS (S)
AND PERSONNEL INVOLVED (P)*
) 1977 1978 1979 1980
Personnel ] {S) (P} 0S) (P) (S) r) (S) (P)
Regional/provincial officers (2 weeks each
session) ....... S N I 40 3 150 6 250 8 330

District officers (4 weeks each session)....... 2~ 60 5 170 . 8 280 12 400
New tambon agents (5 weeks each session) 17 523 32 972 29 859 27 809
Existing tambon agents (2 weeks each session).... — — 17 523 50 1,495 79 2,354

ToraLs 20 623 57 T@B8I5 93 2,884 T3 3893

* Table does not include regular fortnightly district courses to be held for tambon extension agents at every district
headquarters. These will be one- or possibly two-day sessions primarily dealing with work to be undertaken during following
two weeks. These sessions will also inelude a review of past activities with emphasis on how to deal with problems encountered
by the extension agents during their regular work rounds. There will be 25 of these training sessions every year in each district,
so the annual number of such sessions over the life of the project is projected as follows:

1977 1978 1979 1980 Toral
1,275 3.825 6,250 8,700 20,050

Note on the AID Loun budget, table B-2
Per diem

Headquaters and regional training staffs have four men each at grade C-3/4 on the road 130
days per year at B130/day, plus two drivers on the road 200 days per year at B90/day.

For regional, provincial and district officers per diem is B50/day if hostel facilites are available
at the training centers and B130/day if no facilities are available. Number of days of training
determines the total amount of per diem.

Per diem for tambon agents is calculated at B100/day.
Travel

Travel for training staff is based on the assumption of four in headquarters and in each region
at five trips per year, each at a cost of B1,000 per trip plus cost of trips made by official vehicles.
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Travel for regional, provincial and district officers is calculated at the rate of B100 for each
round trip to the regional training center.

Travel for tambon agents is calculated at B50 for each round trip to the provincial training
center.

Training courses

Training course costs are costs of expendable supplies to be used by officers and extension
agents during all projected training courses, as outlined in table B-4. The amounts allocated for
each session of each type of course are as follows: fortnightly district courses, B400; new agents
courses, B6,000; existing agents courses B3,000; district officers courses, B8,000; and regional
provincial officers courses, B10,000. The miscellaneous category funds are included to cover **train-
the-trainers’’ courses, training of subject matter specialists and a contingency amount for classes
which are not now planned but which may prove necessary as Project implementation progresses.

Training provisions (materials, supplies and equipment)

Training materials are for courses for officers, agents and niodcl farmers and cover the costs
of manuals, questionnaires, exercise papers, etc. Costs for provincial and district officers were
calculated at B1,000 each for first year in the Project and B300 each for subsequent years. Costs
for extension agents were calculated at B400 per year for new agents and B100 per year for existing
agents. Costs for model farmers were calculated at B40 for first year of each village operation and
B25 for subsequent years. AID-financed costs are lower after the first year because the RTG is
expected to pick up the ‘*difference’ in subsequent years from its own budget.

Training supplies comprise audio-visual and similar supplies used by teachers (e.g., subject
matter specialists) and training officers in conducting their classes at the headquarters, regional and
provincial levels. Costs were calculated on the basis of B150,000 for headquarters, B130,000 per
region and B10,000 per province per year in the Project.

Training equipment refers to locally available, non-expendable hardware and includes relatively
low-cost items which will not be financed by the IBRD loan (e.g., easels, blackboards, etc.). Costs
were based on best current estimates of yearly outlays required given current supplies available in
MOAC.

Training staff salaries
The Headquarters training staff consists of:

Training officer, C-4 ....o.ioiiitiiiieieiei et s e eaeeineneanns @B 36,000
Asst. training officer, C-4 ... ..o 36,000
EXtension SMS, C-4 .ottt e e e 36,000
Asst. extension SMS, C-3 ...ttt e it et 25,000
Graphics Allustrator, C-3 .......oiiieiiiiiiiiiiii et 25,000
ACCOUNANt, € oottt ettt e 18,000
2drivers, C-1 and 2 o.ooniviriiiirerriesrerrisercnaaeesiraeertattseaiaiaeeeiaias 24,000 for 2
$200,000

Each regional training staff consists of:

Training officer, C-4 ...ooiuiu i @B 36,000
Audio-Visual Specialist, C-4 ...oiiiiiiiir i e 36,000
THUSEEALOL, Cu3 v ttnrtitirertrseseetsaesereneeessanasareonaresnsseeeenaneeocanas 25,000
Electronics Specialist, C-3 ... ..iiiiiiiiiiii e 25,000
VTR Operator, C-3 ... ittt i eieaeneaaas e 25,000
Cameraman, C-3 ... .. ittt e i 25,000
TYPISE, Cul ottt ettt et e et et e e 10,000
2Drivers, Ceol and 2 ...vvviiieiiiiiiiiieiiaieteaae ittt 24,000 for 2
B206,000
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Each province has:

Training officer, C-4 ... . .iiieiiiitiiirerneierirnrereaecr i eneneneneen @B 36,000
Audio-visual assistant, C-3 ...........iiiveeemsmescasnmmacmeecncrnesransnennnnns . 25,000
B 61,000

Technical Assistance

Year 1 Year IT Yeur I Yeur IV
Advisory Services (person months):
Long-term advisor ..............ccoiiiiiniiiiiian, 12 12 12 12
Short-term consultants ............c.coeveveinenns 5 . 3 5 —
Costs (in $000):
Longterm ......oooiiiiiiiiiiiiiii s $85 $85 $85 $87
Short term* 32 32, 32 —
Contingency/inflation** - 5 11 17 19

$122  $128 $134 $106

* Includes 3 to 5 months technical assistance from DSCS during Year I.
*# $5,000 contingency + approximately 5% inflation per year.

ATTACHMENT C TO ANNEX I. EVALUATION PLAN

Evaluations will be conducted annually, with major evaluations occurring in 1978 and 1980.
Some preliminary targets which will serve as a very rough basis of evaluation are in section 1
below. Additionally, the logical framework (annex C of the Project paper) will serve as a checklist
against which Project can be evaluated. Two salient aspects of evaluation in this Project should be
noted:

The essential measure of effectiveness and success is how well extension communicates
research findings, how fast the latest usable research results are presented to and adopted by farmers.
The target figures and features used for evaluating the Project should therefore be modified each
year in light of the new technological opportunities that have been extended in the past year.

The AID evaluation will be a by-product of the Thai evaluation—evaluation will be an integral
part of the Thai management cycle. The basic data for evaluation should come out of DOAE reports
and data sampling. The AID evaluator will participate in a joint effort to understand the meaning
of that data. The joint evaluation will feed back into DOAE planning guidelines.

1. Logic and measures of evaluation
The basic logic of this Project might be summed up in the following diagram:

TAMBON
COVERAGE \
SUCCESSFUL
DEMONSTRATIONS*
\ PACE
OF
ADOPTION
INCREASED

INCOME

*See III-D-2 of the Project paper for definition of ‘‘successful’” demonstrations.
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Thus, evaluation must examine the three key ratios that follow, compare them with cxpectations,
and come to understand why they differed from expectations.

a. Coverage: successful demonstrations. Coverage of a tambon, staffing it with a tambon
extension agent, should result in a successful demonstration of 1-3 crops in 4-12 villages, depending
on the year of operation and the number of villages in the tambon. In the first year of operation
in the tambon, successful demonstrations in half the villages is a reasonable expectation.

Successful demonstrations depend on three factors, in addition to the presence of the tambon
extension agent:

(i) The suitability of the extension program for the area. This is the most important factor.
Were the crops and practices being demonstrated indecd sound innovations for the farmers
of that area, given current costs and prices, risks of market and weather, and competing uses
for resources? These aspects must be examined first, in analyzing any shortfall in successful
demonstrations, and in analyzing whether the demonstrations were succcssful. The first step
in the analysis is to examine the suitability of the past year program, in light of current
conditions.

(ii) Suitability of operating procedures. If the content of the program was suitable, were field
routines and management procedures applied that would assure on-target execution of the
demonstrations?

(iil) Switability of training. If the content and the operating proccdures were sound, did the
officers and agents grasp theny fully?

b. Successful demonstrations: rate of adoption. Following a successful demonstration, did
the expected number of farmers undertake to try to adopt the practices? Part 11I-D-2 of the Project
paper gives the basic assumptions about the rate of adoption. If the pace of adoption falls substantially
short of the rate indicated for the zone by these assumptions, then the cause of the shortfall and
the validity of the pacing assumptions must be analyzed. In many cases it may reflect back on the
validity of the program, the suitability of the demonstrations to the nceds and interests of the
farmers.

Or it may reflect on the inadequacy of the follow-up support. A successful demonstration must
be followed by adequate credit and logistics.

c. Rate of adoption: increased income. Did farmers who undertook to try the practices
increase yields and income as expected? Again, the annual program of demonstration (for the
previous year) must be reexamined in light of current market and weather conditions. Was there
indeed money to be made the past year by following the recommendations? Then the degree to
which farmers did indeed follow the recommendations should be examined.

2. Baseline data

The data on the prcsent system in tables 11I-A-3 and III-D-] of the Project paper provide a
good initial baseline. They are taken from crop surveys whose statistical probability of error is
TIower than would be a problem for this kind of planning. However, next year a census of agriculture
is scheduled, for the first time since 1963. The baseline data can be further refined and validated
from the census. It may also be useful to refine and redefine the zones, for purposes of extension
planning.

3. Collection of data

a. Crop surveys. The annual crop survey will provide a measure of general ‘*control’’ data.
In addition, the DOAE should undertake a small sampling of adopters in each zone, and of
unimproved control farmers in the same villages, to derive a statistical estimate of the rate of
adoption and the degree of adoption. Each farmer sampled should be checked for rai planted in
the crop, practices applied, and yield obtained. Again, the sample need not be large, probably no
more than 100 per zone.
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b. Demonstration reports. Results and problems of every demonstration should be reported,
and the reports should be summarized. Two important points should be observed:

(1) Reports should be spot checked;

(2) Reports should not be a threat to officers and agents; extension personnel are not to feel
““measured’’ by the quantity of successful demonstrations, or honest reporting will meet
massive resistance; rather, it should be understood by all that success of demonstrations is
determined by many circumstances, of which personal performance is only one.

4. Analysis and evaluation reports
The first step is to summarize the data from surveys and reports in proper form at district,
province, and zone levels, particularly the latter. Then it should be analyzed for reasons for shortfalls.
It may be useful to have joint analysis, by a combined DOAE-IBRD-USOM team. Having
identified the salient shortfalls, they should then go to the field to gain further insight from direct
observation.

The evaluation report should be in the May to July period. This allows adequate time for
survey and summation of the data on the previous year. This timing would also be appropriate to
link with the annual survey of the Project area planned for mid-April to mid-June. The survey will
be carried out by an MOAC agency or local Thai university, funded by IBRD, to determine Project
impact. This computerized annual report will be available to USOM. It is also in time to make the
evaluation report a useful feed-in to the annual guidelines exercises and thus into planning for the
coming year.

5. Channels of communications

Other channels of communication should be noted and taken into account in the evaluation.
The comments of farmers on the coming year program should provide insights on whether the
demonstrations are addressing the needs of various localities. Since the programs will, in subsequent
years, be based on farmer interests, there should not be a great deal of divergence. However, it
will be most interesting to see how the farmer concerns and interests change as a result of the
program, from one year to the next. ,

6. AID evaluation support

During the four-year life of the Project two major joint Thai-U.S. evaluations are planned in
1978 and 1980. Subject to the availability of funds, AID expects to negotiate an agreement granting
up to $100,000 to cover costs, including travel, of external consultants, and to help to defray local
currency costs of surveys, etc., carried out by Thai universities that are necessary in preparation
of data for the joint evaluations.

[ANNEX 11.] LOAN PROJECT STANDARD PROVISIONS ANNEX

Article A. Project Implementation Letters Section C.4. Reasonable price
Section C.5. Notification to potential suppliers

Article B. General covenants Section C.6. Shipping

Section B.1. Consultation ) Section C.7. Insurance
Section B.2.  Execution of Project . Section C.8. U.S. Government-owned excess
Section B.3. Utilization of goods and services property

Section B.4. Taxation . - .
Section B.5. Reports, records, inspections, audit | Article D.  Termination, remedies

Section B.6. Completeness of information Section D.1. Cancellation by Borrower
Section B.7. Other payments Section D.2. Events of default, acceleration
Section B.8. Information and marking Section D.3. Suspension

Section D.4. Cancellation by A.1.D.

Article C.  Procurement provisions Section D.5. Continued effectiveness of Agree-
Section C.1. Special rules ment
Section C.2. Eligibility date Section D.6. Refunds
Section C.3. Plans, specifications, and contracts Section D.7. Nonwaiver of remedies
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ANNEX II. PROJECT LOAN STANDARD PROVISIONS ANNEX

Definitions. As used in this annex, the ‘*Agrecment’’ refers to the Project Loan Agreement
to which this annex is attached and of which this annex forms a part. Terms used in this annex
have the same meaning or reference as in the Agreement.

Article A. PROJECT IMPLEMENTATION LETTERS

To assist Borrower in the implementation of the Project, A.I.D., from time to time, will issue
Project Implementation Letters that will furnish additional information about matters stated in this
Agreement. The Parties may also use jointly agreed-upon Project Implementation Letters to confirm
and record their mutual understanding on aspects of the implementation of this Agreement. Project
Implementation Letters will not be used to amend the text of the Agreement, but can be used to
record revisions or exceptions which are permitted by the Agreement, including the revision of
elements of the amplified description of the Project in annex 1.

Article B. GENERAL COVENANTS

Section B.I. CoNsULTATION. The Parties will cooperate to assure that the purpose of this
Agreement will be accomplished. To this end, the Parties, at the request of either, will exchange
views on the progress of the Project, the performance of obligations under this Agreement, the
performance of any consultants, contractors or suppliers engaged on the Project, and other matters
relating to the Project.

Section B.2. ExEcUTION OF ProJECT. The Borrower will:

(¢) Carry out the Project or cause it to be carried out with due diligence and efficiency, in
conformity with sound technical, financial, and management practices, and in conformity
with those documents, plans, specifications, contracts, schedules or other arrangements, and
with any modifications therein, approved by A.L.D. pursuant to this Agrecment; and

(b) Provide qualified and expcrienced management for, and train such staff as may be appropriatc
for, the maintenance and opcration of the Project, and, as applicable for continuing activities,
cause the Project to be operated and maintained in such manner as to assure the continuing
and successful achievement of the purposes of the Project.

Section B.3. UTILIZATION OF GOODS AND SERVICES. (a) Any resources financed under
the Loan will, unless otherwise agreed in writing by A.LD., be devoted to the Project until the
completion of the Project, and thereafter will be used so as to further the objectives sought in
carrying out the Project.

(b) Goods or services financed under the Loan, except as A.I.D. may otherwise agree in
writing, will not be used to promote or assist a foreign aid project or activity associated with or
financed by a country not included in code 935 of the A.I.D. Geographic Codc Book as in effect
at the time of such use.

Section B.4. TAXATION. (a) This Agreement and the Loan will be free from, and the
Principal and interest will be paid free from, any taxation or fees imposed under laws in effect in
the territory of the Borrower. -~ -

(b) To the extent that (1) any contractor, including any consulting firm, any personnel of
such contractor financed under the Loan, and any property or transactions relating to such contracts
and (2) any commodity procurement transaction financed under thc Loan are not exempt from
identifiable taxes, tariffs, duties or other levies imposed under laws in cffect in the territory of the
Borrower, the Borrower will, as and to the cxtent provided in and pursuant to Project Implementation
Letters, pay or reimburse the same with funds other than those provided under the Loan,
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Section B.5. REPORTS, RECORDS, INSPECTIONS, AUDIT. The Borrower will:

(a) Furnish A.L.D. such information and reports relating to the Project and to this Agreement as
A.L.D. may reasonably request;

(b) Maintain or cause to be maintained, in accordance with generally accepted accounting prin-
ciples and practices consistently applied, books and records relating to the Project and to this
Agreement, adequate to show, without limitation, the receipt and use of goods and services
acquired under the Loan; such books and records will be audited regularly, in accordance
with generally accepted auditing standards and maintained for three years after the date of
last disbursement by A.L.D.; such books and records will also be adequate to show the nature
and extent of solicitations of prospective suppliers of goods and services acquired, the basis
of award of contracts and orders, and the overall progress of the Project toward completion;
and

(c) Afford authorized representatives of a Party the opportunity at all reasonable times to inspect
the Project, the utilization of goods and services financed by such Party, and books, records
and other documents relating to the Project and the Loan.

Section B.6. COMPLETENESS OF INFORMATION. The Borrower confirms:

(a) That the facts and circumstances of which it has informed A.I.D., or caused A.L.D. to be
informed, in the course of reaching agreement with A.I.LD. on the Loan, are accurate and
complete, and include all facts and circumstances that might materially affect the Project and
the discharge of responsibilities under this Agreement;

() That it will inform A.L.D. in timely fashion of any subsequent facts and circumstances that

might materially affect, or that it is reasonable to believe might so affect, the Project or the
discharge of responsibilities under this Agreement.

Section B.7. OTHER PAYMENTS, Borrower affirms that no payments have been or will be
received by any official of the Borrower in connection with the procurement of goods or services
financed under the Loan except fees, taxes, or similar payments legally established in Thailand.

Section B.8. INFORMATION AND MARKING. The Borrower will give appropriate pubBlicity
to the Loan and the Project as a program to which the United States has contributed, identify the
Project site, and mark goods financed by A.lL.D., as described in Project Implementation Letters.

Article C.  PROCUREMENT PROVISIONS .

Section C.1. SPECIAL RULES. (a) The source and origin of ocean and air shipping will
be deemed to be the ocean vessel’s or aircraft’s country of registry at the time of shipment.

(b) Premiums for marine insurance placed in Thailand will be deemed an eligible foreign
exchange cost, if otherwise eligible under section C.7(a).

(c) Any motor vehicle financed under the Loan will be of United States manufacture, except
as A.I.D. may otherwise agree in writing. '

Section C.2. ELIGIBILITY DATE. No goods or services may be financed under the Loan
which are procured pursuant to orders or contracts firmly placed or entered into prior to the date
of this Agreement, except as the Parties may otherwise agree in writing.

Section C.3. PLANS, SPECIFICATIONS, AND CONTRACTS. In order for there to be mutual
agreement on the following matters, and except as the Parties may otherwise agree in writing:

(a) The Borrower will furnish to A.I.D. upon preparation,

(1) Any plans, specifications, procurement of construction schedules, contracts, or other docu-
mentation relating to goods or services to be financed under the Loan, including documentation
relating to the prequalification and selection of contractors and to the solicitation of bids and
proposals; material modifications in such documentation will likewise be furnished A.I.D.
upon preparation;
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(2) Such documentation will also be furnished to A.I1.D., upon preparation, relating to any goods
or services which, though not financed under the Loan, are deemed by A.L.D. to be of
major importance to the Project; aspects of the Project involving matters under this subscc-
tion (a) (2) will be identified in Project Implementation Letters;

(b) Documents related to the prequalification of contractors, and to the solicitation of bids
or proposals for goods and services financed under the Loan will be approved by A.1.D. in writing
prior to their issuance, and their terms will include United States standards and measurcments;

(c) Contracts and contractors financed under the Loan for engineering and other professional
services, for construction services, and for such other services, equipment or materials, as may be
specified in Project Implcmentation Letters, will be approved by A.L.D. in writing prior to execution
of the contract. Material modifications in such contracts will also be approved in writing by A.1.D,
prior to cxccution; and

(d) Consulting firms used by the Borrower for the Project but not financed under the Loan,
the scope of their services and such of their personnel assigned to the Project, as A.L.LD. may
specify, and construction contractors used by the Borrower for the Project but not financed under
the Loan shall be acceptable to A.I.D.

Section C.4. REASONABLE PRICE. No more than reasonable prices will be paid for any
goods or services financed, in wholc or in part, under the Loan. Such items will be procured on
a fair and, to the maximum extent practicable, on a competitive basis.

Section C.5. NOTIFICATION TO POTENTIAL SUPPLIERS. To permit all United States firms to
have the opportunity to participate in furnishing goods and services to be financed under the Loan,
the Borrower will furnish A.1.D. such information with rcgard thereto, and at such times, as A.L.D.
may request in Project Implementation Letters.

Section C.6. SHIPPING. (a) Goods which arc to be transported to Thailand may not be
financed under the Loan if transported either (1) on an occan vessel or aircraft under the flag of a
country which is not included in A.1.D. geographic code 935 as in effect at the time of shipment;
or (2) on an ocean vessel which A.L.D., by written notice to thec Borrower, has designated as
ineligible; or (3) under an ocean or air charter which has not received prior A.L.D. approval.

(b) Costs of ocean or air transportation (of goods or persons) and related delivery services
may not be financed under the Loan, if such goods or persons are carried (1) on an ocean vesscl
under the flag of a country not, at the timc of shipment, identified under the paragraph of the
Agreement entitled **Procurement Source: Foreign Exchange Costs,”” without prior written A.L.D.
approval; or (2) on an ocean vessel which A.I.D., by written notice to the Borrower, has designated
as ineligible; or (3) under an ocean vessel or air charter which has not received A.L.D. approval.

(¢) Unless A.1.D. determines that privately owned United States—flag commercial ocean
vessels are not available at fair and reasonable rates for such vessels, (1) at least fifty percent (50%)
of the gross tonnage of all goods (computed separately for dry bulk carriers, dry cargo liners and
tankers) financed by A.1.D., which may be transported on occan vesscls, will be transported on
privately owned United States—flag commercial vessels and (2) at least fifty percent (50%) of the
gross freight revenue generated by all shipments financed by A.L.D. and transported to Thailand
on dry cargo liners shall be paid to or for the benefit of privately owned United States—flag
commercial vessels. Compliance with the requircments of (1) and (2) of this subsection must be
achieved with respect to both any cargo transported from U.S. ports and any cargo transported
from non-U.S. ports, computed separately.

Section C.7. INSURANCE. (a) Marine insurance on goods financed by A.L.D., which are
to be transported to Thailand, may be financed as a foreign exchange cost under this Agrecement
provided (1) such insurance is placed at the lowest available competitive ratc and (2) claims
thereunder are payable in the currency in which such goods were financed or in any freely convertible
currency. If the Borrower, by statute, decree, rule, regulation, or practice discriminates with respect
to A.I.D.-financed procurement against any marine insurance company authorized to do business
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in any State of the United States, then all goods shipped to Thailand financed by A.I.D. hereunder
will be insured against marine risks and such insurance will be placed in the United States with a
company or companies authorized to do a marine insurance business in a State of the United States.

(b) Except as A.I.D. may otherwise agree in writing, the Borrower will insure, or cause to
be insured, goods financed under the Loan imported for the Project against risks incident to their
transit to the point of their use in the Project; such insurance will be issued on terms and conditions
consistent with sound commercial practice and will insure the full value of the goods. Any indem-
nification received by the Borrower under such insurance will be used to replace or repair any
material damage or any loss of the goods insured or will be used to reimburse the Borrower for
the replacement or repair of such goods. Any such replacement will be of source and origin of
countries listed in A.I.D. geographic code 935 as in effect at the time of replacement and. except
as the Parties may agree in writing, will be otherwise subject to the provisions of the Agreement.

Section C.8. U.S. GOVERNMENT-OWNED EXCESS PROPERTY. The Borrower agrees that
wherever practicable United States Government-owned excess personal property, in lieu of new
items financed under the Loan, should be utilized. Funds under the Loan may be used to finance
the costs of obtaining such property for the Project.

Article D. 'TERMINATION; REMEDIES

SectionD.]. CANCELLATION BY BORROWER. The Borrower may, by giving A.1.D. 30 days’
written notice, cancel any part of the Loan which has not been disbursed or committed for dis-
bursement to third parties.

Section D.2. EVENTS OF DEFAULT; ACCELERATION. It will be an **Event of Default’’ if
Borrower shall have failed (a) to pay when due any interest or installment of Principal required
under this Agreement; or (b) comply with any other provision of this Agreement; or (¢) to pay
when due any interest or installment of principal or other payment required under any other loan,
guaranty or other agreement between the Borrower or any of its agencies and A.L.D. or any of its
predecessor agencies. If an Event of Default shall have occurred, then A.I.D. may give the Borrower
notice that all or any part of the unrepaid Principal will be due and payable sixty (60) days thereafter
and, unless such Event of Default is cured within that time:

(1) Such unrepaid Principal and accrued interest hereunder will be due and payable immediately;
and

(2) The amount of any further disbursements made pursuant to then outstanding commitments to
third parties or otherwise will become due and payable as soon as made.
Section D.3. SUSPENSION. If at any time:

(@) An event of default has occurred, or

(b) An event occurs that A.I.D. determines to be an extraordinary situation that makes it im-
probable either that the purpose of the Loan will be attained or that the Borrower will be able
to perform its obligations under this Agreement, or

(¢) Any disbursement by A.L.D. would be in violation of the legislation governing A.L.D., or

(d) The Borrower shall have failed to pay when due any interest, installment of principal or other
payment required under any other loan, guaranty, or other agreement between the Borrower
or any of its agencies and the Government of the United States or any of its agencies,

then A.L.D. may:
(1) Suspend or cancel outstanding commitment documents to the extent they have not been utilized

through irrevocable commitments to third parties or otherwise, giving prompt notice thereof
to the Borrower;

(2) Decline to issue additional commitment documents or to make disbursements other than under
existing ones; and
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(3) At A.LLD.’s expense, direct that title to goods financed under the Loan be transferred to
A LD. if the goods are from a source. outside Thailand, are in a deliverable state and have
not been offloaded in ports of entry of Thailand; any disbursement made under the Loan with
respect to such transferred goods will be deducted from Principal.

Section D.4. CANCELLATION BY A.I.D. If, within sixty (60) days from the date of any
suspension of disbursements pursuant to section D.3, the cause or causes thereof have not been
corrected, A.1.D. may cancel any part of the Loan that is not then disbursed or irrevocably committed
to third parties.

Section D.5. CONTINUED EFFECTIVENESS OF AGREEMENT. Notwithstanding any cancella-
tion, suspension of disbursements, or acceleration of repayment, the provisions of this Agreement
will continue in effect until the payment in full of all Principal and accrued interest hereunder.

Section D.6. REFUNDS. (a) In the case of any disbursement which is not supported by
valid documentation in accordance with this Agrecment, or which is not made or used in accordance
with this Agreement, or which was for goods or services not used in accordance with this Agreement,
A.LD., notwithstanding the availability or exercise of any other remedies provided for under this
Agreemcnt, may require the Borrower to refund the amount of such disbursement in United States
Dollars to A.I.D. within sixty days after receipt of a request therefor. The rights to require such
a refund of a disbursement will continue, notwithstanding any other provision of this Agreement,
for three years from the date of the last disbursement under this Agreement.

(b) (1) Any refund under the preceding subsection, or (2) any refund to A.L.D. from a
contractor, supplier, bank or othcr third party with respect to goods or services financed under the
Loan, which refund relates to an unreasonable price for or erroneous invoicing of goods or services,
or to goods that did not conform to specifications, or to services that were inadequate, will (A) be
made available first for the cost of goods and services required for the Project, to the extent justified,
and (B) the remainder, if any, will be applied to the installments of Principal in the inverse order
of their maturity and the amount of the Loan reduced by the amount of such remainder.

Section D.7. NONWAIVER OF REMEDIES. No delay in exercising any right or remedy ac-
cruing to a Party in connection with its financing under this Agreement will be construed as a
waiver of such right or remedy.
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