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Community financial bodies face re

| WICHIT CHANTANUSORNSIRI

]
. Abill on community financial institutions
| Issetto go before the cabinet in the next 1-2
i months, with a goal of pushing each of the
| 7,000 tambons across the country to have
| their own community banks.
i After the law is enforced, existing com-
. munity financial institutions would be
. asked to register voluntarily, said Kobsak
Phutrakul, assistant minister to the Prime
Minister’s Office. ‘
At present, community financial institu-
tions have not been regulated and are at
risk of being sued by debtors on allegations

of embezzlement if they seize coilateral
pledged by debiors who fail to service debt
as these cormmunity banks are not regis-
tered as juristic entities.

Under the bill, the Finance Ministry will
tzke responsibility as regulator by outlin-
ing criteria for the community financial
institutions to operate, such as setting an
-appropriate level of liquidity requirements,
fixing interest rates for borrowers, prob-
ably with a ceiling of 3% per month, and
prohibiting them from providing cross-
provincial service. '

The criteria will not be so stringent
to prevent these community financial

I

i
|
H
f
&

gulator’s scrutiny

Institutions from maintaining their unique
services, he satd. Some community banks,
unlike conventional financial institu-
tions, use ethical principles for loan scru--
tiny criteria,

The bill has been drafted based on
discussions with representatives of the _
National Village and Urban Community
Fund Office’s network, while state-owned
financial instinitions would provide assis-
tance by installing IT systems for financial
service and auditing risk and management
to protect the interests of the comumunity
financial institutions’ members.

Nartional Village and Urban Community

" Fund Office secretary-general Natee

Khlibtong said earlier village funds
were keen to transform themselves
from being providers of revolving loans
to villages to financial institutions for
community development.

The fands, into which the government
has poured 160 billion baht in seed money,
use a self-governing concept under which
members must ensure that borrowers pay

i their debt to sustain their capital. Only

10% of 79,000 village funds have failed to
maintain their revolving loans or lent to
reladves without asking them to pay back
the amount due.

Mr Kobsak said community financial
institutions can help those living in towns
cut down on their financial costs.

In Nong Sarai district of Kanchanaburij
province, people using the community
financial institution can save around
2 million baht a year on travel costs by
going to banks in the city area. They save
another 15 million baht per year from
Paying lower interest rates than charged
by loan sharks. Apart from village funds,
over 40,000 community savings institutions
and 120,000 small financial institutions
hationwide are considered community
financial institutions, :
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Transparency for
big projects |

INFRASTRUCTURE: The Construction
Sector Transparency Initiative (CoST)
has been applied to five govern-
ment infrastructure projects worth a _
combined 50 billion baht, says Suttirat
Rattanachot, head of the Compiroller-
. General's Department. s
CoST has been adopted by the  {* .-
governmernt in an attempt to ensure
infrastructure projects’ procurement
process is transparent by allowing
observers to monitor the process start-
ing from drafting the terms of refer-
ence to the project handover.
The five projects are a 16.7-billion-
baht upgrade of Suvarnabhumi airport
by Afrports of Thaitand, a 31.2-billion-
baht expressway linking Rama 111
Road, Dao Khanong, and Kanchana-
phisek Road, a 3.7-billion-baht flood
relief project in Songkhla's Hat Yai dis-
trict, a 1.32-billion runway and taxiway
project at Betong airport in Yala prov-
ince, and a 947-million-baht building
by the Institute of Dermatology.
An assurance panel to inspect data
has compietely inspected procure-
ment of these projects and reports will
be publicised on the department’s
website next month.
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Excise Dept sees
no hoarding as
tax hike looms

WICHIT CHANTANUSORNSIRI j

The Excise Department has found no significant
stockpiles of alcohol or cigarettes meant to reap a
quick profit ahead of a new law that will change
excise tax calculations and rates starting on Sept 16.

The department has found only seasonal

said yesterday. -

The néw excise duty rates for alcohol, ciga-
tettes and playing cards go before the cabinet for
approval on Tuesday to ward off stockpiling ahead
of the effective date four days later. :

The cabinet recently gave the nod to organic
laws concerning the new excise tax rates, which
will apply te all 21 products subject to excise duties

+ except alcohol, cigarettes and playing cards.

Under the new excise law, a recommended
retail price will replace the existing ex-factory price
and cost, insurance and freight (CIF) values as
a base for excise tax computation. The change is
aimed at creating a fairer system for manufacturers
and importers after some businesses were found
to have exploited the value system to understate
their tax bills.

The new law has stoked operators’ and consum-
ers’ concerns that taxes will increase.

Mr Somchai said hoarding will not benefit
operators, as the Excise Department has stuck o
atax neutrality concept for the change in tiix-base
computation to prevent a substantial tax burden
increase on manufacturers and importers.

The new tax base will prevent excise officials
exercising discretion on tax in order to create fair-
ness for taxpayers and comply with international
standards, he said, adding that the new law abides
by Woild Trade Organization principles because
the same standard will be applied to domestic and
imported products.

Somdet Srisawat, deputy director-general of
the Excise Department, said some sweetened soft
drinks that are currently tax- exempt will lose their
tax privilege when the new law comes into force.

For fizzy drinks, the Excise Department, under
the new law, will impose a levy based on syrup

hoarding, director-general Somchai Poolsavasdi : concentrate that will be convenient because a

large number of soda fountain machines are found
across the country, Mr Somdet said.
He said duty-free tobacco planted in the country

- will also be subject to tax under the new law.

According to Mr Somdet, the new excise tax will
not significantly increase prices on consumers,
For alcohol and cigarette distribution licence

- fees, the levies, under the new law, will be based

on how iarge the distributor is, he said.
Nutthakorn Utensute, director of the Excise
Department’s planning bureau, said fruit and veg-
etable juice will be subject to a one-baht excise tax
per 1,000-milligramme bottle, as sugar typically
accounts for 14-16 grammes of their 100-millili-

- tre volume,

The sugary drinks tax will be levied at 20-30% of
the suggested retail price, with the aim of compel-
ling makers o reduce sugar content to improve
public health, Mr Nutthakorn said.

The rates will be increased two years after
enforcement to allow time for manufacturers to
reduce sugar content, he said,
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PENSIONS

GPF amendment to allow
more member choice

DARANA CHUDASRI

Thailand’s Government Pension Fund isin

. the process of amending the GPFlaw toJet
i new members select their own investment
¢ plan instead of automatically entering into

its investment plan for retirement.

The amendment has had a public hear-
ing and awaits cabinet approval, said GPF
acting secretary-general Sikanya Yatip.

At present, the GPF has five investment
plans: a low-risk money market plan, a
mandatory plan, a fixed-income plan, an
equity plan and a life-path plan, which is
the latest addition. )

The mandatory plan applies to members
who have not selected any investment plan,
meaning they enter it automatically.

Under the GPF law, this plan will invest
in highly secured assets such as depos-
its and fixed income for at least 60% of
contributions.

Ms Sikanya said the return from the

" mandatory plan of 6.5% is quite good, but

it would be better for new workers to seek
ahigher return from higher risk investment
at a younger age.

A higher return would mean a better
quality of life at retirement age.

“Normally, new workers will stay with
the GPF for about 37 years if they stay until
retirement, and some 30,000 new members
join each year,” she said.

Few new members select their own
investment plan, making revision of the
GPF law necessary to help nhew members,
said Ms Sikanya.

The life-path plan will adjust asset allo-
cation depending on members’ age. For
example, if a new GPF member is a young
worker, it is better to invest in equities,
which have a higher dividend yield than
bonds or bank deposits, she said. The pro-
portion in equities will reduce at the age
of 49, while the portion of highly secured
assets will increase.

Ms Sikanya said the life-path plan ena-
bles investment in equity of up to 65%
of contributions.

The GPF is celebrating its 20th anniver-
sary this year, and the average return since
its inception is 6.57%.

At the end of August, the fund had net
assets under management of 836 billion
baht. The average return for the first eight
months was 3.58%, above the inflation rate
of 0.05% and the average deposit interest
rate 0f 0.91%.
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