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Apisak talks up govt
e-payment scheme

Minister hopes country will
take the lead in region

CHIRATAS NIVATPUMIN

The government’s national e-payment project will
boost economic efficiency, reduce waste and cor-
ruption and help improve access to financial ser-
vices for small businesses and the poor, according |
to Finance Minister Apisak Tantivorawong. i

“I successful, [the e-payment system] will be |
the first in the region. Rather than follow others,
Thailand will take the lead,” he said at the Bangkok
Post Conference yesterday. '

The e-payments initiative aims to shift the
Thai economy away from cash-and-paper-based |
transactions. toward electronic ones. Under the
system, citizens will be given “e-wallets” tied to
their national I cards or mobile phones, which can
then be used o make and receive payments with :

piiblic agencies and private companies.

Local banks will be tasked with cutfitting pay-
ment terminals at registered companies and retail-
ers nationwide, State agencies, which already
process around 70% of payments electronically,
will be directed to handle all financial transac-
tions electronically.

Tax authorities also have been ordered to
upgrade their computer systems to enable the
management of personal income, corporate, value-
added, withholding and other taxes through the
system. Millions of Thais have already signed up for
the e-wallet service, known as PromptPay.

Mr Apisak, in his keynote address, said small
companies and the poor may well be the biggest
beneficiaries from the transition from a cash-based
society to a cashless one.

“Many of course already use e-payment sys-
tems, whether ATMSs, credit cards, mobile bank-
ing or online banking services. But it's mostly the
middle- to upper-class,” he said.

“With an e-wallet, those who now cannot access
financial services will be able to do so. Those who
have limited physical access to a bank branch can
access electronically. So consumers gain conveni-
ence, we reduce inequality and financial inclu-
sion improves.”

Several hundred business leaders, payment
experts and policymakers attended the Post Group
conference yesterday afternoon, titled “E-Pay-
ments: Driving Thailand's Economy Forward” and



Finance Minister Apisak Tantivorawong, third from right, with Post Group executives. From right, ‘Post
Today' editor Pattnapong Ghantranontwong, Post Group president Ek-Rit Boonpiti, Mr Apisak, Post
Publishing director Worachai Bhicharnchitr, Post Publishing director Natdanai Indrasukhsti, ‘Bangkok Post’
editor Pichai Chuensuksawadi and ‘Bangkok Post’ deputy editor Nopporn Wong-Anan.

held at the InterContinental Bangkok Hotel.

Mr Apisak said 1.58 million low-income resi-
dents have registered, and urged others to join the
system during the sign-up period, which began
earlier this month and runs until Aug 15.

“It is the poor who have the most to potentially,

gain. Going forward, if the government offets social
subsidies, it will be through the e-payments system,”’
he said.

Subsidies such as free bus and train fares for the
urban poor could in the future be facilitated solely
through e-payments. Doing so would also help
increase efficiency and value for the government
and taxpayers as well, as public support would be
means-tested and go to those most in need.

Mr Apisak said an incentive scheme would be
launched to encourage the public and small busi-
nesses to adopt the system, with monthly prizes
given to end-users and retailers.

“Imagine a noodle stall winning a one-million-
baht prize. That's better than the lottery,” he joked.

Mr Apisak said for businesses, a shift to e-pay-
ments would help reduce operating expenses and
improve their own efficiency, particularly small
firms now lacking the management or accounting
resources of larger companies. “E-payments wili
help you see where the money goes. Every baht,
every satang, will go to your own account,” he said.

With the system aimed to manage low-value
transactions such as taxi fares or retail purchases,

transaction costs will be kept low.

. “With the systern having to handle transactions
of say 20 or 30 baht, processing fees have to be kept -
low, say a satang,” Mr Apisak said, adding that banks
would benefit despite the lower fees through added
transaction volume and a larger user base.

Under the programme, all registered companies
nationwide will be tied into the e-payments system
and equipped with a processing terminal by 2019.

The Thai banking system could meanwhile
potentially save 40 to 50 billion baht per year by
reducing logistics and operating expenses involved
in handling, processing and maintaining cash.

Mr Apisak, a former chief executive of Krungthai
Bank, said the project would create a payments
“superhighway” giving equal access to large and
small banks, as well as to non-bank financial com-
panies, spurring new innovation and competition
within the economy to the benefit of consumers.

“Now, small banks cannot compete in terms of
their network with the larger banks. But with equal
access to a road built by the government, banks will
be forced to compete based on the quality of their
products {rather than scale],” he said.

The payments infrastructure couid also be
extended for use overseas through linkages with
Cambodia, Laos, Myanmar and Vietnam, he added.
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Experts back e-payment safety

Scheme will cut costs,
enhance competition

SUCHIT LEESA-NGUANSUK
WICHIT CHANTANUSORNSIRI

Financial technology experts are reassur-
ing the public over the national e-payment
scheme, saying the system has been
designed to alow fair competition while
controlling risks at the present level,

“I would have to praise the program-
mers wha designed the infrastructure of
this system — they are geniuses,” Punna-
mas Vichitkulwongsa, chief executive of
Ascend Group and president of the Thai-
land e-Payment Association, told a Bang-
kok Post conference entitled “E-payments:
Driving Thailand's Economy Forward”

He said the e-payment infrastructure
aliows small and medium-sized banks to
cotnpete on the same platform and show
their creativity in integrating financial
technology and marketing in order to
compete with large players. .

Mr Punnamas said online paymentis .
account for only 25% of financial transac- |
tions in Thailand, compared with 90% in .
the US and 75% in China and Japan.

The government's e-payment scheme
will encourage shoppers to make electronic
transactions because of the lower cost.

“Thailand is not the first country
to allow the use of ID cards to tie into
accounts. More importantly, users should
be aware of keeping their PromptPay 1D},
bank account number and password
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Panellists at th ‘Bangkok Post’ e-payment conferance included (from left) Ruchukorn Siriyodhin, assistant governor of the Bank of

Kihank &

Thailand; Michael Araneta, associate vice-president of IDG Financial Insights; Punnamas Vichitkulwongsa, chief executive of Ascend
Group; and Prinya Hom-anek, vice-president of the Thailand Information Security Association. SOMCHAI POOMLARD

strictly confidential,” Mr Punnamas said.

Michael Araneta, associate vice-presi-
dent of IDC Financial Insights, said 2016
was the biggest vear for financial technol-
ogy in the Asia-Pacific region, particu-
larly Thailand.

“Thailand has started the Prompt-
Pay initiative before other countries,” he
said, adding that by 2018 the region will
see many more countries using e-pay-
ment schemes,

“Next vear wifl be much bigger with the

rise of next-generation payment services
across sectors from telecom to retail.”

Prinya Hom-anek, vice-president of the
Thailand Information Security Associa-
tion, said Thailand had rushed launching
the PromptPay scheme before implement-
ing a privacy bill.

“Without regulation, it means there is
no legal penalty when service providers
use our data without permission,” he said.

Ruchukorn Siriyodhin, assistant gov-
ernor of the Bank of Thailand, said the

e-payment system has been carefully
developed for 16 years.

“The central bank has played the role:
of policy planner, developer and regulator!
and now we must play a role of educating;
people in digital literacy,” she said. “People’
should acknowledge the good points of
having more options and tapping benefits
from the national e-payment scheme.”

The Bank of Thailand is drafting a pay-
ment bill that will cut duplication of the
governing and regulating procedures and

serve the new payment technology, both
online and offline.

Ms Ruchukorn said the low fees of
e-payment would also allow the system
to move forward quickly as people would
see the attractive costs of using the ser-
vice, making it more popular and creating
economies of scale. :

“That will make the service fees even
cheaper than the current rates,” she said.
“We [the central bank| will oversee the fees
to be on a par with other channels. Even
though we have implemented e-payment
already, we still need 0 maintain alterna- ;
tive platforms such as credit cards to give -
users more choices.”

Low-income earners registered for the
e-payment scheme will be ready to benefit
early next year, Finance Minister Apisak
Tantiworavong told the conference.

About 1.5 million people have regis-
tered for the scheme, which is still low
compared with the number of low earn-
ers countrywide, he said.

“I'hopelow-income earners will register
for PromptPay so that we can access the
right group of people who require aid,” Mr
Apisak said.

Current subsidies such as free utilities
and bus and train fares are given to the
vast majority of people, but some do not
require the subsidies.

Those eligible for low-income regis-
tration are peopie with annual income
of less than 100,000 baht who have no !
other assets.

However, those that do not register will
miss extra benefits under this scheme only,
but they will still be eligible to access exist-
ing state subsidies as usual.
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E-payment
will help cut

inequality

PROGRAMME -~
TO ENHANCE
INFORMATION,
INCREASE EFFICIENCY

SUCHEERA PINIJPARAKARN
THE NATION

THE GOVERNMENT'S effort to ‘

reduce social inequity and enhance '

the country’s efficiency needs to
start from acquiring information
aboutlow-income people, Finance
Minister Apisak Tantivorawong
said yesterday.

Speaking at a conference host-
ed by the Bangkok Post on the move
towards electronic payment sys-
tems, Apisak said the national e-
payment programme was the

financial foundation forincreasing !
efficiency, which would move |

Thailand ahead of other countries .

in the and
Inequities.

To achieve the goal, low-income
people, defined asthose earning no
more than Bt100,000 per year,

must register to receive social wel-

region narrow

fare, while the PromptPay system '
will make it more convenient for |
the government to transfer pay-

ments to those people, he said.

Middle-income people are -
already familiar with such thingsas |

e-wallets or debit or credit cards,
but low~-income people who live in
remote areas do not have conven-
ient e-payment channels.

To ensure welfare gets to those
whoneed it, the government needs
toknowwho are in the low-income
segment and who should get addi-
‘tional assistance. -

The government is accepting
registrations from low-income
people from July 15 to August 15,
but so far only 1.58 million have
signed up. Perhaps they don’t know




they will get extra benefits by reg-
istering, he said.

People registered as low-income
earners will enjoy waived transport
fares, and elderly people already
receiving welfare of Bt600 amonth
can get additional assistanceifthey
register with the government.

The government will open up
registrations every September.
Apisak said- the government’s

budget allocation would be more -

efficient, and if welfare recipients
register for PromptPay, the prob-
lem of money misallocation will be
solved.

The government hopes pay-
ments of social welfare and tax pay-
ment will be 100 per cent electronic
by the end of this year, up from 70
per cent currently.

Social welfare

Social welfare is the fourth of
five agendas of the national e-pay-
ment programme. The first is

PromptPay, the second is electron-
ic-data-capture (EDC) expansion, |

the third is e-tax and the fifth is
promotion of the system.

E-payment will be more popu-

lar if people can conduct transac-
tions conveniently, which is why
merchants need to have EDC
devices,

Apart from offering a lucky draw
to PromptPay users and small mer-
chants who install EDC at their
outlets, the ministry is assigning
the Revenue Department to con-
sider the possibility of reducing the
withholding tax for merchants who
file that tax via online channels,

“They should pay withholding
tax of 2 per cent, down from the
normal rate of 3 per cent, if they
submit the tax either by ATM or
digital banking,” Apisak said.

It is expected to take a year to
implement the withholding-tax
reduction.
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Efficiency, transparency main

goals of SFi oversight switch

ACHARA DEBOONME'
THE NATION LA

Pt
STATE-OWNED specialised financial institutions
(SFIs) will not be fully immune to politicians’ manipu-
lations even after their oversight is completely trans-
ferred from the Finance Ministry to the Bank of
Thailand, the central bank has warned.

Asked about the mechanism to put an end to politi-
cal manipulation completely, Tongurai Limpiti, deputy
BOT governor for financial institution stability,
emphasised that all would depend on the governance
of the board of directors of the SFTs. ‘

“They must raise their voice against an inappropri-
ate order,” she said during a recent interview. “On our
part, we will reserve the power to force them to dis-
close crucial information regarding such orders. For
example, if the Cabinet approves a Bt10-billion project
but the bank in question is allocated only Bt4 billion, it
must be announced somewhere that the government’s
funding for the remaining Bt6 billion is pending.”

The Cabinet in December 2014 approved the trans-
fer of the oversight of SFIs’ to the central bank. Work
to that end has been ongoing since then and will be
completed once the Finance Ministry endorses all 24
relevant regulations, which mostly deal with loan clas-
sifications. :

‘Lack of transparency in the operations of state-
owned banks was the main reason behind the over-
sight switch, as eight SFIs have been seen as major
political tools to vet public support of incumbent gov-
ernments or boost short-term economic growth. But
because of thetr size, a collapse could have a ripple
effect on the country’s financial stability.

Chiefly, state policies have been carried out by three
major SFIs: the Bank for Agriculture and Agricultural
Cooperatives (BAAC), Government Savings Bank
{GSB) and Government Housing Bank {GH Bank).

Deputy Prime Minister Somkid Jatusripitak in

April mentioned a plan to have GSB relax lending
rules for low-income earners. Lately, GH Bank was
assigned 1o facilitate house re-mortgages.

During the Yingluck Shinawatra administration,
the BAAC was under the radar as an integral part of
the rice-pledging subsidy programme that cost about
Bt400 billion a year. That amount comprised half of
the bank’s outstanding loans in 2013. The BAAC has
been a tool to assist some 20 million farmers. Other
SFIs are: the Islamic Bank of Thailand, Export-Import
Bank of Thailand, Small and Medium Enterprise
Development Bank of Thailand, Thai Credit
Guarantee Corporation, and Secondary Mortgage
Corporation. T

Once the changes are made, the SFTs will have to
honour the same set of rules and regulations imposed
on commercial banks, but to a slightly less rigid
degree. Basel 11 capital rules will be imposed.

Loan classification will be tailored to fit the mis-
sions of each SFI. BAAC, for instance, is in no position
to classify loans and set aside loss provisions every
three months, because of different crop cycles.

The core banking system is to be improved, with
GGSB taking the lead in procurements. All will operate
according to their mandates, as loan growth will be no
longer part of their key performance index. However,
they all must be profitable and self-supporting. SFIs
will no longer be required to maintain liquid assets at
6 per cent of deposits, but must avoid letting liquidity
get too low.

Major changes are expected to be seen in the boards.
of directors. All independent directors as well as chief
executive officers and three lower management levels
must be subject to the same criteria that the BOT
imposes on commercial banks.

For good governance, subcommittees must be set up

" according to the BOT’s requirements. Theoretically, the

BOT as the regulator should no longer be represented
on the banks’ boards of directors, Tongurai said.




Tongurai Limpiti, Ban of Thailand deputy governor for
financial institutions stability.

&

Under the pending amendment to the Financial
Institution Business Act BE 2551, the central bank will

have full control to investigate irregularities, and lack of
action within a specified time frame could lead to clo-
sure of the institution in question. “Our main goal is to
allow them to carry out theirmissions in a sustainable,
efficient and transparent manner,” Tongurai said.

Looking ahead, she said emphasis of supervision
would be placed on comihercial banks’ operational
risks — credit and market risks. But when it comes to
these specialised financial institutions, key supervision
challenges lie with personnel, information-technology
systems, risk management and governance,

/ACHARA DEBOONME
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FPO urges financial safety net

Call to reinstate power
of FIDF on bailouts

4
| WICHIT CHANTANUSORNSIRI .. |
The Fiscal Policy Office (FPO)} will pro-
pose that Finance Minister Apisak Tan-

Financial Institutions Development
Fund (FIDF} to bail out failing financial
institutions in a bid to avert future finan-
cial meltdowns.

The call comes after the Finance Min-
istry and the Bank
of Thailand had
agreed that the
FIDF should play
a role in solving
financial insti-
tutions’
lems, said FPO
director-general
Krisada Chinavi-
charana.

i
|
|
|
i
|
i
H
i
i
)

Krisada: Financial To return
institutions are strong power to the
FIDF, the law

needs to be amended to aliow the FIDF
to address financial institutions’ prob-
lems, he said, adding that the rescue
fund will remain under the central bank’s
Supemsmn

The FIDE an mdependent unit under
the Bank of Thailand, was established in
1985 as a channel to provide financial assis-
tance to troubled financial institutions.

It acted as the lender of last resort for
ailing financial institutions during the 1997
financial crisis, when more than a dozen

financial institutions collapsed. Its bail--

outs at that time led to a hefty loss of 1.4

tivorawong reinstate the power of the -

prob-

trillion baht Asa result, the rescue fund
was disempowered through the enactment
of the Depaosit Protection Agency Act in
2008. Since that time, its powers have been
curtailed solely to managing its own assets
to lower its debt,

Mr Krisada said that under the central
bank’s supervision, there would be no con-
flict of interest in the FIDF playing a role
in overseeing financial institutions, as the
ability to probe such establishments had
been increased under cwrent law.

He said the law prevents central bank
officials from sweeping problems under
the rug as had been done in the past. For

instance, the central bank must instruct ! fund’s assets, dividend payments from

financially ailing institutions to propose

their business rehabilitation plans within
60 days of discovering that their capital
adequacy ratio (CAR) has dropped below
the minimum requirement of 8,5% of risk.
weighted assets. Furthenimaore, ailing insti-
tutions’ operations will be taken over by
the central bank if their CAR drops lower

other financial institutions.

Mr Krisada said that allowing the FIDF
to resume its role did not signal that local
financial institutions were struggling. He
added that Thai financiai institutions are
now strong, with CAR averaging 17.5%.

The FIDF last vear expected that it
would be able to pay off the debt incurred
from bailing out troubled financial insti-
tutions during the 1997 financial crisis in
lessthan 15 years, earlier than the 24 years
previously projected, after its debt burden
fell below 1 trillion baht.

The central bank's net profits, the rescue

banks in which the FIDF holds a stake and
commercial banks’ conwribution of 0,46%
of the depaosit base are all bemg used to
pay off the debt.

The FIDF is the major shareholder in
state-owned Krungthai Bank with a 55.07%
stake. It also wholly owns Bangkok Com-
mercial Asset Management.
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