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1) A Study on Income and Value - Added Tax
Measures to Encourage Participation of
Small and Medium Enterprises to Promote
Competitiveness of Thai Entrepreneurs

2) A Study on land value assessment for
preparation of land and structure tax
act application in Thailand.

3) A Study on Guidelines on Designing
Dual Income Tax in Thailand

4) A Study on shadow Banking businesses
and a proposition on legislative measures
for effective supervision

5) A study to improve Thai law
in supporting information exchange
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A Study on Income and Value - Added Tax
Measures to Encourage Participation of Small
and Medium Enterprises to Promote

Competitiveness of Thai Entrepreneurs

Tax compliance has been a long-lasting problem for many countries
including Thailand. In 2014, the Office of SMEs Promotion announced that
there are 2.7 million Small and Medium Enterprises (SMEs) in Thailand.
Among those, there are only 350,000 SMEs from the Revenue Department
data. Therefore, the possibility that there are many SMEs out there who
are not a part of tax system.

This Study on Income and Value-Added Tax Measures to Encourage
Participation of Small and Medium Enterprises to Promote Competitiveness
of Thai Entrepreneurs has comprehensively compiled significant tax
compliance theories, tax duty of SMEs, problems and obstacles of Thai
SMEs, and tax measures for SMEs both in Thailand and abroad. Research
methods include both secondary and primary data from focus group and
questionnaires of Thai entrepreneurs in order to learn about SMEs’
problems in Personal Income Tax, Corporate Income Tax, Withholding Tax,

and Value-Added Tax and be able to present appropriate solutions.
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The study found that SMEs’ major obstacles in complying with
tax laws is from having a relatively higher tax compliance cost comparing
to large business. That is because those compliance costs are mostly
fixed cost and regressive in nature therefore large business has lower cost
as their revenues get higher, which is unfavorable for SMEs. Other obstacles
include complexity in tax laws and tax calculation, lack of tax knowledge,
perception of unfair tax system, and non-appropriated incentive measures.

In practice, this study has proposed policy recommendations
to reduce problems and obstacles of SMES via four main measures that
corresponded to four types of taxpayers’ behaviors (Good Taxpayers,
Unwilling Taxpayers, Lack of Knowledge Taxpayers, and Intend-to-Evade
Taxpayers):

1) Incentive Measures to reduce tax burden and improve
competitiveness of SMES for Unwilling Taxpayers and Intend-to-Evade
Taxpayers such as promoting the shift to corporate identity, simplifying
the withholding tax system, proposing revision of tax deductions for SMEs,
imposing compulsory VAT registrations, and giving tax credits for research
and development.

2) Enforcement Measures to create respectable tax laws for
Intend-to-Evade Taxpayers such as enforcing tax laws more seriously,
revising penalties to reflect tax evasion intention, rewarding citizens who
give clues on tax evasion, and reorganizing tax agency to separate tax
collection and tax policy duties from auditing and enforcement duties for

more transparency.
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3) Knowledge and Tax Morale Building Measures for Lack of
Knowledge Taxpayers to know their duties and be able to comply with
tax laws such as setting up Friendly Tax Service Center, putting citizens’ duty
and tax knowledge in educational curriculum since kindergarten, and
organizing free training for registered SMEs.

4) Reward Measures for Good Taxpayers to reward continuity of
good behaviors and be the role models for other citizens by offering the
reward package that give benefits to good taxpayers in two levels namely
Role Model SME’s Taxpayer Award and Super Role Model SMEs’ Taxpayer
Award conditional upon the duration of being good taxpayers. For examples,
certificate, tax delivery service, free promotion of business through

government channels, and tax credit vouchers.
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A Study on land value assessment for
preparation of land

and structure tax act application in Thailand

Taxes on properties are the main sources of revenue for local
authorities. At the present time, property taxes are collected under the
Building and Land Tax Act and the Land Development Tax Act. Because
these two taxes are used for long time, therefore, these taxes are
outdated and are not suitable for collecting taxes in the context of
present time. On June 7th 2016, the cabinet approved the draft Land
and Building Tax Act. B.C. ..., which intends to improve a collection of
tax on properties and to replace the existing taxes. This act will impose
tax on the appraised value of Land and Building. Once this tax is in
effect, it will continually expand the collection of tax on properties,
increase tax equity, reduce judgement on tax administration, encourage
a utilization of lands and increase revenue for local authorities.

The Land and Building Tax separates properties into 3 groups,
which base on purpose of use, i.e. properties using for agricultural
purpose, properties using for residential propose and properties using
for other purposes (e.g. commercial, industrial, recreation and etc.).
Each class of properties is subjected to different tax rates. For properties

that comprise of at least 2 different classes, e.g. property using for both
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residential and commercial purposes, these properties will be assessed,
according to a ratio of the area using for each purpose to the total area.
Moreover, buildings are also classified into 29 different types, e.g.
detached house, terrace house, hotel, department store and etc. Each
type of building also has a different average value. However, this system
of assessment of a mix-used properties can create complication for tax
assessment. Therefore, this study is intended to search for criteria that
can be efficiently use to classify properties, which help assessing a value
of a mix-used property.

The scope of study are as follows. 1) Study the regulations that
classify the use of properties in foreign country. In particular, this study
looks at the regulations of state of Michigan and state of New York,
United State of America and Ontario, Canada. 2) Study a pattern of the
use of properties within study areas, i.e. Pakkret district, Nonthaburi and
Tambon Om Yai, Nakormpratom. 3) Apply the aforementioned classification
regulation on sample properties that collect from study areas. 4) Define
appropriate criteria, which can be used for classifying and identifying
a proportion of the use of properties. and 5) Create a property’s value
assessment model using mass valuation approach.

In this study, we found that

1) The proposed assessment of value of properties using the
existing system is suitable in the beginning period of implementation of

the Land and Building tax.
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2) Regarding the pattern of the use of properties, in Pakkred
area, the majority of properties are used for residential purposes,
commercial properties are found regularly, some mix-used properties
are also found. The rest of the properties are vacant lands. In Om Yai
area, most properties are used for agricultural purpose. The rest are
used for residential and industrial purposes. Mix-used properties are
also found in this area.

3) Regarding an application of the foreign classification regulation
on sample properties that collect from study areas, we found that level
of detail of classification effect the accuracy of assessment of the value
of properties. However, the detail classification also need a lot of data,
which do not collect by local authority at the present time.

4) Regarding a Mass Valuation Approach, we found that a statistical
model based on this technique makes an assessment of the value of
properties efficiently. These properties’ value would be suitably used
as property tax base. This technique can also identify factors that
effects value of land. We found that size of land, ratio of utilized area,
road surface condition and classification of the use of properties have
significant effects on total price of properties. Whilst, the depth of land
and age of building have significant negative effects on total price of
properties. We also found that transportation and access to property
are important factors as well. However, this statistical model is only
a preliminary model, because of the limitation of sample size. To make

this model feasible in reality, each local area, which has unique characters,
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will have to have its own model. This particular model, therefore,
will yield an accurate assessed value of properties in its area.

We found that the difference between classifications of the use
of properties in sample foreign countries is depend on the difference of
contexts in each society, e.g. size of population, resources availability,
occupation, pattern of businesses and etc. Therefore, the classification
system of the use of properties in Thailand should also be based on
apparent characteristics of Thai society. Therefore, we propose that

1) When the Land and Building Tax is launching, the existing
classification system should be used for property’s value assessment in
the beginning state to mitigate a complication. Afterward, when local
authorities thoroughly survey properties all over country and readily
have all data required, this data should be analyzed. The result can be
used for improving the classification system. This improving system
should be able to use for classifying all the regular types of properties
except some properties that consider as non-regular, e.g. expressways,
dam, and etc.

2) Regarding a mix-used property, we propose that the value of
such property should be separately assessed according to the type of
use. The area of use for each purpose have to be unambiguously
identified. Therefore, the criteria that use for identifying such area can

be separated into 2 scenarios, i.e.
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2.1) 1" scenario, if the property is a land with structures,
where each area of that land can be visually separated according to
the different use of property.

(1) If there is apparent physical borders, e.g. fence, wall
and etc,, that separate an area that uses for particular purpose from the
other within the land, such border can be used to define that area of
the land.

(2) If there is no apparent physical border, the area of
land for a particular use would be defined by the structure and its
adjacent area.

2.2) 2" scenario, if the property is a land with a structure, in
which that structure covers most of the land. A ratio of the structure
using for each purpose to the total structure area, which proposes in
chapter 6, would be used to define each area of land.

3) After the Land and Building tax is in effect and all local
authorities collect all data that influences the value of properties, such
data should be delivered to the Treasury Department. The Treasury
Department, then, can use that data to create model, based on Mass
Valuation Approach, which fit to each local area. Local authorities will
be able to use these model to evaluate the total value of each property
in their jurisdiction. These would improve equity, efficiency, and reduce

the administration cost of the Land and Building tax in the long run.
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A Study on Guidelines on Designing

Dual Income Tax in Thailand

Tax collections in countries throughout the world have adopted
the comprehensive tax system which posits that all types of income
reflect similar ability to pay. Accordingly, all income types should be
taxed at the same rate. However, investment and communication are
increasingly borderless, interest, profit, and dividend are elastic and
mobile, company owners and investors tend to execute tax planning
and tax avoidance by moving capital income to countries with tax rate
lower than the countries where income was originated from.

To tackle the problem, Nordic countries invented new tax system
called “Dual Income Tax (DIT)” which will increase revenue base by
expanding tax base of capital income, because taxing capital at a single,
low rate will prevent tax avoidance, reduce economic distortion,
increase economic efficiency, and induce more people to tax system.

This paper studies DIT’s concept, background, models, benefit
and cost, as well as its appropriateness to implement DIT in Thailand.
It is found that Thailand’s personal income tax (PIT) is difference from
comprehensive income tax system, as the PIT contains many
exemptions and allowances. Furthermore, PIT filers can choose not
to file some types of income, so tax burden of each filer with the same

assessable income may vary.
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Although DIT leads to higher efficiency of tax collection, it has
some difficulties depending on tax system, culture, objective, potential,
and tax policy of each country. DIT can be implemented in developing
countries. Indeed, setting corporate income tax rate similar (or close) to
personal income tax rate of capital income and labor income will enhance
competitiveness, increase domestic and foreign direct investment,
expand tax base, and reduce size of shadow economy (which is typically
sizeable in developing countries). This is mainly because DIT will induce
people to file tax return and change their business entity from person
to corporate. Moreover, DIT is quite simple so that tax administration
costs and tax compliance costs will be reduced. Most importantly,
DIT will decrease tax incentives (which erode tax base), corruption, and
rent-seeking behavior of private sector from government economic
measure.

The adoption of DIT in Thailand begins with splitting personal
income tax base to capital income and labor income, followed by
applying both income-splitting rule and gross asset method of Nordic
countries.

Two approaches are considered in the paper:

1) DIT is implemented by abolishing all personal income tax
exemption and rate reduction, which will make personal income tax
neutral. Capital income both from personal income tax and corporate
income tax will be taxed at a rate of 15 percent. Moreover, for labor

income, the current 150,000-baht net income exemption will be
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Increased to 500,000 baht.

2) Semi-DIT is implemented as a pilot project by applying some
concepts of DIT. Compared with the first approach, this approach is
more realistic. That is, capital income rate is not set at the lowest level
labor income, and each type of capital income can be taxed at different
rates. Moreover, the rate of capital income will be progressive ranging
from 5 percent to 20 percent. In this regard, personal’s capital income
which is split from labor income by systematic accounting will be taxed
at a maximum rate of 20 percent. On the other hand, personal’s
income which is not categorized will be taxed at the regular progressive
tax rate. Corporate income tax rate is 20 percent, which is the present
rate. For personal income tax exemption and rate reduction, as well as
the current system of withholding tax will be unchanged.

Implementing DIT is still controversial when considered against
tax principles including equity, efficiency, neutrality, and revenue
generation. Table below summarized advantages and disadvantages of

DIT.

DI
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Advantages and disadvantages of DIT

Advantages

disadvantages

1. Reducing tax administration costs

and tax compliance costs
2. Preventing capital flight
3. Decreasing tax distortion

4. Promoting economic Growth

1. Creating difficulty in splitting
between capital income and
labor income, as well as setting

imputed rate of return

2. Switching from personal labor

income to capital income

3. Exacerbating income
distribution problem, as high
income persons earns larger of

capital income

In terms of effect on government revenue, implementing DIT can

be categorized into 2 approaches (DIT and Semi-DIT) and with or

without switching tax base from income type of 40 (6) 40 (7) and 40 (8),

which is mixed between capital income and labor income, to the

lowest tax rate. Accordingly, efficiency of correctly splitting is the key

success factor of DIT adoption in Thailand.
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Effect on Government Revenue from DIT Adoption in Thailand

Unit : Bath
Revenue
Corporate | Recovered
Personal
Approach Income from Total
Income Tax
Tax Abolishing
Exemption
1" Approach (DIT)
without Tax Base | - 37,223,042,480 95,008,378,395
Switching
- 43,492,579,125 | 175,724,000,000
1" Approach (DIT)
with Tax Base - 144,698,754,876 -12,467,334,001
Switching
nd
2 Approach
(Semi-DIT)
- 21,382,622,709 0 0 - 21,382,622,709
without Tax Base
Switching
nd
2 Approach
(Semi-DIT)
- 91,165,348,824 0 0 - 91,165,348,824

with Tax Base

Switching

61



A Study on Guidelines on Designing

Dual Income Tax in Thailand

62

In summary, major limitation of DIT adoption in Thailand is
splitting business income to capital income and labor income.
Furthermore, implementing . approach (DIT) may not be appropriate.
This is because preventing tax avoidance and evasion is difficult;
all governments need to utilize tax measures as an economic policy;
abolishment of personal income tax exemption and rate reduction is
almost impossible when considered political economy factor. In the
future, if capital flight increases significantly, implementing 2" approach
(Semi-DIT) may be an appropriate option, which will make personal
income tax more efficient, as well as expanding revenue base to

accommodate Thailand’s sustainable social and economic development.
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A Study on shadow Banking businesses
and a proposition on legislative measures

for effective supervision

Financial services play an important role by financing every sectors
in society. It is known as source of fund for public and private sector
and an investment and saving tool. In general, financial institutions as
financial intermediaries provide financial services. When economy grows
rapidly and there are demands for funding, sometimes financial sector
is not capable to response to such demands, that is when “Shadow
Banking” takes place. Shadow banking is an alternative source of funding.
However, shadow banking also has negative impact to the economy
because it acts as financial intermediary the same way financial
institutions do without being regulated. Hence, shadow banking does not
take prudential regulations nor risks into account and that leads to the
fact that it can run business without any restriction and expose to all
kind of risks. If shadow banking collapse, it could affect the whole
economy.

As mentioned earlier, financial services must be regulated by
authorities in order to stabilize an economy and to protect public interest.
However, regulating financial services also limits an ability of financial

institutions to provide more loans. If an authority imposes stick prudential
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regulations or lower interest rate when there are demands in a financial
market, investors will then turn to different kinds of financial products
from different sources such as financial instrument from investment
bank instead of deposit money at a regular bank.

Nowadays, there is no sign of shadow banking in Thailand. It is
because all of the financial institutions in Thailand such as banks,
investment firms, non-banks are strictly regulated. That is the reason
why Thailand has not yet officially defined the term “Shadow Banking”.
Regarding this research, the term “Shadow Banking” refers to a financial
intermediary which is not a financial institution but its major activity is
providing credits. Shadow banking may be in form of a group of entities
which one of the entities raise funds from a market and transfer the
funds to another entity to provide credit without being regulated.

The cause of shadow banking is that it is not regulated.
The regulations that shadow banking avoids are related to 1. capital
adequacy 2. risk management 3. corporate governance and 4. consumer
protection. The shadow banking case study in China showed that the
Chinese government had imposed strict policies on bank loans which
allowed only large corporations to access to credits. That caused the
Chinese SMEs to limited funding and led them turmn to shadow banking
instead. Furthermore, during that time, shadow banking had become an
interesting alternative choice for Chinese investors when the deposit
interest rate of financial institutions was very low and against the

inflation rate. In order to survive, some of the Chinese banks had set up
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investment trusts to raise funds by issuing a financial instruments called
“Wealth Management Products or WMPs” and used large government
projects to back up such WMPs. When the large government projects
had liquidity problem and could not repay investors on time, it led to
a major shadow banking crisis in China. Unlike China, shadow banking in
The U.S. caused by sub-prime mortgage and reluctant policies regarding
to investment banking regulations. The shadow banking led to liquidity
problem in financial sector and major corporations in the region.
It started from life insurance companies and investment banks that
were not regulated as financial institutions and could raise funds and
borrowed 20-30 times more than the value of its collaterals. These
companies then securitized sub-prime mortgages into a financial
instrument called “Collateralized Debt Obligations: CDO” and sold it to
investors. Without being regulated, the securitization was not transparent
and the investors did not have sufficient information about the CDOs.
When the mortgages that back up the CDOs became NPLs, the whole
market collapsed.

The laws of Thailand which relate to shadow banking are
1. Financial Institutions Businesses Act 2. The Revolution Order No. 58
3. The Stocks and Stock Markets Act 4. Securitization Act 5. Trust for
Capital Market Activity Act. In international perspective, Financial Stability
Board or FSB as a panel that set an international standard in banking
regulations has set standards in order to regulate and strengthen

shadow banking and also evaluate systemic risk outside banking sector.
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Furthermore, FSB together with I0SCO and BCBS has imposed a policy
to immune banking industry against shadow banking such as Bank’s
Re-Securitization Exposures, standards for securitization, capital adequacy
evaluation, etc.

This researcher finds that, at the present, Thai laws and
regulations have not yet recognized the existence of shadow banking.
It is because there is not significant evidence of shadow banking in the
country. The other reason is that the laws regulating financial businesses
are very strict. However, there are some loopholes since there is no
Thai laws that recognizes shadow banking. The suggestions are as below:

1. Legal measures
1.1 specify shadow banking as a regulated business under
section 15 of Financial Institutions Businesses Act
1.2 set out standards for shadow banking regarding
1.2.1 raising funds
1.2.2 MMFs funding
1.2.3 Securitization
1.2.4 regulate any businesses that relate to shadow banking
2. Shadow banking supervision
Establish a new organization to supervise and regulate shadow
banking
3. Other measures
3.1 promote financial literacy

3.2 provide knowledge on financial consumer protection

66



—
e
umu‘mmmgﬁs Qf:

A study to improve Thai law in supporting

information exchange in tax matters

Nowadays, the world is rapidly stepping toward the new era
of globalization, breaking through the barrier of interational trade, service
and investment. This fact leads to accumulative cross-border movements
of capital and production factors of entrepreneurs that tend to shift
their profits to a country with lower tax rates. In addition, technology
advancement allows more businesses to undertake substantial economic
activity without the degree of physical nexus required to be subject to
the income tax. The present business, therefore, is hard to value
and has posed particular difficulties.

Finding a solution for the above mentioned, governments
of states all around the world have discovered that the more
tax-related information they could get, the easier they could detect
taxpayers’ income. Since then, international exchange of tax information
has been attracting the governments’ interest as a fiscal measure leading to
taxation transparency and tax collection effectiveness.

Researches present that in these days, there are three methods
of tax information exchange: exchange upon request under Double
Taxation Agreement (DTA), exchange under Tax Information Exchange
Agreements (TIEAs) and exchange information of financial institutions

under Foreign Account Tax Compliance Act (FATCA) of the United States
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of America. Up to now, Thailand has already signed the FATCA and
sixty DTAs; however, Thailand has not yet been committed to TIEAs
with any states.

Moreover, a major breakthrough toward tax transparency
tends to be accomplished by fostering tax co-operation and improving
all forms tax information exchange between nations. The commitment
to establish tax information exchange, consequently, has been another
step change in international tax transparency. The first reason is a huge
push from international organizations and mighty nations which are
in need of their own citizens’ information in order to enhance ability
of tax collection. Another reason is the ineffectiveness of exchanging
information through DTA due to domestic legal limitations. International
organizations and many countries, as a result, cooperatively establish
tax information exchange relationships through multilateral information
exchange instrument in order to close loopholes in taxation laws
as well as to solve tax avoidance problems.

From studies and interviews, researchers have come to
the conclusion that the Thai government and official sectors should
seriously reconsider the role of Thailand in g¢lobal arena about
tax information exchange, by studying in details about the global trend
and understanding profoundly the context of each relevant agreement.
Before committing to any agreements, the government should be
assured that, in return, Thailand would get more or less benefits

from the receiving information.
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To encourage the exchange of tax information, the researchers
suggest that Thailand should commit to implement practices of tax
information exchange and call on the international standard mechanisms
necessary to increase an efficient implementation in the exchange
of information context.

In doing so, some relevant domestic laws should be reconsidered
in order to pursue the standard such as adding the General Anti-tax
Avoidance Rule (GAAR) and Specific Anti-tax Avoidance Rules into
our domestic legislations, amending the context of the Revenue Code
to support exchange of information through DTA, improving the Data
Privacy Protection Laws, and providing a legal framework to ensure
the confidentiality of the information received. Besides, the establishment
of a government agency who will act as an intermediary should be
clearly assigned. For the private sector, in providing them tax incentive
measures such as cost deduction for preparing the tax information
might be a good strategy to motivate them to follow the due diligence
procedures.

These suggestions aim to worthwhile use of receiving information
and enhancement of Thailand’s taxation laws, resulting in the achievement

of tax transparency and tax assessment effectiveness in the near future.

DI
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Promoting Fiscal Sustainability through
Exchange Rate Risk Reduction

in the Budgeting Process

Economic system is vastly connected. Government’s economic
activities inevitably involves inter-governments and private sector at
both national and international level. As such, foreign currency is needed
as a median of governmental exchanges, while Thai government’s
budget planning is in Thai Baht. This currency mismatching causes
government’s budget to face “exchange rate volatility risk” due to
difference between expected exchange rate and actual (spot) exchange
rate. Moreover, as government agents do not use financial products
to mitigate this risk, the consequence is an inefficient budget allocation.
For example, when Baht depreciated, gsovernment needs to allocate
additional budget to its agencies. On the other hand, when Baht
appreciated, government loses the opportunity to use spare budget for

other fruitful projects.

This research studies “Possible solutions to mitigate
exchange rate risk in government budgetary process for fiscal
sustainability” aiming to build knowledge base, gather data on
government expenditure nominated in foreign currency, and analyze

exchange rate risk toward government expenditure in order to suggest
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possible solutions for government in mitigating these risk. The research
is conducted in two parts. In the first part, Focus group interview is
done to gather information, opinions and suggestions from related
parties. The interviewees are representatives from government agencies,
commercial banks, and academic fellows. In the second part, data on
government expenditure nominated in foreign currency is collected and
analyzed the worthiness of using financial products to mitigate exchange
rate risk.

The research findings are

1. Government budget nominated in foreign currency in fiscal
year 2541 B.E. and fiscal year 2554 B.E. shows that government
expenditure is significantly affected by exchange rate volatility. In addition,
Baht depreciation has greater impact on government expenditure than
Baht appreciation. Moreover, Ministry of Foreign Affairs, Ministry of
Commerce, and State Owned Enterprises are top three agencies who
suffered from exchange rate volatility during those fiscal years.

2. Representatives from bankers and academic fellows suggest
that government needs risk management towards exchange rate volatility.
addition, they recommend various risk management method such as
setting up centralized treasury center to handle expenditure nominated
in foreign currency and using financial products. Moreover, the government
should consider its ability to handle risk management, precise amount
of expenditure nominated in foreign currency and policy maker’s

emphasis towards this issue.
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3. Estimation of government expenditure nominated in foreign
currency considers number of related factors. Those factors are price,
quantity of goods and services, number of transactions, rate of change
of exchange rate, and rate of change of Consumer Price Index.
We estimate that in fiscal year 2558 B.E. and fiscal year 2529 B.E,,
government expenditure nominated in foreign currency amount to
78,509 million Baht and 77,744 million Baht respectively. The size of
exchange rate volatility risk for each year is defined at 3 percent of
those amount.

4. Analyzing worthiness of using 3 financial products namely
Futures Contract, Forward Contract, and Options shows that all
products incur transaction cost below 3 percent. Moreover, those 3
financial products have both different pros and cons.

5. We summarize 6 possible solutions to mitigate fiscal risk
from exchange rate volatility as follows; (1) Self-managing within
allocated budget; (2) Requesting additional budget; (3) Negotiating
payment in Baht; (4) Having foreign currency account to pay expendi-
ture nominated in foreign currency; (5) Setting up centralized treasury
center to handle payment of expenditure nominated in foreign currency;
and (6) Setting up centralized unit to employ financial products to
mitigate risk.

6. From those above solutions, we recommend setting up
centralized governmental unit to manage exchange rate volatility.

The centralized unit not only brings economy of scale but also save cost
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of separately setting up new units in each of government agencies.
Moreover, we specifically recommend that this centralized unit should be
the off-budgetary fund under supervision of Public Debt Management
Office (PDMO). As PDMO is an expert in managing exchange rate volatility
through financial products. In addition, PDMO is an agency within the
Ministry of Finance, which directly involve in determining government’s
expenditure framework together with the Budget Bureau.

7. However, to bring our research recommendation on setting
up centralized unit within PDMO into practice require further in-depth
studies on various issue such as actual amount of government expenditure
nominated in foreign currencies, size of risk involved, choice of transactions
to use financial product, cost of setting up centralized unit, coordination
between new unit an existing unit, system of check and balance. Lastly,
further research is needed to insure efficient and prudent exchange rate

risk management of budgetary process.
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