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NACGA BILL TO GO BEFORE CABINET
The draft bill for the National Credit
Guarantee Agency (NaCGA) is set to be
proposed for cabinet consideration today.

Cabinet set to mull NaCGA draft law

Bill aims to reform credit guarantee system to allow broader access
to credit for entrepreneurs, writes Wichit Chantanusornsiri

he Finance Ministry looks set to pro-

pose for cabinet consideration today

the draft bill for the National Credit

Guarantee Agency (NaCGA), a new

facility for small and medium-sized
enterprises (SMEs) that provides direct guar-
antees for a low fee.

This legislation represents a challenge for
the government, which is striving to increase
access to formal credit for domestic entrepre-
neurs. Surveys indicate 40% of the country's
3.2 million SMEs still face difficulties accessing
formal credit.

PURPOSE OF NACGA
The push for the NaCGA bill —which the cabi-

ume 40% of the country’s 3.2 million SM still face difficulties accessing formal credit.

040 (13 May 25/03:23)
y ..:.,'-:] . 'H:.... pror ke

net has already approved in principle — aims
to reform the credit guarantee system currently
operated by the Thai Credit Guarantee Corpo-
ration (TCG), to allow broader access to credit
for entrepreneurs.

However, the draft bill stipulates that finan-
cial institutions must contribute to NaCGA’s
fund, which will serve as a capital source for
providing credit guarantees. This is in addi-
tion to government contributions, which are
required to provide initial funding of 10 bil-
lion baht, and the guarantee fees paid by the
entrepreneurs themselves.

The bill proposes that financial institutions
must contribute to the fund at a rate not exceed-
ing 0.3% per year of the total volume of domestic
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business loans issued by commercial banks and
specialised financial institutions. The effective
rate will later be announced by the ministry
via regulation.

A source from the financial sector who
requested anonymity said at present financial
institutions are not required to contribute to
a fund for use in credit guarantees for entre-
preneurs, making them reluctant to make
such contributions.

Meanwhile, Deputy Finance Minister
Paopoom Rojanasakul said the draft law is
expected to go before the cabinet on May 13, fol-
lowing the earlier approval in principle ofthe bill.

According to Mr Paopoom, while the maxi-
mum contribution rate is 0.3% of each financial
institution’s total business loan portfolio, the
actual contribution rate may be significantly
lower once this law is enforced.

He said mandating contributions from finan-
cial institutions is meant to incentivise them to
utilise NaCGA'’s services more frequently. This
will help reduce the costburden of credit assess-
ment for the financial institutions, as NaCGA
will take over the role of evaluating loan quality
on their behalf.

CONTROVERSIES AND CONCERNS
During the public hearing process for this draft

law, which is required under the constitution,
some participants suggested that the contri-
bution to the fund — calculated based on the
domestic business loan portfolio of financial
institutions at a rate not exceeding 0.3% —
should only apply to the portion of loans for
which NaCGA provides credit guarantees to
business operators.

Meanwhile, others suggested that the contri-
bution rate from financial institutions should be
reduced to no more than 0.1% per year, in order
to avoid creating an excessive financial cost
burden for commercial banks and specialised
financial institutions.

Some suggested that the calculation of finan-
cial institutions’ contributions should be based
on the loan portfolio specifically extended to
SMEs and micro-enterprises, rather than on
the total business loan portfolio of commercial

banks or specialised financial institutions.

Other participants emphasised that NaCGA's
operations must remain independent, free from
political interference and unrelated to financial
interest groups, in order to ensure professional
decision-making.

This is especially important in the selection
and performance evaluation of the director
and senior executives, which should be based
on clear, transparent and performance-ori-
ented criteria.

A source from the financial sector who
requested anonymity said the independence of
NaCGA is critical to its long-term viability. If the
institution is subject to political interference, it

risks being used as a tool for gaining political
popularity, without regard for the potential neg-
ative impact on the state budget or the financial
burden imposed on contributing institutions.

OPERATIONAL DIFFERENCES

The concept of establishing NaCGA to replace
the current TCG is modelled on the Korea
Credit Guarantee Fund (KODIT), a specialised,
non-profit public institution in South Korea.
KODIT provides a wide range of credit guar-
antees and is funded by government contribu-
tions, domestic financial institutions and other
sources such as donations from large domes-
tic corporations.

Under NaCGA's credit guarantee system, the
guarantee fee will be based on the individual
risk profile of each entrepreneur — unlike
the current portfolio-based fee structure
that does not reflect the actual credit risk of
each borrower.

In the NaCGA model, the agency itself will
assess the creditrisk ofindividual loan applica-
tions requesting guarantees.

Entrepreneurs can then use the issued
guarantee to apply for a loan from a financial
institution. This means NaCGA will effectively
take on a critical role of financial institutions
— risk assessment — bringingit closer to being
a financial institution itself, lacking only the
authority to directly lend.

The key question is whether NaCGA will truly
have greater expertise in credit risk assessment
than financial institutions, the source noted.

Additionally, once NaCGA issues a credit
guarantee to an entrepreneur, the collateral (if
any) may be registered under NaCGA’s name
— subject to mutual agreement — unlike the
current system where the TCG guarantees loans
while the collateral remains with the finan-
cial institution.

NaCGA's credit guarantee system will shift
from a portfolio-based to a risk-based pric-
ing model, to more accurately reflect actual
credit risk.

Some entrepreneurs pay guarantee fees
that exceed their actual risk, while others with
higher credit risk pay lower fees based on the
product rather than their individual profile.

ROLE AND EXPECTATIONS

NaCGA's scope of guarantees will also be
broader than that of the TCG. The agency will
be able to guarantee loans from commercial
banks and non-bank financial institutions,
as well as guarantees for debt instruments or
assel securitisation.

However, this does notinclude equity instru-
ments or loans provided by other businesses
involved in capital sourcing, as determined by
the policy committee, and also excludes equity
or equity-like instruments.

It may also guarantee loans provided by other
funding-related businesses, as determined by
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policy directives — again, excluding equity or
quasi-equity instruments. This broader man-
date is designed to better address the liquidity
needs of entrepreneurs,

Entrepreneurs eligible for guarantees from
NaCGA are not limited to SMEs; other types
and sizes of businesses may qualify, as defined
later by the board of directors.

NaCGA can also propaose plans directly to the
cabinetin urgent cases where there is a need to
support entrepreneurs or promote credit access
in alignment with government policy goals,
such as the development of strategic sectors
or the national economy.

Beyond improving SMEs’ access to formal
creditand reducing reliance on informal fund-
ing sources, NaCGA is expected to serve as a
stabilising mechanism in times of economic
volatility, particularly during crises marked by
high risks and uncertainties in the financial
system.
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Headline: Government targets tax reform in attempt to boost revenue

GOVERNANCE

Government targets tax reform
in attempt to boost revenue

WICHIT CHANTANUSORNSIRI

Tax reform to increase government
revenue must be seriously pursued to
enhance fiscal strength, says finance
permanentsecretary Lavaron Sangsnit.

According to Mr Lavaron, this year
the Finance Ministry must address the
direction for tax reform, with efforts to
increase government revenue expected
within a month.

He said that if the government
could collect revenue equivalent to
18% of GDP, it would allow it to begin
formulating a balanced budget atter
more than 20 years of operating with
budget deficits.

Government revenue collection
currently totals 15.5% of GDP, which
is lower than previous levels of around
17% of GDP.

Regarding the idea ofimposing value-
added tax (VAT) on businesses earning
less than 1.8 million baht annually to
increase state revenue and reduce the
budget deficit, Mr Lavaron said the Rev-
enue Code already provides for collect-
inga flat-rate tax of 2.5% for businesses
earning under that threshold. However,
taxpayers under this scheme would not
be able to deduct VAT from output VAT
for refund purposes.

He said the government's revenue for
fiscal 2025 poses a significant challenge
for the Finance Ministry because the
Thai economy will likely be affected by
the US tariff policy.

As a result, the ministry has cut its
economic growth forecast for Thailand
to 2.1%, from 3%.

Given these issues, Mr Lavaron said
the ministry has begun to focus more

seriously on revenue collection. The
finance minister has held meetings with
relevant agencies to assess the revenue
outlook and to plan for new sources of
income, he said.

The cabinet recently decided to raise
the oil tax by 1 baht per litre, which is
expected to increase government rev-
enue by around 3 billion baht a month,
or 15 billion baht over the remaining
five months of the fiscal year.

According to Mr Lavaron, many
businesses are evading VAT by splitting
into smaller companies to ensure each
earns less than 1.8 million baht annu-
ally, causing the state to lose revenue it
should have received.

From October 2024 to March 2025,
the first half of fiscal 2025, the govern-
mentcollected netrevenue of 1,195 tril-
lion baht, which is 2.3% higher than the

An illustration depicts the tax time concept. The Finance Ministry has vowed to focus more seriously on revenue collection.
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The finance
minister has held
meetings with
relevant agencies
to assess the
revenue outlook
and to plan for
new sources of
income.

LAVARON SANGSNIT
Permanent secrefary,
Finance Ministry

target. This was mainly due to strong
domestic consumption driving VAT col-
lection and higher-than-targeted remit-
tances from state enterprises. However,
automobile tax collection fell short of
the target due to policies promoting
electric vehicle usage, which carry
lower tax rates than internal combus-
tion engine vehicles.

Among the three main tax depart-
ments during the first half of the fiscal
year, the Revenue Department's rev-
enue collection exceeded its target by
1.1%, while the collection by the Excise
Department fell short by 7.4%, and that
of the Customs Department was 6.9%
below the target.
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