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Bill to beef up state firm
efficiency passes cabinet

CHATRUDEE THEPARAT

A draft bill that is instrumental to state
enterprises’ efficiency and transparency
enhancement gained cabinet approval
yesterday. Enforcement is expected to
start late this year upon getting final
approval from the National Legislative
Assembly (NLA).

Ekniti Nitithanprapas, director-gen-
eral of the State Enterprise Policy Office
{Sepo), said the draft calls for the stra-
tegic development plan for each state
enterprise to pursue and conform to the
country’s national economic and social
development plan.

The bill also requires the state enter-
prises policy committee, chaired by the
prime minister, to be set up and outline
guidelines for state enterprise operations.

The bill also calls for better governance
and infermation disclosure to the public,
and greater clarity in choosing members
of the board of directors at each state
enterprise, which should be based on
qualifications and expertise.

The bill calls for an evaluation pro-
cess to ensure that all state enterprises
operate as reguired. Most importantly,
a national holding company will be
established under the bill to oversee 11

corporatised state enterprises.

“State enferprises serve as a very
important mechanism for the govern-
ment's drive to rev up the economy, as
half of state investment or 500 billion
baht is from those enterprises,” he said.
“State enterprises also include public
utiliies ranging from water and electric-
ity to transport.

The government is hopeful that the
reforms will help enhance transparency
and increase efficiency at staté enter-
prises, which have previously failed
to work together, operating without a
clear-cut strategic plan or in accordance
with the country's social and economic
national plan, said Mr Ekniti.

The 11 corporatised state enterprises
are PTT Plg, ToT, CAT Telecom Plc, MCOT
Plc, Thai Airways International Plc, Air-
ports of Thailand Plc, the Transport Co,
Dhanarak Asset Development Co, (a state
enterprise under the Treasury Depart-
ment), Thailand Post Co and the Syndi-
cate of Thai Hotels & Tourists Enterprises
Ltd, and Bangkok Dock Co.

There are 56 state enterprises with
total assets of 11.9 trillion baht employ-
ing 425,000 people. Their total revenue
in 2015 amounted to 5.1 trillion baht, up
from 1.5 trillion in 2004,
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DRAFT BILL ON STATE
FIRMS’ SUPERVISION
The Cabinet yesterday

approved a draft bill on the
supervision and administration
of state enterprises for further
review by the National 45
Legislative Assembly. d

If approved, the legislation is
expected to comeinto force in
fiscal 2018. _

Ekniti Nitithanprapas, direc-
tor-general at State Enterprise

~ Policy Office (SEPO), said the

drafted bill aimed to develop
and upgrade performance of
state enterprises.

The main features of the
drafted hill include establish-

. mentof anational committee to
oversee state enterprises' long-
term development, formation of
work strategies for each state
enterprise as well as establish-
rment of a holding company for I]
state enterpnses :
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BT9.6 BN FLOODS BILL

Recent floods in the North
and Northeast are expected to
cause Bta.57 billionininitial " 1.2
damages, shedding 0.064 per ~+
cent of f Thailand's gross domes-
tic prociuct (GDP) growth,
according to the University of the
That Chamber of Commerce's
Centre for Economic and
Business Forecasting.

Thanawat Polvichai, the cen-
tre's director, said of the total
estimated damages, Bt4.77 bil-
lion is expected in the agricultur-
al sector, Bt3.43 billion to busi-
nesses and manufacturing while
the balanice of Bt1.37 billion rep-
resents losses in infrastructure

-and other assets, inctuding roads
and utilities.

The estimated damages from
the recent floods will not have
animpact on the Thai economic
recovery in the latter half of this
year, he said, adding that this
year's estirnate of GDP growth
stays at 3.6 per cent.

After the recent floods, peo-
ple have recfuced their spending,
affacting sales volurne but not
the business structure, he
said.
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Floods drag down consumer mnﬂdfm e to

' THE FetcoInvestor Confidence indexand interest + peersand otherstockmarketsduetoaiack

- axportsand tourisrm, -

" economic conditions, whitekeepmgawatthon : Stodrcslncom_,

estrate planned reductaon of theUS balance
sheet as well as gradual reduction of theeuro. -
~ zonk economit stimulls. Intematly, econom :ﬁg~=g_ .
o uresgandthepubt;mnvestmenf pohcywili

'and product development at the Thai
Market Association; said the Interest Raf

-gradual economic expansion, he'said. -

- tively, meaning yietds of both bonds will

THE NATION AR o L Thalstock marke -ramainedsteadysmcethe
& : ‘ . beginning of this year, {agging behind regional

Rate Expectation Index remain neutralonthe -~ certain positive fa

Thal economyin August, whilethe Consumer ~~~ - Whiledomest nsgmptmqremamsla lus
Confidence index fell toa seven-month lowin. . ,' tm.tounsmandthe pvemiment's accelertion
Rlyasaresutt ofthefloodsinthe Northand. 1 itsinvestment budgetand more auctions fo
Northeast, andiowpncesofagncultural prod- : gavanmenf' icture projects woul
ucts. i - sustain the'ec : ;

Santi Knranand representatweof Federatmn ' inthelater ha f iHis year, there may not

of Thai Capital Market Organisations (Fetco);said = rnuchpositive fact forinvestment as The
the three-month Fetco nvestor Confidence Index -~ ed'companies’ eam g5 growth would likely b
adged up 3.99 percentmonth-on-month t6104]1 - lowerthan thos m%heaaghbounngcountﬁ.
amid the economic recovery partlcularty in 3l

Someinvestors rermain worried about: the Thal . neXtyear =

-t ankmg const it
the US monetarydirection.hesaid. - . .~ materialsand consumptionare expected o
"'lnvestorshavebeenwatchmgfactorsaffect L TRCOVET f y Y 8¢

ing capital movernents, particularly the US inter- - e

invebtment;" hesaid. - ..
rat Chiracharaspor, head of hﬂ#arir.i

Expectation indexstayed at 49in August; si
the Thai pohcy rate is Iikely tobe kEpt nh old:
1.5percent. |
The Monetary quicy Committee s expected
decision could corne inview of low inﬁatlﬁn and

The 5- and 10-year govemmerit bond yields in:
Septermber are expected to drop to 74 an
fromthe previnus estimate of 84 and 8¢

move higher but with tess confidence, g
Fetco chajrman Voravan Tarapoomsaid‘the- N
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FLOOD BAMAGE

Raft of aid measures for affected farmers

CHATRUDEE THEPARAT [}

The cabinet yesterday approved a cash
handeut worth a combined 1.69 billion
baht to help ease the plight of farmers in
the North and Northeast hit by tropical
floods in 36 provinces.

Nathporn Chatusripitak, an adviser to
the PM’s Office Minister, said the handout
that is worth 3,000 baht per household will
be given to 561,520 eligible families who
were affected by the flash floods from July
5 to Aug 15 over the next 30 days. -

The Agriculture and Cooperatives
Ministry will be tasked with handling the
disbursement to inflicted farmers who are
registered with government units.

The cash will be distributed through
the Bank for Agriculture and Agriculural
Co-Operatives (BAAC). Newly assembled

- comunittees in local communities will help

screen families affected by the floods.
The Agriculture and Cooperatives Min-

! istry reported the floods hit an estimated
* 4.44 million rai of farmland, 27,456 rai

of livestock farming areas, 1,18 million
domestic animals, 416 square metres of
nets used in fish farming (krachang in

" Thai) and 467 rai of grazing land.

In a related development, the cabinet
approved a budget of 1.53 billion baht yes-
terday for a scheme that allows agricultural
co-operatives which grew rice for harvest-
ing in 2016/2017 to defer debts and enjoy

Saurce: Government House

reduced interest payments.

The government said it will subsidise a -

reduced interest rate of 3% for cutstanding
loans over the next two years, setting aside
a budget of 767.9 million baht per year.
Meanwhile, the cabinet approved a
decision to allocate 358.80 million baht
from the Farmers Welfare Fund to help
the co-operatives improve production.

BANGKOK POST GRAPHICS

They are alsc allowed to seek interest-
free loans from the fund to raise cattle and
goats this year and next, it said.

Farmers who raise cattle are required
to pay debt within six years while the goad
raisers have to pay debt within five years.

On August 1 the cabinet gave a prelimi-
nary nod to a tax-deduction scheme for
pecple who donate money to help ficod




victims in the North and Northeast.

Officially green-lit yesterday, the
scheme grants individuals or firms that
donate money or assets to help flood vic-
tims between July 5 and Oct 31 a tax deduc-
tion equivalent to 1.5 times the value of
their pledge.

The deduction is capped at 10% of
an individual taxpayer’s net income and
2% of a company's net profit, the gov-
ernment said, adding that other factors
may also be taken into consideration. All
donations must be made through govern-
ment agencies.

The cabinet also approved tax breaks
for flood victims, but deductions cannot
exceed 100,000 baht for home renovations
or 30,000 baht for car repairs.

To be eligible, the applicant must live
in an officially declared disaster zone and
their home or vehicle’s must have been
damaged by floodwater between July 5 and
Oct 31, the government said.

Furniture and other materials inside
people’s flood-ravaged homes may also
be tax deductible, officials said.

The cabinet also authorised the exten-
sion of a 5-billion-baht fund from the
$mall and Medium Enterprise Develop-
ment Bank to support credit for SMEs
in flood-ravaged areas. :

The fund was allocated from a credit
scheme to rehabilitate the South, which
was also hit by floods early this year.
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BOOST FOR SONGKHLA
'The Treasuiry Department,

under the Finzince Ministry, has
signed a rental agreement with
the Industrial E-state Authority of
Thailand to develop 629 rai of land
for anindustrial estatein
Songkhla's special economic zone.

Under the 50-year rental con-
tract, Industrial Estate Authority
of Thaitand will pay Bt17 million
a year, the Treasury
Department's d'irector-generai
Patchara Anuntasilpa said yes-
terday. _

Industrial Estate Authority of
Thailand governor Verapong
Chaiperm said yasterday that

_the Industrial Estate Authority of

Thailand planned the develop-
ment in Songkhia’s Sadao dis-
trict to cover industrial and logis-
tics needs as well as boosting
infrastructure and serving com-
mercial and green requirements.
The industrial estate will
focus on 1lindustries, including
food processing and rubber and
rubber praducts, as well as plas-
tics, packaging, cosmetics, sup-
plement foods and electronics.
“We estimates the invest-
ment will come to imore than
Bt13 billion in this project and
that it will provide rmore than .
3,000 jobs,” Verapong said.
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INDUSTRY

IEAT leases
629 rai for
Sadao SEZ

WICHIT CHANTANUSORNSIRI

The Industrial Estate Authority of Thailand
{IEAT) wilt spend 1 billion baht to develop 629
rai of land leased from the Treasury Depart-
ment in Songkhla province into a special
economic zone (SEZ) for rubber and agricul-
tural processing.

The industiial estate in Sadao district is the
second SEZ location developed by the TEAT
after one in Sa Kaeo province. The develop-
ment process is expected to beginin mid-2018,
said 1EAT governor Veerapong Chaiperm.

The government decided a few years ago
to set up industrial estates at SEZs in 10 prov-

j -inces. Half of them were designated for the

! first phase: Tak, Sa Kaeo, Trat, Mukdahan

' and Songkhla. The second phase will include
Chiang Rai, Kanchanaburi, Narathiwat,
Nakhon Phanom and Nong Khai.

The IEAT has entered into a 50-year lease
for land in Sadao district with the Treasury
Department to develop the industrial estate,
expected to generate 13 billion baht worth of
investment in the area.

Under the contract, the Treasury Depart-
ment offers a 30% rental fee discount to the
IEAT at 17.6 million baht a year for five years
befare raising the rent by 15% annuaily during
the sixth to the 10th years. The IEAT must also
make-a 180-million-baht upfront payment.

Of the total space, 289.6 rai will be devel-
oped for industrial areas, 119.6 rai for logis-
tics, B1.3 rai for a free zone, 286.3 rai for basic.
infrastructure, 48,3 rai for commercial areas
and the rest for green areas.

The Sadao industrial estate will be devel-
oped to serve sectors such as agricultural
and rubber processing, light industry, chemi-
cals, plastics, packaging, cosmetics, dietary
supplements, electronics, distribution and
cold storage.

Mir Veerapong said the new indusirial estate
will create an estimated 3,000 jobs or more. -

The industrial estate development is in
accordance with the government's policy to
beef up the couniry’s competitive edge and
promote trade and investment.

Sadao is a high-potential area in the South.
It borders Malaysia and is ciose tq Singhana-
korn port and Hat Yai airport.
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HER DAY

- Spending spree on mothers
tipped to top Bt13 bn

+ The University of the Thai Chamber of
Commaezce's Centre for Economic and Business
Forecasting forecasts Bt13.06 billion will be
spent for Mothers Day, reflecting higher
incomes in line with an improving economy.

Based on the centre's survey, spending on
the day of this year is expected to rise 2.7 per
cent year on year.

Some 677 per cent of the respondents sur-
veyed said they would spend more on the day
than they did last year, given their higher
incomes and their expectations for continued
gconomic improvements. Some 12.6 per cent
said their spending would be the same as last

. year, the survey said.

But 19.7 per cent would spend less as they
wanted to save money as a result of lower
income and an aversion to spending while they
had vet to feel the benefits of current econom-
ic trends, the survey noted.
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é Collaboration is the way forward in financial services

SPECLAL TO THE NATION - %?

A
THE FINANCIAL services industry is going
through a period of extraordinary transforma-

, tion, After centuries in which pen, paper and
| physical cash ruted banking interactions, digital
; technology is now bringing a new level of

analysis, connectivity and transaction power

* literally to customers’ fingertips. These changes

have happened in Just the last few years — and
they serve a new generation of customers, who

© have grown up in the digital world. Thay
¢ demand convenient services and new ways of

accessing them, wherever and whenever they
want.

They need agile, rapid services operating in
real time that are competitively priced and per-
sonalised. And all this needs to happernin a safe

~ environment, where their data is protected.

Financial technology — or fintech — can now
offer all of that. Whether it is nimbie start-ups
or technology giants such as Google, Apple,
Facebook, Amazon and Alibaba - they will all

. draw upon their expertise in technology to

deliver bespoke and interactive financial servic-
es for their highly engaged and tech-savvy cus-
tomers, Relations between these emerging fin-

tech players and the established banking
industry are sometimes portrayed as challeng-
ing, even combative. Some traditional banks
worry that the fintech wave will disrupt the
banking industry in the same way that music
downloads disrupted the record industry and
Uberis disrupting established transport indus-
tries.

But the reality could not be further from the

. truth. Infact, banks and fintech companies are
entering partnerships of coliaboration, giving
banks access to new and exciting technotogies,
and giving fintech companies access to funding
and huge market opportunities.

Banks that can adapt, embracing the inno-
vations and utilising techniologies offered by
the fintech industry stand to reap new oppartu-
nities, and even extend their share of the mar-
ket.

We have seen that many Thaibanks are
investing heavily in new technologies to exptore
financial innovations. They are seeking to take
advantage of new [T and digital solutions to
make their operations maore efficient, comply
with regulators whilst simultaneously increas-
ing theirinteraction with customers in order to
maintain competitiveness. This isn't only about




launching apps and adding convenient fea-
tures. It's about our giving customers more
direct control aver their financial lives.

As the world becomes increasingly more
digital, the number of passwords people have
to manage has become a serious challenge for
many customers. To help with this, banks have
inrecent years begun investigating biometric

, solutions far authenticating
mobile banking users that
balance both security and
simplicity. The vast majority
 of financial institutions that
have implemented biomet-
rics today have done it for
mobile banking passward
replacement. We will see
more l[aunches of biometrics
for other functions, such as
step-up authentication for riskier activities
(payments or money transfers), out-of-band
and second-factor authentication (replacing
the current SMS-based second-factor authen-
tication), and card-less cash withdrawal in the
coming years., -

Fintech innovation and adoption will con-
tinue to bring big changes in the coming years.

AICHENLIM

The best way for banks and fintech start-ups to
succeed in this journey is if they create a strong
ecosystem of partners,

Banks can mare easily and quickly adopt
new technologies to offer customers cutting-
edge, added-value digital services. Fintech
companies can coliaborate with established
firms to integrate themselves into the existing

 value chain to address a lack of market experi-

ence or regulatory expertise. Fintech collabora-
tionis not about grabbing for the next fad, it’s
about intuitive product design, ease of use, and
24/7 accessibility. These partnerships will
become a way to fill in the gaps, so banks and
fintechs can complement each other.

Our approach at HSBCwas tosetupa
Strategic Investments team, which scouts the
start-up landscape, identifying companies
which are potentially good investments,and
which provide technology we can use.

Wwe believe that when banks act as both
investors and customers, we get more value
from new companies, and they get more
value from their relationship with us. This is
critical to nurturing the kind of technological
innovation that is necessary to make finan-
cial markets and systems more efficient, and

" toimprove the overall customer experience.

Given the geographical location, large popu-
lation and variety of industrial sectors, Thailand
has the potential to be an investment hub for
fintech start-ups in the region. We have seen
that the government is promoting the country
as an attractive investrent destination for
start-ups in Asia such as launching the regula-
tory sandbox, encouraging the collaboration -
between banks and start-ups and recently join-
ing hands with the Monetary Authority of
Singapore (MAS) to hetp develop a richer inng-
vation environment.

Qver time, there will be a move to more of
an ecosystem model, where more peaple will

. be working together, with new relationships.

The disruption and evolution of financial |

" services is not a zero sum game, The innova-

tions introduced by new start-ups or technolo-
gy giants are not existential threats to tradi-
tional financial institutions. Instead they are
appaortunities for banks that continue to evolve

- towards a customer-driven digital model. It'sa
win-win for all.

' AFCHEN LIM s head of Global Liguidity and
: Cash Management, HSBC Thaitard
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Confidence
sinks to
7-month low

POST REPORTERS 1 ;

The consumer confidence index (cCI) fell
for the third straight month to the lowest in
seven months in July as recent flooding and
persistent poor farm prices caused rising
concerns over weak purchasing power and
economic uncertainty. _,;

University of Thai Chamber of Com-
merce vice-president for research Thana-
vath Phonvichai said the July consumer
confidence index declined to 73.9, down
from 74.9 in June and 76 in May.

He said the recent flooding was another
negative factor that was taken into account
during late July. It played a major role in
reducing confidence among consumers
and further stressed persistent concerns
about weak buying power

“The flood itself was not a major con-
cern, but it hit northeastern cities when
farm product prices have been consistently
weak, making consumers worry about fur-
ther falls in income;” said Mr Thanavath.

Other negative factors that stll weigh on ‘
| 2017 annual exports will grow 5%.

the CCI are business concerns about rising
Jabour costs as the government delayed the

implementation of anew Royal Decree on
Recruitment of Foreigners that could lead
to possible labour shortages.

Although Prime Minister Prayut Chan-
o-cha has invoked Section 44 to post-

. pone the implementation of the law for

six months, investors were unsure about
how to react to the changes, which impose
harsher penalties for illegal employment of

foreign labour, he said.

Uncertainty about the new law prompted
many migrant workers to flee Thailand and
return to their home countries, with no
certainty about whether they would come
back, since neighbouring economies are
growing rapidly and need workers.

However, there are some positive factors
that helped prevent the CCl from falling

further, including the National Economic

" and Social Development Board (NESDB)
! raising the 2017 GDP forecast to 3.5%, up

from 3.4%.

Another positive factor was the Bank
of Thailand’s Monetary Policy Committee
(MPC) decision to keep the policy interest

. rate unchanged at 1.5%, while hefty exports

in the first half of the year also lent support
to the CClLin July. The Commerce Ministry

. announced that June exports grew 11.7%

year-on-year to US$20.3 billion (675 billion
baht), It was the second consecutive month
that Thai exports saw double-digit growth

_after a 13.2% leap in May.

The government and the Thai National
Shippers’ Council are more confident that
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SPONSOR SUPPORT NUST NOT TURNINTO A PERSONAL GUARANTEE

I & international project financing, liabil-

ity of the sponsor or ultimate owner

and major individual shareholder of
the project company is limited to making
available his own personal financial
resources, in addition to syndicated
bank credit facilities, to ensure that the
project is completed on time. We call this
limited-recourse financing.

The sole purpose of sponsor support is

thus for the sake of getting construction company still owes money ta the banks.
completed. Beyond that, project revenue The guarantee does not end until every
plays a vital role in place of the sponsor. baht of debt is repaid.
Deviating from the typical reliance Sponsor suppori comes in handy to
\ on project revenue and a separation of rescue the project company if it runs
liabilities between the sponsor and pro- short of funds to pay for construction
. ject company, banks in Thailand some- costs and related expenses, despite the
' times bundle the sponsor with the project  bank facilities. The sky is the limit for the
; and require a straightforward perscnal liability of the sponsor in this regard. In
\ guarantee from the sponsor. Pure spon- other words, the banks expect the spon-
: sor support is still common. Rarely do sor to have pockets deep enough for any
' banks call for both a personal guarantee contingencies.
and sponsor support in the same project, Generally, lenders will not wait until

but occasionally you might see a personal  the project crashes. They will monitor the
guaraniee “hidden” in a sponsor support financial health of the project company

agreement. every three months, especially during the

There are differences between aspon-  construction period, through its reviewed
sor support agreement and a personal and audited financial statements. I they
guarantee. Sponsor support is to make sense a liquidity problem in the next
certain the construction continues quarter, the banis will have enough time
through any financial difficulty to its to tap the sponsor’s personal funds to top
punctual completion. Sponsor support up, failing which the lenders are entitled
is shorter in duration and ends when ta cut off the credit line.

* project completion is achieved. A per- Another common scenario involves, /
sonal guarantee ensures that the lenders cost overruns, when actual construction
are repaid, with or without completion costs exceed an estimate agreed with the
of the project. For a fixed-term loan, this syndicated banks or, on a certain date,
guarantee lasts through the long term the banks determine that the budg-

of the facility — as long as the project eted costs are likely to be exceeded. A



cost-overrun determination date by the
banks might be at longer intervals of six
months or one year during the construc-
tion period, provided that if they detect
an over-budget situation during the
intervening time, they can take immedi-
ate remedial action.

The banks view a cash deficiency
or cost overrun as a “drawstop” event, *
meaning the project-company bor-
rower cannot draw any funds from the
loan until the situation is solved. The
bank will then notify the sponsor of a
specific amount of support required to
meet the shortfall and ask him to discuss
whether to do so through debt or equity:
a subordinated loan or an increase of
capital. Once a joint decision is reached,
the sponsor will confirm to the bank in
writing the agreed method of support and
must implement it within a month.

One month is allowed because regis-
tering a capital increase at the Compa-
nies Registrar Office generally takes three
weeks. A similar time frame is practical
for the sponsor to find ways to fund his
own loan factlity.

The same procedure applies when the
triggering event is a cost overrun.

To serve its purpose, the money raised
from sponsor support should be paid
directly to the project company to cover
its expenses and complete the construc-
tion. In reality, however, the lenders
prefer the money be channeled to a debt
service reserve account of the project
company, opened with and controlled by
the bank, so that the bank may debit from
it any amounts due.

Here's the wricky part. Sometimes
banks go even further and forget that this
is only temporary sponsor support and
not a permanent personal guarantee.
They extend the cash deficiency period,
which the sponsor must cover, beyond
the date of project completion to the date
of full repayment of the loan.

Plainty speaking, the banks are saying
that if the project-company borrower
does not have enough cash to repay the
loan and interest at any time during the
life of the loan — say, five to seven years,
even during the operating period long
after project completion — the sponsor
must step up and help make payment.
Indeed, whenever the borrower fails to
pay, the sponsor must pay.

The credit facilities granted by the
banks might include a letter of guaran-
tee facility, whereby the bank issues a
guarantee to a foreign supplier of the bor-
rower. When the supplier calls the bank
guarantee, the issuing bank will avoid
advancing the money out of its pocket
but will demand that the borrower deliver
the call amount to the bank to pass on to
the supplier. Banks, aware of the wealth
of the sponsor, sometimes bypass the
borrower and contact the sponsor to pay
the issuing bank the call money.

Certainly, all this is a personal guar-
antee in disguise and a distortion of the
purpose of sponsor support. A prudent
and well-advised sponsor should not let
this pass.

Wirot Poonsuwan is a practising lawyer and
can be contacted at wirot@brslawyers.com
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