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PROVIDENT FUNDS

Employer burden may be revised down

WICHIT CHANTANUSORNSIRI )

o
The Finance Ministry will propose the
Council of State amend a drafi bill on man-
datory provident funds to help businesses.

The Council of State is urged to cancel
the minimum matching contribution
rate ol 3% salary and annual contribu-
tion rate requirementsin a bid to lighten
the hurdle for businesses amid the flag-
ging econoimy.

The draft bill will be forwarded to the
cabinet for final approval after the Council
of State completes its review, according to
an informed source at the Finance Min-
istry said.

If the Council of State agrees with
the ministry’s proposal, the 10% con-
tribution cap of monthly salary will
remain unchanged.

Under the draft bill, employers and
employees will each be required to

contribute 3% of the employee’s salary
for the first three years to the fund before
increasing to 5% during the fourth to
the sixth years, 7% between the seventh
and the ninth years and 10% from the
10th year onwards. The contribution is
based on salary capped at 60,000 baht
per month.

The source said the contribution rate
will depend on economic conditions to
relieve the financial burden of business
owners and companies.

The mandatory provident fund is
among a series of governinent measures
to widen the retirement safety net as the
country progresses into an aged society.
The percentage of Thais aged 60 and over
is expected to increase from 14% of the
population to 17.5% in 2020, 21.2% in 2025
and 25.2% in 2030, according to Fiscal
Policy Office estimates.

Those aged between 15 and 60 hired

by privately owned companies, state
enterprises and public organisations are
required to contribute to the mandatory
provident fund. Temporary employees
of the state will also be obliged by law
to contribute. '

The Finance Ministry said companies
with 100 employees or more are required
to match employees' contributiens to
the fund within the first four years of
its enforcement, expected to come into
force in 2018, Companies with at least 10
employees will have to offer compulsory
retirement savings from the fourth year
of implementation, and those with less
than 10 employees must contribute from
the seventh year.

The source said the amendment of
contribution rates will affect the govern-
ment’s target to let retirees have s monthly
retirernent income at half of salaries within
the 60,000 baht cap, with pension benefits

from the Social Security Fund (SSF) and

the mandatory provident fund.

However, the Social Security Office, .
which manages the SSE plans to raise the

monthly contribution rate of both employ-
ers and employees for cld-age pensions to
make the government's target reachable,
the source said.

Both employers and employees are

mandated by law to make contributions

to the SSF at 5% of salary with a monthly
cap of 750 baht, with the government con-
tributing 2.75% of salary, with amaximum
rate of just above 400 baht.

The SSFwill earmark 3% of the total 5%
of employers and employees’ contribu-
tions towards pensions, while 1% of the

government's contribution is also allo- -

cated for pensions,

SSF members get coverage in case of
injury, disability, death, illness, child deljv-
ery, unemployment and old-age pension.
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