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Retired civil servants

“concerned over plan

for private insurers
to manage (SMBS

PRATCH RUJIVANAROM
THE NATION

RETIRED CiVIL servants are worried a plan to transfer
the management of their medical-care schemeto
private insurance firms will resutt in their benefits
being reduced. - -

The Finance Ministry proposed etting private
insurers manage theCivit Servant Medical Benefit
Scherme (CSMBS) inerder to tackle the manage-
ment problems of the scheme including its increas-
ing expenses.

Asa resylt, the affected civitservants, especially
low-ranking and retired civil servants, fear that the -
move may increase their financial burden when _
seeking medicalcare.- -

A retired teacher from-Wat Nangsao Temple
School, Suwanna Rujivanarom, Is concerned that if
private insurance companies are allowed to run the
scheme her benefits would be reduced.

She depends heavily on the CSMBS schemeto
caover her healthcare expenses,

“| agree [with the move] if this change will be
implemented to improve the management of the
scheme and does nat affect the existing welfare of
the beneficiaries,” Suwanna said.

However, she said that if the changeleads to
lower healthcare benefits, it would affect many low-

. ranking civil servants, who receive little money and
" would beunable to affard expensive health services

in private hospitals.

“The low-ranking civil servants who have already
retired like me will feel the impact the most if private
insurers cut down our benefits or apply anextra
charge for healthcare services, because we are old
and it is normal for seniars to have many illnesses
such as heart disease or diabetes, and thus we need
toseek med:cal assistance more than the other pop-
ulation groups,”she said.

She revealed that she received a pension of
Bt20.000 per month, which barety covered her daﬂy
expenses,

She said that if she has to pay more for medical .
care, her pension may not be enough to cover the
costs,

The retired teacher said that she has eye prob-
lems and has to visit a doctor every monthfora
check-up and treatment, at a cost of around
Bt3,000 per visit. But she said that now she only had
1o pay for extra charges, as mast medical expenses
are covered by the scheme.

A retired teacher from Traimudom Suksa
Schoot, Wasunee Raksachan, said that she would
not be too cancerned if there was a shiftinthe -
CSMBS management.

“Right now | do not regutarly use my benefits
for the scherme because my daughter's workplace
offers health insurance benefit for her entire fami-
ly members including me,” Wasunee said. “So if
the (SMBS scheme is managed by private insurers
and make the improvermnent to the scheme, | think
it will not cause any problems.”

Earlier, There'are also concerns raised by for-
mer public health'miriister Dr Mongkolna .«
Sangkbla thatif the management of the (SMBS

" scheme is transferred to private insurance compa-

nies and existing welfare is further limited as a
result, state-run hospitals would financially col-
lapse. But the Finance Ministry stated that the
thange was needed to déal with the financial

" problems of the scherne by letting private insurers

improve its management while ensuring all bene-
fits remained the same.
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PUBLICPRIVAT
ININFRASTRUG

T (PPPs) to help it achieve its infra-
structure development goals. To this end,
. the previous administration passed the
Private Investment in State Undertakings
Act (2013} and the current government
announced a related strategic plan in
2015.
For PPP projects that fall under the.
© 2013 Act, government work units in
charge of a particular project must offer
a joint investment agreement with terms
approved by the State Enterprise Policy
Office and the Policy Board on Allowing
Private Entities to Make Joint Investment
in the State’s Business.

At d minimum, the agreement must
specify the period of the project, details of
services to be performed, service fees and
method of payment, assets of the project
company and land ownership, as well
as other standard clauses such as force
majeure, termination and liquidated
darmnages, guarantee and insurance, and
* dispute resolution.

It may seem that there is a common

contractual framework for each type

of project, but in fact the terms of each

agreement can vary considerably,
-depending largely on inherent risk -
; factors.

Demand risk: The demand by

end users may be less than what was
wtiginally projected. For a motorway or

rallway, there is always a lot of uncer-
tainty surrounding the degree to which
the public will use the new ihfrastructure.
Although technicat due diligence wilt
intlude &n assessment of likely demand,
it is impassible to predict with absolute
| cerlainty. . S

¢ By comrast, demand for power gen-

- eration in specific areas tends to he more
\! predictable, as current shortfalls and
forecasts for increased energy consump-
tion are more readily apparent. Private
parties to energy PPP agreements often
mitigate against demand risk by insisting
on guaranteed feed-in-tariff rates, or
! "take-or-pay” terms in the power pur-
chase agreement.

he government has said it intends

PARTNERSHIPS
URE PROJECTS

In the concession model — used in
sectors such as upstream petroleum pro-
duction — the private entity assumes the
majority of the risks in return for a large
share of the benefits if the project is suc-
cessful. This generally includes complete
assumption of the demand risk.

By contrast, when the PPP agree-
ment takes the form of an operating and
maintenance agreement, the demand
risk remains with the pubiic sector while
the private entity acts mainly as a service
contractor.

In comparison to these more extreme
types of PPP arrangements, a “design-
build” or “design-build-operate” (DBO)
model allows the public sector to

maintain ownership while allocating
the design and construction tasks to a
private entity. If the latter is aperating the
project, it often daes so in exchange for
fixed fees while the public sector recoups
its costs through pay-as-you-go fees from
the public. DBO is 4 cemmon, though not
the only, structure available in toll-road
projects.
Other arrangements — “build-operate-
transfer” (BOT), “build-transfer-qperate”

(BTO) or “build-operate-own’" (BOO)

— shift ownership, either temporarily

or indefinitely, to the private party. This
offers the potential for greater rewards
but also greater risk. The private partners
in BOT or BOO contracts are generally
responsible for financing. Such structures
are commonly used in greenfield power
generation projects, particularly when
the governmment or a state-owned entity
acts as the power purchaser.

According o a report relcased earlier
this year by the Asean Secretariat, the
Thai Department of Highways has been
reviewing different PPP approaches for
rollways. It is aware that toils collected
by private investors under a BTO model
may be insufficient to cover the costs of
the project, and may not be sufficiently
atiractive to a prospective investor. On
the other hand, a DBO model, or a vari-
ant, requires the government to assume
a greater degree of risk in the event the
highway is underused.

Other risks: Political and regulatory
risk often refer to the possibility of expro-
priation to the detriment of a private
investor, or a change in regulations that
would adversely affect profitability. -

Itis difficult to completely mitigate
suck risks in a PPP agreement, since
they are more fundamental to the state’s
capacity and willingness to promote pri-
vate investment, particularly with regard
to public infrastructure. Thailand has
been a model for a number of developing
economies, as successive governments
have actively encouraged both private -
investment and PPP projects in general.

Additionai risks that both public and

i private parties may need to consider

include environmental, insurance, social,
and exchange-rate risk. Since the public
sector generally develops the contractual
framewaork prior to offering a tender, it
will need to carefully consider which con-
tractual form will best promote the public
policy objective while attracting sufficient
interest for private investrnent. Terms
that allocate most risks to the private
party may be unattractive in some situ-
ations, particularly where the potentiat
rewards cannot justify the assamption of
such risks. )

When properly executed, PPPs can
be an efficient means to allocate state
TeSources 1o promote economic growth
and benefit the public. For private
investors, the increased use of PPPs in
Thailand represents an economic oppor-
tunity. Understanding the alocation of
risk in PPP agreements and developing
strategies to mitigate them are a key com--
ponents to a successful project.

This article was prepared by David
Beckstead, a consultant in the Corporate and
Commercial Department at Tilleke & Gibbins.
Please send comments to Andrew Stoutley
at andrew.s@tilleke.com
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