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Background

Like other Asian countries, Thailand faces
demographic changes that could see the nation
age rapidly and threaten its retirement system.
The average life expectancy in Thailand in 1960
was around 55 years, while in 2020 it had
increased to 77 years. By year 2050, it will be at
82 years. Thailand will have an estimated one
million more new retirees annually starting from
year 2023.

On March 30, 2021, the Cabinet has approved in
principle the idea of setting up the National
Pension Fund (NPF).

As people are living longer and healthier, this
policy is aiming to reduce the effect of aging
population by ensuring that long-term savings of
elderly after retirement will be sufficient for the
increasing life expectancy and increasing demand
for better quality life.
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The government is hoping that the NPF scheme
might help to ease government expenditure on
old-age health care as well as to strengthen the
retirement safety net of the people.

=  Who will be required to participate in the
NPF?

The NPF will require all formal employees,
ages 15 to 60 years, who are not members of
the existing provident fund (PVD), including
employees of government agencies and state
enterprises to participate.

The time of compliance to the NPF will be
based on the company’s size.

Company size Compliance

2100 employees After 360 days

210 employees Within 3 years

21 employee Within 5 years

Note: The compliance timing will be from the date of
enforcement, pending official announcement from the
Fiscal Policy Office



What are the mandatory contribution
rates?

Employee and employer matching
contributions starts at 3% of salaries, slowing
increasing over the future years.

enf\(()?g;;fent Minimum contribution
Year 1 -3 Not less than 3% of salary
Year 4 -6 Not less than 5% of salary
Year 7 -9 Not less than 7% of salary

Note: Minimum contribution rate is not expected to
exceed 10% of salary

— Maximum monthly salary for mandatory
minimum contribution will be capped at
60,000 Baht.

— Employees with monthly salaries less than
10,000 Baht are considered low-income
workers and are not required to contribute
to the NPF. Only the employers will
contribute.

Will employees be able to contribute more
than minimum contributions?

— Contributions above the minimum
mandatory rates are allowed if employers
are willing to match the same contribution
amounts.

— The ceiling contribution, for both employee
and employer, is not more than 30% of
employee’s salaries each. No ceiling on
salary for voluntary top-up contributions.

When will employees be able to withdraw
their monies?

— Upon reaching 60 years, employees can
choose between lump sum payment or
periodic payments over the next 20 years.

— Full or partial withdrawals may be allowed
if an employee is terminated due to
disability or serious illness prior to
reaching 60 years.

Will there be any tax benefits for
employees?

Employee contributions are tax-deductible,
whereas interest from accumulated returns
and amounts withdrawn at/after retirement age
are tax-exempt.

Are you ready for the National Pension Fund — Thailand (2021)

Will there be any tax benefits for
employers?

To date, there has not been any mention of tax
benefits for employers. However, it is
anticipated to be similar to the existing PVD.

Who will be responsible for the provident
fund management?

The fund will be managed by private fund
managers selected by NPF. There will be at
least 3 fund managers selected. List of fund
managers will be available at a later date.

Will employees be able to select
investment funds available under the NPF?

There will be a default investment plan based
on age of employees. In addition, it is
anticipated that employee choice is available.

Are the accumulated savings in NPF
protected?

To date, there has not been any mention of
government guarantee on accumulated
savings.

My company currently provides voluntary
provident fund (PVD). Do | need to join the
NPF?

Companies offering similar or better benefits
under the PVD would be exempted from
contributing to the NPF.

What if my company’s PVD contribution
rate is lower than the minimum?

Companies could consider increasing the
voluntary provident fund contributions to at
least match the minimum NPF contributions. If
not, when the NPF becomes effective,
employees whose contributions are below the
minimum contribution limit will be required to
participate in NPF.

How much financial impact should
companies and employees expect from the
change?

The amount of increase in cost is dependent
on the your current PVD plan benefit, as well
as employee demographics and salaries.

Who are the NPF committee?

The NPF Committee consists of 13 people
with the Prime Minister as the Chairman and
the Director of the Fiscal Policy Office is a
member and secretary.



= What are the responsibilities of the NPF
committee?

The NPF Committee, is responsible for
offering suggestions on policies and guidance
to develop the pension system covering all
NPF members. It will also supervise the
coordination of relevant agencies in the public
and private sectors concerning the pension
system.

= As an employer, what should | do now?

Although there is limited information regarding
the functions and structure of the NPF, if your
company currently provides voluntary
provident fund, you can get a head start by
reviewing and revisiting your existing plan, and
conduct cost analysis to better understand the
consequences of the changes.

For companies currently providing voluntary
provident fund benefit, but with contributions
below the minimum required contribution of
3%, it is advisable to start budgeting for the
differences in contribution rates between your
current rates, and the proposed minimum
rates.

For companies currently providing voluntary
provident fund contributions above the
minimum rate of 3%, we recommend to keep
up to date with the changes in minimum rates,
and make sure that your existing contribution
structure is always above the minimum
requirement.

In addition, it is also essential to educate your
employees on retirement plans in order to
ensure that they understand the importance of
financial security after retirement.
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Contact Information

We are here to empower results. If you would like
further information or discuss these or other
retirement matters, please reach out to;

Aon Retirement & Investment

Xiulin Loo

Director & Practice Lead,
Thailand & Indochina, R&I
+66 91 787 9930
xiulin.loo@aon.com

Ajjima Jenakom

Senior Consultant, R&l
+66 81 900 3830
ajjima.jenakom@aon.com

Nathawan Jirasaengchotti

Senior Consultant, R&I

+66 98 914 4455
nathawan.jirasaengchotti@aon.com

Suvimol Sthavorn
Consultant, R&lI

+66 82 005 7445
suvimol.sthavorn@aon.com

About Aon

Aon plc (NYSE:AON) is a leading global
professional services firm providing a broad range
of risk, retirement and health solutions. Our 50,000
colleagues in 120 countries empower results for
clients by using proprietary data and analytics to
deliver insights that reduce volatility and improve
performance.

The information contained herein and the statements
expressed are of a general nature and are not intended to
address the circumstances of any particular individual or entity.
Although we endeavor to provide accurate and timely
information and use sources we consider reliable, there can be
no guarantee that such information is accurate as of the date it
is received or that it will continue to be accurate in the future.
No one should act on such information without appropriate
professional advice after a thorough examination of the
particular situation.
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Aon plc (NYSE:AON) is a leading global
professional services firm providing a broad range
of risk, retirement and health solutions. Our 50,000
colleagues in 120 countries empower results for
clients by using proprietary data and analytics to
deliver insights that reduce volatility and improve
performance.
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