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-0ayment SYS

Following the ‘National e-Payment Master Plan” which started in 2017 and the growth of e-commerce,

the government and the private sector has encouraged the use of e-payments, including PromptPay, Electronic

Data Capture (EDC) machine and Quick Response (QR Code). While large banks are updating their mobile applications
to enable e-payments, non-banks are also heavily promoting their services to draw in more e-Wallet users, especially
telecom operators who can communicate directly and easily with their customers using their own wallet,

via their own telephone network.

Volume of mobile banking and internet banking
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Source: KPMG analysis, Bank of Thailand, SCB EIC Analysis: Why e -Payment is essential to merchants as Thailand becomes a cashless society? (2017)

Estimated benefits for Bangkok from 2017 to 2032 of e-payment system’
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Source: Cashless Cities Report by VISA (2017)
"In the case that all stakeholders start transacting in the same amount as the top 10% of its users
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Future of e-payment systems
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Due to insufficient ability of banks
to meet customer demands, these
innovations will enable non-banks
to provide financial services.

The combination of current and
future innovations will empower
non-banks to provide real-time
payment, even without

the involvement of financial
institutions.

Source: Krungsri Research Intelligence: Future Payment Systems (2018)
2money transfers using ‘smart contracts’ that record contractual agreements
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Siraporn Chulasatpakdy
Partner, Advisory
KPMG in Thailand

“We have seen significant changes in e-payment systems that are geared
towards innovations that help reduce costs, increase efficiency, connect
to partner ecosystems, and increase security of payments. Large numbers
of non-banks operating in technology-related areas, including telcos, startup
businesses and overthe-top (OTT) operators, are transforming customers’
lives through digitalization. With technology know-how and a large client
database, telcos have great potential to transform their e-payment
system to provide better customer experience, using digital marketplace
ecosystems as integrators for devices, applications, methods of mobile
payment with secured customer identity management. This will support
telcos to rapidly build demand for e-payment transactions via digital
marketplace ecosystem and seize the opportunities that traditional banks
are less able to utilize.”

© 2019 KPMG Phoomchai Business Advisory Ltd., a Thai limited company and a member firm of the KPMG network of independent member firms affiliated with KPMG International I 2
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.




Volume of mobile banking and internet banking
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Government PromptPay E-tax 1t public 2" public 3 public
announced for Personal invoice consultation consultation consultation4
National Income Tax for VAT
e-payment (PIT) refund supplier® Draft law development
project from 2017 The first draft law removed banks appointed as WHT
onwards agent. Banks are now only obligatedto report all
transactions to TRD by March® every year.

E-filling was compulsory in the first draft law.
The requirement has now been removed
and is currently optional.
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Quilil with no e-cash tax with e-tax cash

payment mechanism payment mechanism

Source: TRD's and National e-payment websites
3 VAT suppliers can issue an e-tax invoice as an option (per TRD internal regulation dated 1 March 2017)

4 There is no change between the 2nd and 3rd draft.
%In the third draft, the first report is to be submitted by March 2020 (for the tax year of 2019)

Key challenges and solutions
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e Concerns around
data security and
privacy
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e Multi-factor
authentication,
biometrics, device
and IP authentication
such as Know Your
Customer (KYC)

¢ Advanced real-time
fraud prevention
including artificial
intelligence, machine
learning systems

customer data and
analytics between
channels, countries
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e |nadequate
digital
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e Open APIs between
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¢ Industry collaboration
between financial
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Source: KPMG Publication — New payments platform (2018), Moving beyond omnichannel: Telcos need to evolve rapidly to achieve succe.
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e Misperception that
costs of accepting
e-payment are
higher than cash

e Cultural attachment
to cash
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¢ In-house training o
programs

e Use of machinery and
technology

e Company’s own
schools

e Partner with vocational
institutes/universities

configured to meet
the commitments
made by the
channels at pre- or
point-of-sales

v

New omni approach
to support customer
and maintain the
overlay architecture

Agile development
strategies as well as
cloud and as-a-service
models

accessibility to
digital payment
products

v

¢ Tailor digital

products to meet
distinct customer
needs

Develop solutions
that would support
acceptance and usage
of low-value digital
transactions

(2017), Cashless Cities Report by VISA (2017),

SCB EIC Analysis
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https://assets.kpmg/content/dam/kpmg/au/pdf/2018/kpmg-nppa-new-payments-platform-minimising-payments-fraud.pdf
https://advisory.kpmg.us/content/dam/advisory/en/pdfs/2018/omni-channel-study-2016-telco.pdf

“E-Tax scheme, one of the four modules under the National e-Payment
Master Plan, encompasses an integrated IT system and taxation regulations
to facilitate e-payments, e-tax invoices, e-tax withholding and e-filing with
the objective to create an efficient tax collection system. The government
has introduced initial rules and regulations to enable electronic submission
of tax documents, including e-tax invoices and e-receipts. Certain tax filings
can also be done electronically. The ultimate aim of the government is

Tatiana Bespalova to administer all types of taxes electronically which would certainly be

Partner, Tax & Legal a welcome development.”

KPMG in Thailand

Comparison features between e-payment instruments in Thailand
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Source: Government Saving Bank Research, Bangkok Post, Money Channel, Company Data (as of October 2018)

6 The central bank instructed all banks to make cybersecurity a priority, develop systems to tackle unauthorized access and offer compensation in the event of financial losses from a data breach.
According to the central bank’s announcement, any financial institution must also have at least one board member that specializes in IT.

7 The central bank developed the Guiding Principles for Trusted Mobile Payments to ensure that mobile payment service providers have risk management processes that cover information
technology security risk, cyber risk, and operational risk.

Key factors which drive businesses to accept e-payment instruments
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Source: SCB EIC Analysis, Peuy Ungphakorn Institute for Economic Research - The Journey to Less-Cash Society: Thailand's Payment System at a Crossroads (2018)

“Consumer demand, security, and speed of settlements are critical to business.
Businesses are challenged to meet consumer demand while maintaining low
cost, unifying payments and high levels of security. Telcos are a typical example
of how the involvement in retail payment services have a significant impact on
expanding financial payment services to unbanked people. 7-Eleven uses True
Money wallet as the e-payment system in its convenience stores, from which they
recently received a license to become banking agent. Banking agents are allowed
. to provide financial transactions such as money deposits, transfers, withdrawals
Thanit Osathalert and payment. Moreover, they can also offer a competitive price if the services

Partner, Audit ~ complements their existing businesses.”
Head of Consumer & Retail

KPMG in Thailand
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely
information, 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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