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Thesis Title Establishment of Financial Services Committee Office:

Appropriate Structure for Thailand

Author Wiriyamon Limsanguan

Degree Master of Law

Advisor Dr. Rung Srisomwong

Co-Advisor Lecturer Bhichar Damrongpiwat
ABSTRACT

This thesis aims to study an appropriate structure for the establishment of Financial
Services Committee Office in Thailand by surveying the models used to supervision the financial
institutes in some selected countries: the United Kingdom, Japan and Korea. The study found that
the supervising system of the financial institutes used in those countries has excluded the
supervising function from the Central Bank as the previous structure which the Central Bank
supervises both monetary policy and supervising financial has not responded to the financial
crisis situation. To handle the financial plight, the newly established institute was set up with the
specific supervising function in order to increase the effectiveness of supervising system and
maintain the security of the financial institutes. This approach is in line with report in 1997,
pointing out that one cause of Thailand financial crisis in 1997 was a defect in supervising and
monitoring the financial institutes by Bank of Thailand, affecting the whole national financial
system, the security of financial institutes and the reliability of the Bank of Thailand. The
Commission Tasked with Making Recommendations to Improve the Efficiency and Management
of Thailand’s Financial System has additionally recommended improving the supervisory

measures of the financial institutes, particularly transferring supervising function from the Bank

(6)



of Thailand to a specific organization. The recommendations were to establish the independent
unit called the Financial Services Committee Office under the supervision of Minister of Finance,
issue legislations to endorse this newly established unit and promulgate new laws to amplify the

effectiveness and catch up with the new complex financial situation.

Keywords: Supervising Financial/Financial Services Committee Office/Bank of Thailand
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! Section 1 Chapter 8 of the Financial Services and Market Act 2000
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(2) The Authority must comply with the requirements as to its constitution set out in
Schedule 1.
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"* Schedule 1 paragraph 3 of the Financial Services Market Act 2000.
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The REGULATOR””
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The Authority’s general duties

2. The Authority’s general duties.
The regulatory objectives

3. Market confidence.
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5. The protection of consumers.

6. The reduction of financial crime.
Corporate governance

7. Duty of Authority to follow principles of good governance.
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ELIZABETH II c.8

Financial Services and Markets Act 2000

2000 CHAPTER 8

An Act to make provision about the regulation of financial services and markets; to provide for
the transfer of certain statutory functions relating to building societies, friendly societies,
industrial and provident societies and certain other mutual societies; and for connected
purposes. [00th June 2000]

Be it enacted by the Queen’s most Excellent Majesty, by and with the advice and consent of the
Lords Spiritual and Temporal, and Commons, in this present Parliament assembled, and by

the authority of the same, as follows:—

PART I
THE REGULATOR
1.—(1) The body corporate known as the Financial Services Authority The Financial
(“the Authority™) is to have the functions conferred on it by or under Services
this Act. Authority.

(2) The Authority must comply with the requirements as to its
constitution set out in Schedule 1.
(3) Schedule 1 also makes provision about the status of the Authority
and the exercise of certain of its functions.
The Authority’s general duties
2.—(1) In discharging its general functions the Authority must, so far The Authority’s
as is reasonably possible, act in a way— general duties.
(a) which is compatible with the regulatory objectives; and
(b) which the Authority considers most appropriate for the purpose

of meeting those objectives.
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PART I
(2) The regulatory objectives are—

(a) market confidence;

(b) public awareness;

(¢) the protection of consumers; and

(d) the reduction of financial crime.

(3) In discharging its general functions the Authority must have
regard to—

(a) the need to use its resources in the most efficient and economic
way;

(b) the responsibilities of those who manage the affairs of authorised
persons;

(c) the principle that a burden or restriction which is imposed on a
person, or on the carrying on of an activity, should be
proportionate to the benefits, considered in general terms,
which are expected to result from the imposition of that burden
or restriction;

(d) the desirability of facilitating innovation in connection with
regulated activities;

(e) the international character of financial services and markets and
the desirability of maintaining the competitive position of the
United Kingdom;

(f) the need to minimise the adverse effects on competition that may
arise from anything done in the discharge of those functions;

(g) the desirability of facilitating competition between those who are

subject to any form of regulation by the Authority.
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(4) The Authority’s general functions are—

(a) its function of making rules under this Act (considered as a
whole);

(b) its function of preparing and issuing codes under this Act
(considered as a whole);

(c) its functions in relation to the giving of general guidance
(considered as a whole); and

(d) its function of determining the general policy and principles by
reference to which it performs particular functions.

(5) “General guidance” has the meaning given in section 158(5).

The regulatory objectives
Market 3.—(1) The market confidence objective is: maintaining confidence in
confidence. the financial system.
(2) “The financial system” means the financial system operating in the
United Kingdom and includes—
(a) financial markets and exchanges;
(b) regulated activities; and

(c) other activities connected with financial markets and exchanges.
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Financial Services and Markets Act 2000 c. 8 241

SCHEDULES

SCHEDULE 1 Section 1.

The Financial Services Authority

PARTI
GENERAL
Interpretation
1.—(1) In this Schedule—
“the 1985 Act” means the Companies Act 1985; 1985 c. 6.

“non-executive committee” means the committee maintained under
paragraph 3;
“functions”, in relation to the Authority, means functions conferred on the
Authority by or under any provision of this Act.
(2) For the purposes of this Schedule, the following are the Authority’s
legislative functions—
(a) making rules;
(b) issuing codes under section 64 or 119;
(c) issuing statements under section 64, 69, 124 or 210;
(d) giving directions under section 316, 318 or 328;
(e) issuing general guidance (as defined by section 158(5)).
Constitution
2.—(1) The constitution of the Authority must continue to provide for the
Authority to have—
(a) a chairman; and
(b) a governing body.
(2) The governing body must include the chairman.
(3) The chairman and other members of the governing body must be

appointed, and be liable to removal from office, by the Treasury.
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(4) The validity of any act of the Authority is not affected—
(a) by a vacancy in the office of chairman; or
(b) by a defect in the appointment of a person as a member of the governing
body or as chairman.
Non-executive members of the governing body
3.—(1) The Authority must secure—
(a) that the majority of the members of its governing body are nonexecutive
members; and
(b) that a committee of its governing body, consisting solely of the nonexecutive
members, is set up and maintained for the purposes of
discharging the functions conferred on the committee by this Schedule.
(2) The members of the non-executive committee are to be appointed by the
Authority.
(3) The non-executive committee is to have a chairman appointed by the

Treasury from among its members.

Sch. 1
Functions of the non-executive committee
4.—(1) In this paragraph “the committee” means the non-executive
committee.
(2) The non-executive functions are functions of the Authority but must be
discharged by the committee.
(3) The non-executive functions are—
(a) keeping under review the question whether the Authority is, in
discharging its functions in accordance with decisions of its governing
body, using its resources in the most efficient and economic way;
(b) keeping under review the question whether the Authority’s internal
financial controls secure the proper conduct of its financial affairs; and
(c) determining the remuneration of—

(i) the chairman of the Authority’s governing body; and
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(ii) the executive members of that body.

(4) The function mentioned in sub-paragraph (3)(b) and those mentioned in
sub-paragraph (3)(c) may be discharged on behalf of the committee by a subcommittee.

(5) Any sub-committee of the committee—

(a) must have as its chairman the chairman of the committee; but
(b) may include persons other than members of the committee.

(6) The committee must prepare a report on the discharge of its functions for
inclusion in the Authority’s annual report to the Treasury under paragraph 10.

(7) The committee’s report must relate to the same period as that covered by
the Authority’s report.

Arrangements for discharging functions
5.—(1) The Authority may make arrangements for any of its functions to be
discharged by a committee, sub-committee, officer or member of staff of the
Authority.

(2) But in exercising its legislative functions, the Authority must act through
its governing body.

(3) Sub-paragraph (1) does not apply to the non-executive functions.

Monitoring and enforcement
6.—(1) The Authority must maintain arrangements designed to enable it to
determine whether persons on whom requirements are imposed by or under this
Act are complying with them.

(2) Those arrangements may provide for functions to be performed on behalf
of the Authority by any body or person who, in its opinion, is competent to
perform them.

(3) The Authority must also maintain arrangements for enforcing the
provisions of, or made under, this Act.

(4) Sub-paragraph (2) does not affect the Authority’s duty under subparagraph (1)
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Sch. 1
(b) its response to them.
(10) If the scheme differs from the draft published under sub-paragraph (6) in
a way which is, in the opinion of the Authority, significant the Authority must (in
addition to complying with sub-paragraph (9)) publish details of the difference.
(11) The Authority must, without delay, give the Treasury a copy of any
scheme details published by it.
(12) The Authority may charge a reasonable fee for providing a person with
a copy of—
(a) a draft published under sub-paragraph (6);
(b) scheme details.
(13) Sub-paragraphs (6) to (10) and (12)(a) also apply to a proposal to alter
or replace the complaints scheme.
Fees
17.—(1) The Authority may make rules providing for the payment to it of such
fees, in connection with the discharge of any of its functions under or as a result
of this Act, as it considers will (taking account of its expected income from fees
and charges provided for by any other provision of this Act) enable it—
(a) to meet expenses incurred in carrying out its functions or for any
incidental purpose;
(b) to repay the principal of, and pay any interest on, any money which it
has borrowed and which has been used for the purpose of meeting
expenses incurred in relation to its assumption of functions under this
Act or the Bank of England Act 1998; and 1998 c. 11.
(c) to maintain adequate reserves.
(2) In fixing the amount of any fee which is to be payable to the Authority, no
account is to be taken of any sums which the Authority receives, or expects to

receive, by way of penalties imposed by it under this Act.
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(3) Sub-paragraph (1)(b) applies whether expenses were incurred before or
after the coming into force of this Act or the Bank of England Act 1998.
(4) Any fee which is owed to the Authority under any provision made by or
under this Act may be recovered as a debt due to the Authority.
Services for which fees may not be charged
18. The power conferred by paragraph 17 may not be used to require—
(a) a fee to be paid in respect of the discharge of any of the Authority’s
functions under paragraphs 13, 14, 19 or 20 of Schedule 3; or
(b) a fee to be paid by any person whose application for approval under

section 59 has been granted.
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