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Executive summary

Taxes on properties are the main sources of revenue for local authorities. At the present
time, property taxes are collected under the Building and Land Tax Act and the Land Development Tax
Act. Because these two taxes are used for long time, therefore, these taxes are outdated and are not suitable
for collecting taxes in the context of present time. On June 7" 2016, the cabinet approved the draft Land and
Building Tax Act. B.C. ...., which intends to improve a collection of tax on properties and to replace the
existing taxes. This act will impose tax on the appraised value of Land and Building. Once this tax is in
effect, it will continually expand the collection of tax on properties, increase tax equity, reduce judgement
on tax administration, encourage a utilization of lands and increase revenue for local authorities.

The Land and Building Tax separates properties into 3 groups, which base on purpose of
use, i.e. properties using for agricultural purpose, properties using for residential propose and properties
using for other purposes (e.g. commercial, industrial, recreation and etc.). Each class of properties is
subjected to different tax rates. For properties that comprise of at least 2 different classes, e.g. property
using for both residential and commercial purposes, these properties will be assessed, according to a ratio of
the area using for each purpose to the total area. Moreover, buildings are also classified into 29 different
types, e.g. detached house, terrace house, hotel, department store and etc. Each type of building also has a
different average value. However, this system of assessment of a mix-used properties can create
complication for tax assessment. Therefore, this study is intended to search for criteria that can be
efficiently use to classify properties, which help assessing a value of a mix-used property.

The scope of study are as follows. 1) study the regulations that classify the use of
properties in foreign country. In particular, this study looks at the regulations of state of Michigan and state
of New York, United State of America and Ontario, Canada. 2) study a pattern of the use of properties
within study areas, i.e. Pakkret district, Nonthaburi and Tambon Om Yai, Nakornpratom. 3) apply the
aforementioned classification regulation on sample properties that collect from study areas. 4) define
appropriate criteria, which can be used for classifying and identifying a proportion of the use of properties.

and 5) create a property’s value assessment model using mass valuation approach.
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In this study, we found that

1) The proposed assessment of value of properties using the existing system is suitable in
the beginning period of implementation of the Land and Building tax.

2) Regarding the pattern of the use of properties, in Pakkred area, the majority of
properties are used for residential purposes, commercial properties are found regularly, some mix-used
properties are also found. The rest of the properties are vacant lands. In Om Yai area, most properties are
used for agricultural purpose. The rest are used for residential and industrial purposes. Mix-used properties
are also found in this area.

3) Regarding an application of the foreign classification regulation on sample properties
that collect from study areas, we found that level of detail of classification effect the accuracy of assessment
of the value of properties. However, the detail classification also need a lot of data, which do not collect by
local authority at the present time.

4) Regarding a Mass Valuation Approach, we found that a statistical model based on this
technique makes an assessment of the value of properties efficiently. These properties’ value would be
suitably used as property tax base. This technique can also identify factors that effects value of land. We
found that size of land, ratio of utilized area, road surface condition and classification of the use of
properties have significant effects on total price of properties. Whilst, the depth of land and age of building
have significant negative effects on total price of properties. We also found that transportation and access to
property are important factors as well. However, this statistical model is only a preliminary model, because
of the limitation of sample size. To make this model feasible in reality, each local area, which has unique
characters, will have to have its own model. This particular model, therefore, will yield an accurate assessed
value of properties in its area.

We found that the difference between classifications of the use of properties in sample
foreign countries is depend on the difference of contexts in each society, e.g. size of population, resources
availability, occupation, pattern of businesses and etc. Therefore, the classification system of the use of
properties in Thailand should also be based on apparent characteristics of Thai society. Therefore, we

propose that
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1) When the Land and Building Tax is launching, the existing classification system
should be used for property’s value assessment in the beginning state to mitigate a complication. Afterward,
when local authorities thoroughly survey properties all over country and readily have all data required, this
data should be analyzed. The result can be used for improving the classification system. This improving
system should be able to use for classifying all the regular types of properties except some properties that
consider as non-regular, e.g. expressways, dam, and etc.

2) Regarding a mix-used property, we propose that the value of such property should be
separately assessed according to the type of use. The area of use for each purpose have to be unambiguously
identified. Therefore, the criteria that use for identifying such area can be separated into 2 scenarios, i.e.

2.1) 1" scenario, if the property is a land with structures, where each area of that land
can be visually separated according to the different use of property.

(1) If there is apparent physical borders, e.g. fence, wall and etc., that separate an
area that uses for particular purpose from the other within the land, such border can be used to define that
area of the land.

(2) If there is no apparent physical border, the area of land for a particular use
would be defined by the structure and its adjacent area.

2.2) o scenario, if the property is a land with a structure, in which that structure
covers most of the land. A ratio of the structure using for each purpose to the total structure area, which
proposes in chapter 6, would be used to define each area of land.

3) After the Land and Building tax is in effect and all local authorities collect all data that
influences the value of properties, such data should be delivered to the Treasury Department. The Treasury
Department, then, can use that data to create model, based on Mass Valuation Approach, which fit to each
local area. Local authorities will be able to use these model to evaluate the total value of each property in
their jurisdiction. These would improve equity, efficiency, and reduce the administration cost of the Land

and Building tax in the long run.
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