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REFERENDUM REACTION
Megaprojects
to get boost

from Yes vote

CHATRUDEE THEPARAT ,
WICHIT CHANTANUSORNSIRI [ 3

The government’s 20 planned megaprojects
with a combined valued of 1.41 trillion baht
are set to move forward smoothly after the Yes

vote for the new constitution.

Krisada Chinavicharana, director-general
of the Fiscal Policy Office, said the referen-
dum result will ensure that the government's
investment in big-ticket infrastructure projects

is on track.

A steering committee on the country’s
economic simulus measures and investment
chaired by Finance Minister Apisak Tan-
tivorawong recently said that around 18-19
large-scale infrastructure projects worth a
combined 1.4 trillion baht are expected to be
signed off oni-and around 60 billion from the
investment budget will be taken out this year.

Prime Minister Prayut Chan-o-cha’s admin-
istration aims to kickstart the construction of
the 20 big-ticket projects this vear in a bid to

stimulate the economy.

The cabinet has already approved 11 pro-
jects worth 460 billion baht that are due for
completion by 2022,

Finance Minister Apisak Tantivorawong
said contractors should be able to sign deals
for 18 or 19 of the projects in the last quarter
of this year.

If contracts can be signed and construction
begins accordingly, it would result in about 66
billion baht being spent on these projects this
year, with the rest spent gradually over the next
three years, he said.

The projects include intercity one-metre
gauge double-track rail networks, intercity
1.435-metre gauge double-track rail networks
motorways, expansion of the Laem Chabang
deep-sea port, container terminal develop-

i ment at Laem Chabang, the second phase of
. the expansion of Suvarnabhumi airport and

three mass transit routes in Bangkok: the Pink
Line from Kae Rai to Min Buri, the Yellow Line

. from Lat Phrao to Samrong, and the Orange
. Line connecting Thailand Cultural Centre with

Min Buri.

. The government is also committed to
accelerating investment in two high-speed
rail projects; the 193.5-kilometre Bangkok-

* Rayong route, worth 153 billion baht, and the
. 211k Bangkok-Hua Hin route, worth 94.7
billion baht. The two high-speed rail projects

will promote connectivity between Thailand
and neighbouring Cambodia, Laos, Myanmar

" and Vietnam.

Meanwhile, Deputy Prime Minister Somkid
Jatusripitak said yesterday the sinooth passage
of the charter referendum would help build up

" confidence for private investment.

Mr Somkid said private investment will
play a vital role in driving the economy in
the remaining months of this year as well as
next year.

Deputy Commerce Minister Suvit Maesin-
«cee also said the government had laid down the
foundations to restore the economy.
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WICHIT CHANTANUSORNSIRI and/or children, but the term of the loan is ﬁxed 4% jﬁ;é;f;t rate for the first two years

(e

State-owned GH Bank plans to promde
28.5 billion baht worth of pre- and post-
financing to help older people own their
own homnes.

Of the total, 3 billion baht will be lent
to borrowers aged 50 and older, 20 billion
will go to those who are 60 and above, and
the rest will finance housing projects, said
president Chatchai Sirilai.

People aged 50 and above will be able to
co-sign on a mortgage with their spouses

capped at the age of 70. The mortgage rate
will be 3.25 percentage points minus the
minimum retail rate (MRR), or 3.50% for
the first four years; one percentage point
minus MRR for borrowers who are given
special lending conditions by the bank; or
0.5 percentage points minus MRR for gen-
eral customers throughout the loan term.
Four billion baht in loans will be
extended to housing projects, with 40% of
the units to be sold to elderly people, he
said, adding that GH Bank will impose a

and at least one percentage point minus
the minirum lending rate (MLR) from the
third to the fifth year.

SET-listed Sena Development Plc fras
been keen on the 4-billion-baht pro]ect
finance scheme, said Mr Chatchai.

GH Bank will provide post-financing
worth 1.5 billion baht to housing projects
overseen by the Social Development and
Human Security Ministry.

Another 20 billion baht will be lent
to housing projects developed by the

government, said Mr Chatchai.

Thailand has already become an ageing
soctety as defined by the UN and will
become an aged society by 2025, A society
is considered to be ageing when one-tenth
of its population is over the age of 60 and
aged when one-fifth is over 60.

In another, development, GH Bank
extended 75.8 billion baht in new loans
during the first half, up 9.9% year-on-year.
The majority of the bank’s debtors are those
who have borrowed less than two million

_baht each.

The bank's cutstandmg loans rose 3.6%
year-on-year to 894 billion baht at the end
of June.

Non-performing loans climbed 0.31 per-
centage points from the end?f last year to
5.76% at the end of June.

For the first six months, GH Bank's net
profit came to 5.15 billion baht, while its .
capital adequacy ratio stood at 16.03%, well
above the Bank of Thailand’s minimum
requirement of 8.50%.

The bank expects to reach its 170-bil-
lion-baht lending target this year, he said.
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CORRECT

T he referenduur on the draft constitu-

tion has been staged successfully

and the people have spoken. In the
same spirit, perhaps it’s time that the Rev-
enue Department listened to the voices of
troubled taxpayers and corrected some of
its mistakes promptly and transparently.

Recently we have seen some problems
arising from ambiguities in statutory
provisions or debatable interpretations,
which left taxpayers unduly liable for
taxes, penalties and surcharges. Even
when the department offers the affected
taxpayers a chance to correct their mis-
takes, there are attitude problems that
prevent the remedies from being very
useful.

Look no further than the response to
the Supreme Court decision in May in the
case of the iocal unit of the Japanese mul-
tinational Minebea. The court ruled that a
company with several Bol-prometed pro-
jects must determine its carried-forward
tax loss by netting the losses incurred
from one Bol-promoted venture with

NG FLAWS IN THE TAX SYSTEM: VOTE YES OR NO

profits from other Bol ventures first. This
has exposed a number of Bol-promoted
companies to a substantial amount of tax
liability.

In order to ease investors’ worties,
the Finance Ministry on June 16 issued a
notification to extend the deadline for tax
return filing and to allow companies to
correct any mistakes without penalties or
surcharges. Companies were given until
Aug 1 to submit amended returns and
pay any tax shortfall.

Unfortunately, the extension did not
apply in cases where the Board of Appeal
or the court had already ruled on a tax

appeal. To rescive this handicap, on July

31 the National Council for Peace and

Order {NCPO) issued an order under -
Section 44 of the interim constitution to

.include taxpayers who had lost appeals,

and extended the deadline to Aug 15.
That gave taxpayers, some of whom
might not even have known about the
original order, just two more weeks to set
matters right,

An absurdly short deadline also
featured in a recent attempt to correct
misunderstandings related to stamp
duty. The Revenue Department on
July 25 said it would allow refundsto |
taxpayers who had purchased adhesive -
stamps and mistakenly affixed them on
documents for which the duty was sup-
posed to have been paid in cash, under
revised rules that took effect from April
5, 2015. The tefund period was extended.
until July 31, 2016. How many taxpayers, :
uniess they already had inside informa-
tion, could make this correction in just
one week?



Eurther, quality control on revenue
rulings is often problematic and the
department needs to change interpreta-
tons from time to time. Although willing-
1tess to correct mistakes is admirable, in
some cases the damage has already been
done.

Such a case occurred when ques-
tions arose about the statutory period for
claiming tax refunds under the Petroleurn
Income Tax Act, which does not have
a specific provision on this matter. The
Large Taxpayer Office refused to apply
the general rule of 10 years to the case
and simply applied the three-year period
under the Revenue Code as the near-
est applicable provision. The Revenue
Department issued rulings to this effect
before the departrnent’s director-general
decided the rulings were unfair and had
them cancelled.

Another example deals with how to
determine a foreign supplier’s conduct of
trade or business in Thailand for tax pur-
poses under a tax treaty. A recent revenue

ruling dealt with a Thai logistics company
that operated a storage business in a free
zone and undertook to import and store
goods for a German supplier, Whenever
the German supplier sold the goods to
customers in Thailand, the Thai company
would deliver the goods on its behalf.

The Revenue Department advised
that, since the Thai company merely
kept and delivered the goods on behalf
of the supplier, and did not carry out
any income-generating activities, such
as sales, marketing or procurement of
purchase orders, the German supplier
was not considered doing business in
Thailand for tax purposes.

Mind you, the Thai-German Tax Treaty
clearly treats a situation where a German
supplier has a person who "maintains a
stock of goods or merchandise ... from
which he regularly delivers goods or
merchandise for or on behalf of the enter-
prise” as a permanent establishment in
Thailand. Also, the storage and delivery
of goods is generally sufficient to expose

the German supplier to be deemed to be
doing business in Thailand under Section
76 bis of the Revenue Code, and thus
subject to Thai taxes.

The only reason for not taxing the
German supplier is that the Thai stor-
age company acted independently in
providing storage and delivery services
and, therefore, the German supplier
had no a permanent establishment in
Thailand.

Without good quality control, this
type of revenue ruling could cause a
problem in the tax system. Not only
will it set a wrong precedent for both
tax authorities and taxpayers to follow

-without taking into account legal prin-

ciples, but also it will also expose good
taxpayers to undue tax Hability and
provide loophales to those that wish to
avoid paying tax.

By Rachanéé Prasong"prasit ancil‘ i-’rofmri
Piphob Veraphong. They can be reached at
admin@lawailiance.co.th
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Extendlng reduced
VAT rate on digital transactions

* SPECIALTO FHE NATION i{,(‘

RECENTLY, the government issued a

. statement describing its desire to

extend forat least one more year the
reduced 7-per-cent VAT rate {from the

10-per-cent statutory rate) thatlsdue N

to end next month.

- Allowing the value—édded—tax rate
to increase will have definite effectson -
.end consumers and could sigw domes-

 tic spending, which would be contrary

‘to the govemment's objective of stimu-
-lating theeconomy: -
I Whrlethegovemmentsahiectweis ;

tostimulatea slowmg economy, it still

must remain focused on revenue col-
lection.

Collectively, extending the reduced
VAT rate of 7 per cent for another year,
making permanent the reduction of the
corpprate-incofne-tax rate to 20 per

cent; and aproposed increase of
alluwance deductions for personal
N 2017 would require the
governimenit thseek significant new
Sources of tax thatcan compensate for
o

: frevenuefrom neduced tax
6h compensated by an
thetax base madeby

: mprmnng tax comphar‘?ca and revenue

collection under the existing
laws governing income tax
and indirect taxes. The intro-
duction of new laws that will
establish new sources of rev-
enue is another possibility..

Since the start of 2016,a
number of new laws have
been introduced and pro-
pased aiming to create fair-
ness, reduce incorne disparity and
increase the state's revenue in the long
term.

Because of the increase in online

" spending, the Thal Revenue

Department (TRD) recently formeda
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team to focus on e-commerce
and digital business, areas where
it believes it can improve VAT
compliance and revenve collec-
tion to expand its tax base.

~ TheTRD's focus also includes
| customer-to-customer transac-
tions, whichy can be worth mil- -
lions of baht. Itis highly likely
that the authority will focus not

only on domestic operators, but alsoon

cross-border transactions.

At present, VAT isimposed on sales °

of products when tangible products are
delivered in Thailand and VAT canbe
collected. When purchases are made

online from an overseas supplier, VAT is
imposed when the goods arive in
Thailand. '
Meanwhite, digital products, such as
songs, content and games, are currently
only subject to VAT in Thaitand if the
selleris a local operator and has annual

.revenue equal to or greater than B11.8

miltion.

*Up until now, the TRD has found it
difficutt to collect VAT on transactions
involving digital products sent across
international borders, because of the
goods’ intangibility and the TRD's lack
of detection measures. If a foreign digi-
tal commerce operator does not havea

taxable presencein Thailand, it is not
required to become a VAT registrant
here. '

. However, a digital product is stilt

" subject to VAT in Thailand if it is utilised

in Thailand, It is the responsibility of the
payer of income in Thailand to self-
assess VAT and remit such VAT to the
Revenue Department.

Inpractice, VAT may be missing if
the buyer of a digital product is anindi-
vidual. Thus this will likely be a focus
issue.

Benjamas Kullakattimas, the author, .
Is head of tax at KPMG in Thailand,



