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Minister clarifies tax concerns for digital
wallet programme

Deputy Minister of Finance Julapun Amormvivat insists that sales data from stores participating in
the digital wallet programme will not be submitted to the Revenue Department, but stores must

e taxes if their sales increase significanthy.

Julapun addressed concemns yesterday from merchants about joining the digital wallet programme
duetot hat the Ministry of Finance would not send sales data from
riiclpating stores to the Revenue Department

% issues, He assured

However, if a store's sales increase to-a certaln threshold; they are obligated to file taxes as usual
For instance, if a store’s annual sales increase from 100,000 to 200,000 baht to 1.8 to 1.9 million

baht, they must correctly file value-added tax (VAT). said Julapun

"We cannet force anyone to participate, but no one should miss this

agramme

in the system, providing a chance for al res to increass their

will circulate over 1 trillion baht wi
vile, the government will educate merd

daunting as it seems. Once they

sales, Mearwt

about the tax system, which is notas
i, they can deduct various expenses”

Relatad news
Thaiand construction contract Jealous Thai man aliegedly kills wife by

mismansgernant laads ta big loss

stutfing Bomb in her mauth

lulapun highlighted that preparations are underway but some merchants are not ready. For
cies. Efforts

are being made to comg their registrations so they can join the programme without issues.

example, c2

ain enterprises have not fully registered with the relevant supervisary age

Overall, the response has been positive. Initially, 40,000 to 50,000 =mall business representatives
were expecied to show interest. but hundreds of thousands have already expressed their willingness
1o jein, The postponement of the digital wallet registration announcement for merchants was

merely to aveid confusion, as the registration for citizens is currently ongoing.

Julagun alza mentioned t Il not be presented at

e proposal for the digital wallst programme

the proposal for Cabinet approval before
k
ad KhaaSod

the Cabinet meating today. There is still time to su

the budget iz utilised. The overlapping budget can be establizhed, and this has been clarified

several times, Chvil servants have firmed that it is feasible, ¢
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The twin challenges of ‘climate finance’

Thailand is drafting a climate change bill, with a plan to impose a carbon tax on manufacturers.
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COMMENTARY

Sarinee
Achavanuntakul

s I am writing this in early August,
climate finance is becoming a
trendier topic in Thailand’s finan-
cial and business sector. I suspect
this is partly due to two recent
developments: the upcoming Climate Change
Act (the draft of which is making the rounds
via public hearing sessions), and the Excise
Department’s announcement in June 2024
that Thailand aims to become the second
country in Asean, after Singapore, to collect
carbon tax, which is slated to start at 200 baht
per metric ton of CO, equivalent (tCO.e).

d | 888/178 Ploen: hit Roa

In the initial phase, the Excise Depart-
ment aims to incorporate carbon tax into the
existing oil tax structure so as not to impact
consumers. For example, currently, diesel oil
is taxed at 6.44 baht perlitre. Since 1L of diesel
is estimated to emit 0.0027 tCO.e, the Depart-
ment will collect 0.0027 tCO.e x 200 Baht/
tCO.e = 0.54 baht carbon tax per litre. Total tax
rate remains the same at 6.44 baht per litre,
except now this tax will comprise 0.54 baht
carbon tax, and the remaining 6.44 - 0.54=5.9
baht as excise tax.

The Excise Department hopes that this
scheme will help alleviate the burden of Thai-
land’s business operators that have to comply
with the European Union’s Carbon Border
Adjustment Mechanism (CBAM), which will
take effect in 2026. For example, steel plant
operators that already paid Thailand’s carbon
tax for its use of diesel oil in production will
hopefully be able to deduct this amount from
their CBAM bill.
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Since it can be implemented without any
need to issue new laws, this initial carbon tax
scheme will likely go into effect before Thai-
land’s historical Climate Change Act passes
parliament. Tt remains to be seen whether
the scheme can qualify for CBAM deductions
and whether the scheme will really provide
impetus for businesses to reduce their carbon
footprint as Thailand transitions towards a
low-carbon economy. (For the latter case to
be true, though, the carbon tax rate will have
to climb upward significantly instead of being
just a mere replacement of an existing tax).

Government initiatives such as carbon tax
and the draft Climate Change Act doubtless
raise concerns from business operatars about
additional costs and reporting requirements,
as well as expectations that the government
will assist them during the transition. Mean-
while, Thailand was ranked as the world’s
9th most affected country by climate change
between 2000-2019 by the Global Climate Risk
Index in 2021, making the country’s need for
climate adaptation finance no less urgent than
climate mitigation finance, although financ-
ing for climate adaptation still accounts fora
negligible share of total climate finance.

In the bigger picture, I believe Thailand
faces two significant hurdles that are not
mainly about finance. These obstacles need to

be tackled before we can unlock and unleash
climate finance at the speed and scale that is
commensurate with the challenges that we
face today on the long road to a low-carbon
future.

The first and foremost obstacle, in my
view, is that Thailand's net-zero goals remain
extremely unambitious, even after updating its
Nationally Determined Contribution (NDC)
in 2022, The country’s official net-zero goal
is 2065, lagging 15 years behind most coun-
tries’ 2050 goals and even lagging five years
behind the 2060 goals announced by China
and Indonesia, two of the world’s largest coal
producers (which, therefore, make them face
many more challenges in the energy transi-
tion than Thailand). In addition, as I made
observations in an earlier article titled “no
sign of a ‘just’ energy transition” (July 2024),
the draft Power Development Plan (PDP) 2024
does not specify any clear fossil phaseout date
or milestones. On the contrary, it purports to
lock Thailand with 7% coal and 41% natural
gas in energy production in 2037, the lastyear
of the plan, with 6,300MW of new natural gas
power plants. There is still room to build these
new gas plants even though the percentage of
natural gas in electricity production declines
from 59% in early 2024 to 41% in 2037 because
PDP projects that we will need an inexpli-
cably high reserve margin of 106% — a total
o0f 112,391MW installed capacity in 2037 vs

54,546 MW peak demand.

An unambitious net zero goal and no clear
fossil phaseout plan for a sector that contrib-
utes over two-thirds of Thailand’s greenhouse
gas emissions means that there will be no
strong incentive for a timely decarbonisation
of the energy sector, which then becomes
an obstacle for a timely decarbonisation of
other business sectors, all of which are energy
consumers.

So long as this situation persists, it will not
be easy for Thailand's financial institutions
to persuade their clients to formulate and
execute a robust decarbonisation/transition
plan although transition finance is much more
necessary than greenfield “green finance” —
since we need to transition from brown (such
as high-carbon activities) to green, not from
zero to green,

A credible net zero goal and a clear fossil
phaseout plan will not only help catalyse
the necessary 'transition finance' in climate
finance; it will also help enhance Thailand'’s
competitiveness in an era in which climate
change crisis and biodiversity crisis are
increasingly becoming key factors in trade
negotiations. Many multinational corpora-
tions that the Thai government is courting
to invest in the country have announced net
zero goals that are far more ambitious than
Thailand, and Thai exporters will face increas-
ing climate change requirements from their
customers abroad.

The second major obstacle to reaching a
meaningful scale of climate finance, in my
view, is the risk that any new government
initiatives designed to help us transition will
be either captured or delayed by powerful
incumbents in high-carbon industries. Given
how favourable draft PDP2024 is to fossil
giants, this risk is clearly not insignificant.
Imagine a scenario in which any carbon tax
imposed on the electricity sector will easily
be passed through directly to consumers in
the current centralised system. On the other
hand, the carbon tax rate may be too small
to provide a real impetus for businesses to
decarbonise. There is also no guarantee that
the National Climate Change Fund, a new
mechanism to be set up under the Climate
Change Act, will focus on assisting SMEs and
the vulnerable groups with climate adaptation
more than giving “corporate welfare” — hand-
outs to high-carbon emitters that clamour for
govemment assistance,

How can we tackle these two obstacles? It
should start with financiers and the public
calling for a more ambitious government and
becoming more vigilant in watching for signs
of state capture in climate and energy policies.

Sarinee Achavanuntakul is Head of Research at
Fair Finance Thailand, and Director of Climate
Finance Network Thailand (CFNT).
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TRADE

Ex1m Bank offers cheap loans to halal exporters

Paclured are Mr Rak, third from right, and Mr Thaweelap, second from left. Mr Rak said Thailand is Ihe world’s 15th largest exporter of halal food and the
fourth most popular destination for Muslim tourists worldwide.

WICHIT CHANTANUSORNSIRI

The Export-Import Bank of Thailand (Exim
Bank) has teamed up with the Islamic Bank
of Thailand (IBank) to offer loans with
interest rates lower than the prime rate to sup-
port the goal of becoming Asean'’s halal hub
by 2028.

Yesterday, Exim Bank and IBank, along with
representatives from the Sheikhul Islam Office
(Chularatchamontri) and sectors involved in
supporting halal products, signed an agreement
for “the project to support and promote Halal
product entrepreneurs to export’.

The project aims to drive the growth of
Thailand’s halal export sector this year. It
wants to enhance the potential and help Thai
small and medium-sized enterprises export
halal products to international markets through
integrated cooperation in promoting and devel-

News ID: C-240807001023 (7 Aug 24/05:05)
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oping academic knowledge on the subject
of halal.

Rak Vorrakitpokatorn, president of Exim
Bank, said Thailand is the world’s 15th larg-
est exporter of halal food and the fourth most
popular destination for Muslim tourists world-
wide, who are very interested in Thai food and
cultural tourism.

Major exporters of halal food to the Organi-
zation of Islamic Cooperation (OIC) group of
nations include Brazil, India, the US, Russia
and Indonesia, while major importers of halal
food within the OIC group are Indonesia,
Malaysia, Turkey, Saudi Arabia and the United
Arab Emirates.

Therefore, Thai entrepreneurs should elevate
their halal product development, especially
food, which Thailand is renowned for world-
wide. This includes naturally halal foods such
as vegetables and fruits, or halal certified foods
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that are accepted internationally for their clean-
liness, absence of alcohol and animal blood, and
adherence to Islamic principles.

According to Mr Rak, participants in the pro-
ject will receive interest rates below the prime
rate from Exim Bank to use as working capital
or for investment expansion.

For instance, the bank’s First Step Export
Financing scheme is offered at 5.35%, which is
1 percentage point lower than the bank’s prime
rate, with a maximum loan amount of 3 million

baht. The Exim Green Start loan has an interest
rate of 4.1%, 2.25 percentage points lower than
the prime rate, with amaximum loan amount of
200 million baht. Export Ready Credit offers an
interest rate of 4% with a maximum loan amount
of 20 million baht.

Thaweelap Rittapirom, director and presi-
dent of IBank, said that between 2012 and
2022, consumer spending in the halal market
has grown by more than 40%, with the market
value rising from US$1.62 trillion to $2.29 tril-
lion. This growth is driven by the rapidly expand-
ing Muslim population, which now numbers
almost 2 billion worldwide.

Global companies such as BRF, Nestlé
and Nike have continuously invested in and
developed diverse products to meet the needs
of the halal market. Additionally, development
institutions within the OIC, such as the [slamic
Development Bank and the Islamic Centre for
Development of Trade, as well as important UN
agencies such as the UNHCR and World Bank,
have shown interest in Islamic finance from a
social perspective, he said.
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