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Land transfer levy gets tweaks

Tax rejigged to better
reflect actual prices

WICHIT CHANTANUSORNSIRI
KANANA KATHARANGSIPORN LA‘
Lit

The Revenue Department has amended
the Revenue Code to allow the Land
Department to levy a land ownership
transfer tax based on either an appraisal
or a market price, whichever is higher.

The move is aimed at charging prop-
erty taxes that better reflect actual prices,
as the appraisal price is typically lower
than the market price, said Prasong
Poontaneat, director-general of the Rev-
enue Department.

The amended law is being vetted by the

Council of State, he said.

. The tax computation is currently based
an the Treasury Department’s appraisal
price. For example, a landlord or buyer can
be subject to the tax based on the appraisal
price of a mere 10 million baht, evenifthe
land plot is sold for 50 miilion baht.

In another development, Mr Prasong .
warned that it would not be worthwhile if
wealthy people were to take advantage of
setting up juristic perfons as land tansfer
recipients to avoid paying the inheritance
tax, as such entities would eventually be -
subject to the imminent land and build-
ings tax.

The inheritance tax is a one-off levy and
its rates are fairly low with a tax exemp-
tion on the first 100 million baht, while
the land and buildings tax is required to
be paid every year once the new tax comes
into force. ‘

It has been widely reported by media |

that many affluent people are exploit- |
ing the recent cabinet nod for a series of |
tax perks to ease the transformation of
owner-operated small and medium-sized
enterprises (SMEs) into juristic persons
as & means to avoid paying the new asset-
based tax.

The cabinet recently approved tax
incentives to persuade family-owned or
owner-operated SMEs to register as juris-
tic persons and pay the correct income tax.

The tax perks are a 60% COIpO-
rate tax deduction on expenses from
Jan 1, 2017, exemptions for corporate
income tax and value-added tax, a reduc-
tion of the specific business tax to 0.01%
from 2%, and a reduction of the property '
transfer fee for those who register prop-
erties as new juristic persons to 0.01%
from 2%.

The incentives will be effective until
Dec 31, 2017.

A draft bill on the land and buildings
tax is now undergoing its second reading
at the National Legistative Assembly. The
draft bill calls for the tax to be levied on
first-home owners and farmland appraised
at more than 50 million baht.

A tax rate of 0.05% will be applied to first
homes and agricultural Jand worth 50-100

" million baht, and a 0.1% rate for homes

above 100 million.
People owning second homes will
be taxed in a range of 0.03-0.1% of the

! appraisal price, depending on the value
" of the property.

. The tax on vacant land will rise by 0.5
percentage points every three years, up to
a cap of 5%, while land for commercial and
industrial use will be levied at 0.3-1.5%.

For the inheritance tax, the levyis set at

5% of the amount above 100 million baht
for descendants and 10% for others. For
gifts, 5% applies to portions above 20 mil-
lion baht when beneficiaries are descend-
ants. For non-descendant beneficiaries,
the same rate applies but is calculated from
portions above 10 million baht.

The inheritance tax was put into effect

! from early last year.

Surachet Kongcheep, associate direc-
tor of the research department at Colliers
International Thailand, said it may be dif-

. ficult to use wansacted prices to calculate

income tax, as landlords and buyers are
mostly not willing to report the actual sell-

. ing price.

“It is also hard [for government agen-
cies] to examine the prices that buyers and
sellers settle on,” he said. “Instead, the gov-
emment should make updates based on
annual land price appraisals”
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Central bank
vigilant of
future risks

PAWEE SIRIMAI

[
The Bank of Thailand's Monetary Policy
Committee {(MPC) and Financial Institu-
tions Policy Committee {FIPC}) say Thai-
land’s financial system still faces several
risk factors in the periods ahead.

“Global macro-financial conditions -

could be highly uncertain, while domestic
growth might still be uneven across sec-
tors,” read a summary conclusion by the
joint meeting of the MPC and the FIPC.
“These could weigh on some corpora-
tions’ and households’ ability to service
debts, and also could add to rollover

risks, especially for businesses relying on

short-term borrowing and bond issuance
for financing.”

The joint meeting concluded that Thai-
land’s financial stability, however, stays
sound, both domestically and externally.

Despite more visible signs of domestic
recovery, debt-servicing ability continued
to deteriorate for certain business sectors
— small and medium-sized enterprises
(SMEs) as well as households, the sum-
mary conclusion said.

Banks are struggling with an uptick in
non-performing leans (NPLs}. The gross
NPL ratio at the end of March stood at
2.94%, up from 2.83% at the end of 2016.
The outstanding value of distressed loans
was 405 billion baht at the end of March,
up from 386 billicn at the end of December.

However, commercial banks' net profit

~ still edged up 0.4% year-on-year to 51 billion
baht for the three months to March. Loan-
loss provisions set aside in the period stood
at 35 billion baht, while the coverage ratio

rose o 162% from 160% at the end of 2016.
The statement said that search-for-yield
behaviour remains but the issuance of
unrated bonds and the size of accredited
investor mutual funds, which had been
- growing in earlier periods, started to decel-
erate following some recent defaults.

Separately, the central bank has permit- .

ted financial institutions under its supervi-
sion to expand their business scope into
.nanofinance and financial technology
i (fintech), and also loasened regulations

on financial institutions’ venture capi-
tal companies.

The central bank has alsc allowed
armoured transport providers to offer
their services to other operators in emer-
gency situations.

“The expansion of financtal institutions
+ to nanofinance aims to help SMEs access
! financing," read the central bank's notice.
" Nanofinance operators can only pro-

vide loans for occupational purposes, with
a lending maximum of 100,000 baht per

* borrower and a ceiling interest rate of 36%
annually.

i Including fintech within financial insti-
é tutions’ scope is aimed at helping make
% financial institutions’ more flexible for
% investment in technology, but the invest-

" ment still has to be within limited areas
permitted by the Bank of Thailand.

The revision also allows financial institu-
tions’ venture capital companies to invest
in SMEs, fintech firms and other venture
capital business that are not in the financial

* sector, and prwate equity funds and pnvate
equity that invest in fintech.
The revised regulation also increases the
i length of these venture capital investments
| from up to seven years to 10 years.
' Financial institutions under the cen-
ctral bank’s supervision include com-
‘mercial banks, finance companies and
credit fonciers.
The Bank of Thailand will hold a confer-
ence to clarify the changes in regulations
on July 14,
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Winichai downplays
impact of strong baht

PHUSADEE ARUNMAS

State upbeat on meeting export target

chairwoman of the Thai Natonal Shippers’

. Council, said exporters still fear that the

The Commerce Ministry is maintaining its .
2017 export growth target of 5% amid gripes -

from some quarters in export sector about
the stronger baht.

Commerce Vice-Minister Winichai Chae- |
michaeng said that while the baht contin-  Thailand (Exim Bank) is expected cutexport

ued to rise further against the US dollar,
the strengthening of the currency has so far
had minimal impact on total Thai exports
as other currencies in the region were also
heading in the same direction.

" in Asean region are also facing the same
problem with all regional currencies rising
against the US dollar.

The baht, which has risen more than 5%
so far this year, nudged higher yesterday,
continuing its strong performance against

stronger baht will cut Thai exports, expect-
ing the adverse to become clearer in the
third guarter of this year.

She said other related government and
private agencies which oversee the baht’s
movement should work together to help

stablhse the currency soon to minimise the
expected drop in Thai exports.
Moreover, the Export-Import Bank of

hedging fee in order to help reduced Thai

. exporters’ burdens.

Vachira Aromdee, Exim Bank's deputy
governor for financial markets operations,

The impact of baht's rise on export has sald the Tha1 exporters should prepare

been minimised since other countries |

themselves for an increase in volatility of
the baht and more fluctuation in other Asian
currencies against the greenback as unex-
pected economic policies of US President
Donald Trump could lead to an even weaker
US dollar.

In the short term, Ms Vachira said Thai

the dollar this year which has made it —
Southeast Asia’s best performing currency. ‘exporters should use currency hedging to

The baht was hovering around 33.90 per
dollar yesterday.

Speaking at a seminar on “The Strong
Baht, How Do SMEs Solve This Problem?’,

far this year worth US$73.3 billion.

“Moreover, the baht is on the rise fol-
lowing the same trend as other currencies
in the region,” he said. “This means we are
competing on the same platform as other
countries are also facing the same problem.”

Another positive factor that should help
support Thai export to grow further in
2017 is the recovering global economy that
should increase demand and purchasing
power in general.

The assumption of global economic
recovery is in line with the World Bank,
which has forecast a 3.3% growth in world’s
GDP this year, while global trade is due to
grow by 2.7%.

Moreover, Mr Winichai said, the Com-
merce Ministry was working closely with
the Bank of Thailand and other commercial
banks to encourage exporters, particularly
small and medium enterprises (SMEs),
to use currency hedging in order to reduce
risks incurred by baht fluctuation.

However, Ganyaphad Tantipipatpong,

| prevent themselves from being hurt by the

fluctuating baht.

However, Thai exporters should also

‘mull upgrading manufacturing methods
Mr Winichai said Thai export products could 'and applying new technology and innova-
still compete well with other neighbouring tions to help increase their competitiveness
countries after experiencing a 5.7% rise s0 in the long run, she added.
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- Thai firms looking beyond backyard

EXCLUSIVE INTERVIEW

. Local players to penetrate international market through M&As

0

hai companies are looking
beyond Asean for mergers and
acquisitions, while the stronger
baht is expected to help lower
financial costs for these deals,

HSBC says.
‘ “We've seen Thai companies undertak—
ing merger and acquisition activities in the
UK, other parts of Europe and also'in the

US8," Tim Evans, regional head of HSBC's

commercial banking in Asia- Pacxfic, told
the Bangkok Post.

He said that when domestic companies
try to expand internationally, they tend to
branch eut into surrounding countries,

said without naming the clients.

“We expect to see a lot more Thai com-
panies, both medium-sized and large,
looking for either M&As or organic entries
into some of these international markets,”
said Krisda Phatcharcen, country head of|

HSBC'’s commercial banking in Thailand.

He said the recent appreciation of the
baht has also helped these companies in
lowering acquisition-related costs.

Mr Evans said that with its geographic

, advantage and role in the Belt Road Initia-

. tive, Thailand has maintained investors'!

“You need assurances to undertake an .

acquisition or go international, so you go
to the country next to you for the cultural
familiarity,” Mr Evans said.

Thai foreign invesiment gver the last
twoiyears has been focused mostly on its
Asean neighbours.

+. “Butyounow see larger Thai companies |

pieparing to make acquisitions in France,

the UK and North America,” Mr Evans said. | |

A number of Thai companies that are
HSBC clients. are also entertaining M&A

 dealsinthe Phlhppmes and Indonesia; he

| confidence in the country’s potential to

i
|
i
|
A

other emerging econermies.

establish itself as a regional hub.

“Political and economic stability have
also help strengthen the country’s attrac-
tiveness for investment,” he said.

My Evans said Thailand should be able to
atiract a number of foreign companies that
want to break into the Asean market and set
up a regional headquarters in the country. i

He said improving economic activityin*

. |

HSBC's Tim Evans says Thal firms are
moving beyond culturally familiar areas.

Asean under the Asean Economic Com-
munity will help spur cross-border trade

i"

-€655-million acquisition of Met

and investment between Thailand and

Meanwhﬂe, Pham Hong Hai, general :

and organlc entries. By Jesus Alcocer and Pawee Sirimai

manager of HSBC Vietnam, said that in
spite of increasing investments outside of
Asia, Thai direct invesiment in the next
two quarters will be driven by privatisation
of Vietnamese state-owned enterprises
{S0Es).

“HSBC is confident that SOE privatisa-
tion will provide big ticket deals for Thai
investors going into 2018,” Mr Pham said,
adding that Thai companies will still be
facing fierce competition from abroad.

Butinvestors remain caufious because
the Viemamese government might slow up
its privatisation plan, as it has onlyj just8%
of its holding in SOEs thus far.

“This year, investors hope to see broader
regulatory changes -— especially in the area
of foreign ownership quotas - along with
the listings,” Mr Pham said.

He said that in 2016, Thalland became
the 10th-largestinvestor in Vietnam with a
total of U5$9.44 billion (320.3 millioirbaht)
in pledged investment in the country

The €920-million (35 billion baht) Cen-
tral-Big C Vietnam deal help pushed Thai-

"land into Vietnam's top 10 for investment.

Other deals include TCC Group's
Cash
and Garry Vietnam in January and dis
mave to buy a 5.4% stake in VifiaMilk,
the largest dairy company in Vietnam, for
$500 million.

Mz Pham said trade flow between the
two countries reached $12 billion iry 2016
and is projected to surpass $20 billisn over
the next few years.

Singha Group in Thailand isexpected to
sectire’'a stake in Sabeco, Vietnam's state-
owned-brewer, in an effort to éxpand its
reach- throughout the region, -although
it-still has to compete with international
players like AB InBev and Carlsberg,

“Aside from infrastructure, there are

" other sectors in which Vietnamis strong

and can add value,” said Winfield Wong,
senior director at HSBC Vietnam. “The best
example is the Masan-Singha deal in 2015

In 2015, Singha Group paid upwards

of $1 billicn for a 25% stake in Masan
¢ Consumeér Holding and a 35% share of

; Masan Brewery.
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DE fund seeks to invigorate startups

Mr Pichet says efforts to help startups
are being sped up.

Strategic plan to aid
digital ecosystem

KOMSAN TORTERMVASANA [ 6,

Startups are slated to get a boost in creating
and expanding their businesses at home
and beyond, thanks to the 5-billion-baht
Digital Economy Fund, to be allocated
by the Digital Economy and Society (DE)
Ministry.

DE Minister Pichet Durongkaveroj said
the 5-billion-baht fund will be budgeted in

September to help local startups flourish.

The National Broadcasting and Tele-
communications Commission (NBTC) will
be responsible for contributing the' income
generated from licence fees for telecom and
broadcasting businesses.

Mr Pichet said yesterday that the minis-
try was on the verge of setting up the opera-
tional committee for the digital economy
fund to be responsible for disbursing it.

The operational committee will be
supervised by the National Digital Econ-
omy Committee (NDEC), chaired by the
prime minister.

The digital economy fund has been
arranged to serve four main functions:

Supporting the private sector-in digital
economy development including startups;
research and development; supporting the
operations of the Digital Economy Promao-
tion Agency (DEPA); and covering expenses

" for the NDEC office.

“It's not just funding suppert. The gov-
ernment has a clear strategic plan to make
the ecosystemn healthy,” said Mr Pichet.

During a meeting between the minister
and local startups yesterday, Mr Pichet said
the government is now accelerating efforts
to facilitaté the local startup ecosystem.

The DE Ministry, the Revenue Depart-
ment and the Board of Investment are
working on proper incentives packages to

be offered to startups. The ministry and
invelved agencies plan to improve the
digital literacy of the local workforce. T
Incentives will also be offered to Thai tec
startups and globai companies,
Thailand’s 500-1ai digital innovation
park in Sri Racha, Chon Buri, which is
now under construction, will serve as the
development centre for startup companies.
The 10-billion-baht project is being

set up by CAT Telecom and the Industrial

Estate Authority of Thailand,

The DE through DEPA will provide
financial support to new startups needing
initial funds for innovative product and
service development.
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