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‘Grey market pleads for duty cut

Trade g group wants 30%
- rate for its car imports

PIYACHART MAIKAEW
WICHIT CHANTANUSORNSIRI
KING-OUA LAGHONG . -

Independent car importers and distribu-
tors, known as grey-market operators, are
calling on the Finance Ministry to cut the
vehicle import tariff from 80% to 30%, a
move they say will level the playing field
amid fierce competition with auther-
ised dealers.

The duty on car imports is a hurdle
for grey-market operators trying to com-
pete with authorised distributors, said
Somsak Sriratanaprapas, chairman of
the Independent Car Importer and Dis-
tributor Association.

) The group yesterday delivered a letter to
the Finance Ministry, asking it to lower the
80% rate that has been in place for 30 years.

Apart from customs duty, all imported

. wehicles are subject to a 10-50% excise tax

. based on CO2 emissions, a 10% interior tax

" and a 7% value-added tax, as are vehicles

. assembled in Thailand.

“With the four combined taxes, import
vehicles cost 116-328% more than declared
prices and Thai buyers have to shoulder
all these taxes,” Mr Somsak said, adding

" that the grey market merely wants import
duties to reflect market circumstances.

A 30% rate would put Thailand on a par
with Malaysia and alleviate the problem
of false declarations for vehicles, he said.

According to Mr Somsak, Thai govern-
ments have imposed high import tariffs
as a means to attract foreign carmakers to
invest in the country’s automotive indus-
try. Thai-made vehicles account for the
largest share of the local car market,

Mr Somsak said the grey market has




An official walks around a showroom during last month’s inspection of luxury cars impounded for alleged evasion of import tax. The

Customs Department is set to provide information to investigators about the first batch of seized vehicles. PATIPAT JANTHONG

faced a tough situation since 2012, when
the Customs Department raised the import
tax and tightened customs surveillance
of grey-market cars after gripes by author-
ised dealers that their market share was
being stolen by grey-market importers —

" many of whom were suspected of illegally
understating the value of their imports to
minimise tax burden.

Moreover, most authorised distribu-
tors, such as those for Mercedes-Benz and
BMW, refuse to provide maintenance for
cars sold by grey-market operators.

In 2013, the Department of Special
Investigation (DSI) began rigorously
inspecting disassembled luxury cars. The
Industry Ministry also launched tighter
controls to test imported cars before

delivery io customers.

The issue of grey-market sales was exac-
erbated after the Customs Department
raised cost, insurance and freight (CIF)
rates by 10-20% for imported vehicles,
effective from October 2015.

Mr Somsak said these factors have dealt
a severe blow to the grey market, as seen
by the fact that just 3,816 cars were sold
last year with an import value of 6.3 billion
baht — down from 12,831 with an import
value of 20.8 billion baht in 2012,

The decline in grey-market fortunes
came as total import car value rose by 3.6%
to 32.8 billion baht in 2016.

Mr Somsak forecasts grey-market car
sales to stay flat at 3,000-4,000 units this

yeat. He said the number of grey-market

operators has shrunk to about 100 from
nearly 600 in the past.

Kulit Sombatsiri, director-general of
the Customs Department, said he had
yet to see the grey-market operators’
letter but noted that it would not be the
first time they have requested cuts in the
import tariff. i

Officials must consider whether the
current rate is too high when compared
with those of other countries, Mr Kulit said.
Furthermore, the Customs Departinent is
revising criteria to make it easier to com-
pute the price of import cars, he said.

An informed Finance Ministry souice
said that if the import tariff for vehicles
were cut as requested by grey-market
operators, a corresponding increase in



excise tax would be needed to maintain
collection levels.

A tariff cut would also address the prob-
lem of car importers understating prices to
lower tax bills, the source said.

In related news, the Customs Depart-
ment is expected by tomorrow to pro-
vide the DSI with information about the
appraised prices of the first 32 of 160 hooury
cars seized by DSI investigators.

DSI chief Paisit Wongmuang said yes-
terday that when the price information is
received, the DSI will proceed with sum-
moning importers of the 32 cars and other
involved parties to acknowledge charges of
tax avoidance.

After this first group of cars, the DSI will
move on to the rest seized during raids on
showrooms across Bangkok in May, Mr
Paisit said. )

He said the DSI has received more infor-
mation from the British National Vehicle
Crime Intelligence Service regarding vari-
ous supercars found in past raids parked
at showrooms owned by Panusak Techat-
erasini (aka “Boy Unity”).

The intelligence service affirmed
its previous finding that 13 Juxury cars
seized by the DSI were stolen from Brit-
ain and smuggled into Thailand. The DSI
must now wait for further information as
to whether the service will pursue legal
action concerning the stolen cars in Thai-

_land or file a lawsuit in Britain and later

seek to have suspects in Thailand extra-
'dited to face legal action.

Among the seized supercars, at least
73 of them were proved to have been
imported as whole cars but falsely declared -
as dismantled auto parts to avoid paying
a higher rate of import tax, Mr Paisit said.

The DSI will order the owners of these
cars to formally surrender their cars or
have the cars seized, he said.

Several apparently honest car buyers
have been allowed to keep their cars until
notified by the DSI to surrender them.
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Apisak yanks
advisory licence

INVESTMENT: Finance Minister
Apisak Tantivorawong has ordered
that the advisory licence held by -
Probus Investment Advisory Thailand
be revoked, while the Securities and
Exchange Commission has cancelled
another licence for the company to
provide advisory services for deriva-
tives investment.

The revocation, effective from May
30, resulted from the company's failure
to maintain standards in its working,
management and report submission
systems as required by regulators, the
SEC said in a statement.
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PPP LAW: WHERE HAVE ALL THE PROJECTS GONE?

the planned U-tapao-Suvarnabhumi-
./ Don Mueang high-speed rail link to
Ayutthaya, where a large concentration
of Japanese factories is located. The prov-
ince is also home to a sizeable Japanese
expat community, a modern legacy of the
historical Japanese village that flourished
during the time of King Sengtham in the
early 17th century.

The ambitious rail project, together
with the conversion of U-tapao airport
into a modern international aviation hub
and the expansion of the Laem Chabang
deep-sea port, among other infrastruc-
ture projects in the strategic Eastern
Economic Corridor (EEC), is slated for a
public-private partnership investment,

Collectively the projects are worth
billions of doilars, and authorities are
hoping that work will start this year on
some of them within the framework
of the current PPP Act (or the Acton
the Private Sector Participating in Joint
Investments in Public Services 2013, to
give its full official name).

But will the law live up to the
challenge?

The current PPP Act came into being
because the first PPP Act of 1992 proved

J apan Anas called for an extension of

so ineffective. In some cases it drove away
privately funded infrastucture projects
and brought an end to the boom in such
ventures in the late 1980s to early 1990s,
dubbed the golden period of Thai PPPs.
Leaving aside the ability of the country
to mobilise funds from the private sector
locally and abroad for massive projects,
it took anywhere between five and seven
years under the old law for a concession

agreement to be signed. Little wonder so -

few prajects were realised during its two
decades of existence. Some in the private
sector even called for the law to be
scrapped, and for a return to the arrange-
ments that had worked so well during the
earlier golden era.

The government decided instead
that the most appropriate fix was a new
PPP law that would eliminate red tape
and bottlenecks. Under the new systern,
the project-review process has been
streamlined, with specific time frames for
each step, and 30 or 60-day compulsory
periods for cettain tasks to be completed.
Grey areas in the old law have also been
revamped for clarity, and detailed steps
made transparent.

However, four years into the life of the
new law, only one project of significance

has materialised. The cabinet last month
awarded a contract for the US$2.8- billion
{95 billion baht) Pink and Yellow mono-
rail lines in Bangkok to a local three-com-
pany consortium that will scon embark
on fundraising.

Four years to get a project started
under the new law is not that much better
than the five to seven years it took under
the first PPP Act.

In the well-marketed EEC, meanwhile,
there is little interest in PPP arrange-
ments among foreign investors and their
financiers. Even with the special fast-
track power of Section 44 of the interim
charter, kept alive by the new constitu-
tion, at the current pace we are not likely
to see PPPs within the EEC materialise
before the end of the current five-year
social and econormic plan in 2021,

The Board of Investment (Bol} is
offering super-attractive incentives to
prospective investors ina high-speed rail
line to serve the EEC, with a deadline of
Dec 29 this year for applications. Since
international bidding has yet to be called,
this deadline seems optimistic and
will probably be pushed back.

“The fact is, the current PPP Act is
almost as ineffectual as its predecessor,




mainly because its drafters were focused
more on how it coutd be adapted to the
state bureaucracy than whether it would
actually help investors. It's no match for
the more flexible and responsive Bol Act
of 1977.

Uniike the Bol Act, the PPP Act calls
for strict regulatory compliance by gov-
ernment agencies and state enterprises,
with non-compliance carrying criminal
liability; it is not an investment promo-
tion law.

Alarge chunk of the law is devoted
to the bureaucracy of appointing the
PPP committee, its functions, qualifica-
tions for and prohibitions on committee
members. The role of the State Enterprise
Policy Office as the administrator of the
law is also spelled out in detail.

Browsing the chapter on the strategic

plan, we note many provisions related to
reports on implementation, problems,
obstacles and recommended solutions
to take place within three years of its
announcement. One cannot help but
imagine a report packed with reasons
why the PPP projects planned have not
been achieved, some incidental recom-
mendations on how to move forward,
and how to deal with projects postponed
to the next strategic plan.

The section on project proposals
is heavy on compliance requirements
for the project-owning state agency to
follow, with details tightly regulated and
controlled by the PPP Committee and no
room for innovation, even though some
PPP ventures by their very nature require
novelty,

The same section also spells out pro-
ject risks and risk management. Here we
see a ray of hope, in the form of guide-
lines on risk-sharing between the private
sector and the government. They suggest
a level of fairness not seen before in Thai
government contracts, which invariably
emphasise protection of the state inter-
est at the risk of the private sector. Thai
investors and bankers have long been
accustomed to this state-centric view, but

foreign investors and offshore financial
institutions shun such arrangements.

The value of projects subject to the
full weight of the Act is also contentious.
Those worth 5 billion baht or more are
categorised as major projects subject
to approval of the PPP Committee and
the cabinet. Other conditions exist for
medium-sized (1-5 billion baht) and
small projects (below 1 billion baht).

But virtually all PPPs - large, medium

or small, from the national down to the
subdistrict level — must be processed
through a restrictive law that has erippled
local development.

The fear factor in the PPP Act is
criminal liability for non-compliance,
either expressly provided in the Act or
linked to malfeasance by government
officials in the Penal Code or another law
on offences by state employees, often
enforced and widely reported. This gives
rise to negative sentiment because of
the possibility of the private sector being
implicated in wrongdoing — a stark
contrast to the pristine perception of the
purely economic Bol Act.

Wirot Poonsuwan is a practising lawyes and
can be contacted at wirot@brslawyers.com
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-GSB laﬁnches two funds to bankroll SMEs

WICHIT CHANTANUSORNSIRI §. :
The state-owned Government Savings Bank
(GSB) has launched two new ventuze capi-
tal funds worth a combined 1.5 billion baht
to invest in small and medium-sieed enter-
prises (SMEs).

The move is part of the government's
policy to inject fresh funds into small busi-
nesses to help them stay afloat and beefup
their competitive edge.

SMEs Private Equity Trust Fund's second
batch, managed by Expara Thailand Co, is

valued at 500 million baht. The third lot,.

managed by Premier Advisory Group Co,

is valued at 1 billion, said president and
chief executive Chatchai Payuhanaveechai.

Krungthai Asset Management acts as a
trustee for both funds.

The fund targets startups with high
growth potential, those whose businesses
support the country's economic growth,
SME suppliers to the public sector, large cor-
porations or members of the Thai Chamber
of Cornmerce and SME social enterprises.

According to the government's policy to
help access to financial resources for SMEs,
the GSB had been tasked with setting up the
venture capital funds worth 2 billion baht.
The first fund worth 500 million baht has

already been established.

The GSB-led fund will be able to inject
up to 100 million baht in each SME operator,
potentially lending them credit if needed.

The GSB is financing 80% of the venture

‘capital funds ‘and the Stock Exchange of

Thailand (SET} is covering the rest.

The funds, with a maturity of 10 years,
can have a maximum 49% shareholding in
each SME. The funds can exit when firms
list on the SET or turn a profit and want to
buy their shares back.

The venture capital funds are expected
to invest the full 2 billion baht by the end of
this year or next, said Mr Chatchai.




The bank’s first venture capital fund has
already agreed to put 165 million baht into
six SMEs, including those engaged in visual
effects and drone manufacturers. The bank
is also in talks with three other SME opera-
tors to invest 120 million baht,

Meanwhile, SET president Kesara Man-
chusree said 162 firrns have so far raised 99
billion baht from listing on the Market for
Alternative Investment, a bourse for SMEs, .
while 23 of them had moved on to list on
the SET.

She said Yggdrasil, a visual effects pro- :
ducer in which the GSB-led venture capital  Funds to invest the B2bn this year or next,
fund holds a stake, plans to list on the SET.  says Mr Chatchai. PHRAKRIT JUNTAWONG
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